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FOREWORD 


The Federal Power Act was originally enacted as the Federal 
Water Power Act, approved June 10, 1920 (41 Stat. 1063, 16 U.S.C. 
791-823). The Federal Power Commission was reorganized January 
1, 1931, as an independent Commission under the act approved June 
23, 1930 (46 Stat. 797). By title II of the Public Utility Act of 1935, 
approved August 26, 1935 (49 Stat. 838), the original Federal Water 
Power Act was made part I of the ‘Federal Power Act” and parts 
II and III were added. Section 24 of the Federal Power Act was 
amended May 28, 1948 (62 Stat. 275). Section 202 (f) was added to 
the Federal Power Act on August 7, 1953 (67 Stat. 461). The Com- 
mission also administers the Natural Gas Act, approved June 21, 
1938 (52 Stat. 821, 15 U. S. C. 717-717w), as amended February 7, 
1942 (56 Stat. 83, 15 U.S. C. 717f), and July 25, 1947 (61 Stat. 459, 
15 U-:S. C. 717f), and has certain duties under the Tennessee Valley 
Authority Act, approved May 18, 1933 (48 Stat. 1075), and amend- 
ments thereto; the Bonneville Act, approved August 20, 1937 (50 
Stat. 731); the Fort Peck Act, approved May 18, 1938 (52 Stat. 403) ; 
and under various Flood Control and River and Harbor Acts (notably 
the flood Control Act of 1944, approved December 22, 1944 (58 
Stat. 887)), and other statutes, as well as Executive orders. 

This volume, the twelfth of a series, contains all the formal opinions 
and accompanying orders of the Federal Power Commission rendered 
January 1, 1953, to December 31, 1953, inclusive. In addition to 
the formal opinions, there have been included intermediate decisions 
which have become final and selected orders of the Commission issued 
during such period. 

XXX 
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In THE MATTER OF 


KANSAS-COLORADO UTILITIES, INC. AND COLORADO 
INTERSTATE GAS COMPANY 


Applications for Certificates of Public Convenience and Necessity 
Docket Nos. G-1595 and G-1870 
February 4, 1953* 
Syllabus 


1. Sales made during the course of production and gathering, or at least in- 
cidents of or activities related to those processes, come within the exemp- 
tion of “production or gathering” in section 1 (b) o: the Natural Gas Act. 
P. 3. 


2. Once exemption has been effected under section 1 (b) of the Natural Gas Act 
as to certain sales or operations, it is immaterial that the company in- 


volved is a “natural gas company” by reason of other sales or operations. 
P. &. 


3. Commission denies the application of Kansas-Colorado for certificate authori- 
zation and issues a certificate of public convenience and necessity to Colo- 
rado Interstate to construct and operate certain facilities for the trans- 
portation and sale of gas. P. 8. 

BucuHanan, Chairman, and Draper, Commissioner, dissenting in 
part and concurring in part. 

Dory, Commissioner, concurring. 

Harold Bolton for Kansas-Colorado Utilities, Inc. 

Charles E. McGee for Colorado Interstate Gas Co. 

Robert W. Perdue and William R. Duff for the staff of the Federal 

Power Commission. 


By THE CoMMISSION : 
Opinion 


These matters are before the Commission on appeal from the decision 
and accompanying order issued by the presiding examiner on June 
13, 1952. In said decision and order, the presiding examiner, subject 
to review by the Commission, dismissed the application for a certificate 
of public convenience and necessity filed by Kansas-Colorado Utilities, 
Inc. (Kansas-Colorado), in docket No. G-1595; denied a portion of 


*Designated Commission opinion No. 245. 
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the application by Colorado Interstate Gas Co. (Colorado Interstate) 
for a certificate of public convenience and necessity in docket No. G- 
1870 authorizing it to construct and operate facilities for the trans- 
portation and sale of gas to Kansas-Colorado and to Loran L. Laugh- 
lin; and granted a certificate of public convenience and necessity to 
Colorado Interstate in docket No. G-1870 authorizing it to construct 
and operate facilities for the transportation and sale of natural gas 
to Pikes Peak Natural Gas Co. (Pikes Peak) and to Citizens Utilities 
Co. (Citizens). 

Exceptions to the decision were filed by all parties to the proceedings, 
including the staff of the Commission. Thereupon, the Commission 
issued its order of July 23, 1952, pursuant to which, on September 10, 
1952, the Commission heard oral argument on behalf of the parties 
concerned, 

The applications herein were filed pursuant to the Natural Gas Act 
and our rules and regulations thereunder. They were consolidated 
for purpose of hearing by order issued February 29, 1952. Thereafter, 
pursuant to due notice, a public hearing was held concerning the con- 
solidated proceedings extending from March 18 through March 
21, 1952, from which hearing resulted the examiner’s decision which 
is here on appeal. 

We have carefully considered the record in these consolidated pro- 
ceedings, the several exceptions which have been filed to the decision 
of the presiding examiner, and the oral argument presented on behalf 
of the various parties. We conclude that the presiding examiner 
erred in certain of his findings of fact and conclusions of law, and 
that his order must in certain respects be modified. 


Kansas-Cotorapo Utiuities, Inc.—Docker No. G-1595 


Briefly stated, the application by Kansas-Colorado in docket No. 
G-—1595 is for certificate authorization (1) to sell natural gas on a short- 
term basis (actually from August 1950 to August 1951, in varying 
quantities) to Colorado Interstate, and (2) to sell to Panhandle East- 
ern Pipe Line Co. (Panhandle) all of the natural gas produced from 
two wells, known as the McClure and Schowalter, located in Stevens 
County, Kans. 

Kansas-Colorado owns and operates, among other facilities, a 
natural-gas transmission pipeline system extending from Kansas to 
Colorado. It both purchases and produces natural gas in Kansas and 
transports such gas through its pipeline to points in the states of 
Kansas and Colorado for ultimate public consumption. Kansas- 
Colorado is a “natural-gas company” within the meaning of the 
Natural Gas Act (/n the Matter of Kansas-Colorado Utilities, Inc., 
docket No. G-577, 4 F. P. C. 1026). 
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In his decision, the presiding examiner decided, and his order so 
provided, that the application in docket No. G-1595 must be dismissed, 
since the record did not show the point or points to which the gas sold 
by Kansas-Colorado to Panhandle and to Colorado Interstate was 
transmitted after purchase, and, accordingly, the requisite finding 
that such sales are in interstate commerce could not be made. The 
decision went further, however, to state that if the record would 
support a finding that such sales were in fact in interstate commerce, 
jurisdiction over them would exist under the Natural Gas Act, and, 
for reasons not pertinent here, authorization for such sales should be 
denied. 

The presiding examiner’s conclusion that jurisdiction over such sales 
exists is based on his interpretation of opinion No. 217, /n the Matter 
of Phillips Petroleum Co., 10 F. P. C. 246 (1951), and the Commis- 
sion’s decision in the /nterstate case, /n the Matters of Interstate 
Natural Gas Co.,3 F. P. C. 416; Znterstate Natural Gas Co. v. Federal 
Power Commission, 331 U.S. 682 (1947). Briefly stated, the examiner 
asserts that the Commission’s opinion in the PAé/lips case that it did 
not have jurisdiction over sales of natural gas to five interstate pipe- 
line companies is inapplicable here because Phillips in that case was 
not otherwise a “natural-gas company,” whereas Kansas-Colorado, 
the applicant in docket No. G—1595, is, and has been found by this 
Commission to be, “otherwise,” a “natural-gas company” under the 
act. Further, in the examiner’s view, the fact situation here is like 
that in the /nterstate case, where the Commission concluded, and was 
upheld on appeal, that Interstate’s sales there under consideration are 
subject to this Commission’s jurisdiction. 

The examiner’s analysis of the Commission’s opinions in the Phillips 
and J/nterstate cases is in error, and, although on the facts herein we 
reach the conclusion, as did the examiner, that the application in 
docket No. G—1595 must be dismissed, we arrived at such conclusion 
for different reasons. 

The evidence is clear that the two sales involved in the application in 
docket No. G-1595 are wholesale sales. We think it unnecessary, how- 
ever, to determine whether such sales are in interstate commerce. In 
the case of Panhandle, the sales are consummated at the wellhead and, 
in the case of Colorado Interstate, the sales are consummated at the 
east end of Kansas-Colorado’s gathering system connecting its leased 
Mid-Continent Petroleum Corp. wells. Thus, all the sales are made 
during the course of production and gathering, or at least are incidents 
of, or are activities related to, those processes, thus coming within 
the exemption of “production or gathering” in section 1 (b) of the act. 

It follows from what was said in our opinion No. 217, and it is also 
evident that, once exemption is effected by section 1 (b) as to certain 


4 FEDERAL POWER COMMISSION 


sales or operations, it is completely immaterial whether the company 
involved is a “natural-gas company” by reason of other sales or 
operations. 

Nor is the situation here like that in the /nterstate case. For there 
Interstate was found to be engaged in transporting the gas after the 
completion of production and gathering and prior to any sales, and 
consequently its sales did not fall within the exemption of section 1 (b) 
of that act. In this instance, as indicated above, we find on the facts 
of record that the sales involved all take place during the course of 
production and gathering, or at least are incidents of or are activities 
related to production and gathering. Hence, as a matter of law, the 
sales are exempt under the provision of section 1 (b). It follows that 
the situation here is not factually or legally comparable with that in 
the /nterstate case. 

We conclude that the application in docket No. G-1595 should be 
dismissed for want of jurisdiction under section 1 (b) of the Natural 
Gas Act. Our order will so provide. 


Cotorapo InTerstaTe Gas Company.—Docker No. G-1870 


The application in docket No. G—-1870 is for a certificate of public 
convenience and necessity authorizing Colorado Interstate to con- 
struct and operate facilities to enable it (1) to sell gas to Loran L. 
Laughlin, an individual, for resale in the towns of Castle Rock and 
Fountain, Colo.; (2) to sell gas to Pikes Peak Natural Gas Co. ( Pikes 
Peak) for resale in the town of Eads, Colo., and its vicinity; (3) to 
sell gas to Kansas-Colorado at two points in the State of Colorado: 
and (4) to increase the supply of natural gas to Colorado Interstate’s 
resale customer, Citizens Utilities Co., in and near the towns of Fowler 
and Ordway, Colo. 

In his decision, the presiding examiner concluded that Colorado 
Interstate should be authorized to construct and operate facilities to 
provide service to Pikes Peak and to increase the supply of natural 
gas to Citizens, but should be denied authority to sell gas to Loran L. 
Laughlin and to Kansas-Colorado. Because of matters which have 
arisen since the date when such decision was entered, discussed below, 
we have concluded that Colorado Interstate should also be issued 
authorization to construct and operate facilities to sell gas to Loran L. 
Laughlin. For the same reasons, we have concluded that Colorado 
Interstate should be authorized to construct and operate facilities, 
and to sell gas to Pikes Peak. We have further concluded that the 
examiner’s findings and conclusions with respect to Citizens were 
«<orrect and must be sustained. We have decided, however, that the 
evidence will not support a finding that the public convenience and 
necessity require the proposed sale of gas to Kansas-Colorado. 
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The examiner’s conclusion that Colorado Interstate should be denied 
authorization to construct and operate facilities, and to sell gas to 
Loran L. Laughlin, is based principally on paragraph (B) of the 
Commission’s order issued February 21, 1952, 11 F. P. C. 821, 824, Jn 
the Matter of Colorado Interstate Gas Co. That paragraph reads as 
follows: 

(B) Applicant shall not attach any new or additional firm or interruptible 
customer (direct or resale), nor render any additional service to any existing 
customer beyond the service shown for the year 1953 in exhibit D-1 and for the 
1952-53 peak day in exhibit D-2 to the application herein, unless the Commission 
may otherwise order for good cause shown. 

Subsequent to issuance of such order, rehearing in docket No. G-1677 
was granted and was held on October 27, 1952. Thereafter, we issued, 
on November 24, 1952, 11 F. P. C. 1467, an order amending paragraph 
(B) of the order of February 20, 1952 to-read as follows: 

(B) (1) The certificate issued hereby shall be void and without force or effect 
unless it shall be accepted by applicant in writing within 30 days from the date 
of the issuance of this order: Provided, however, That such acceptance may be 
filed within 30 days after final disposition of the judicial review of any petition 
for review that may be filed herein. 

(B) (2) Unless new facilities providing for additional system sales capacity 
are authorized and installed by October 15, 1953, to meet applicant’s estimated 
firm requirements for the 1953-54 peak-day season, applicant shall file on said 
date emergency service rules providing for the equitable distribution of its gas. 

Further, we take notice of the fact that, subsequent to the date of 
hearing herein, we issued, on July 11, 1952, a certificate of public 
convenience and necessity to Colorado Interstate, 11 F. P. C. 1122, 
authorizing it to construct and operate facilities to enable it to trans- 
port gas into its system from the Keyes and South Keyes Fields in 
Colorado. The volumes of gas thus made available to Colorado In- 
terstate are estimated to be approximately 4,500 M. c. f. per day in 
1952 and 1953, and to be substantially greater thereafter. 

The record shows that the quantities of gas required to provide 
natural-gas service to Castle Rock amount to 270 M. c. f. on a peak 
day in the first year and 447 M. c. f. on a peak day in the fifth year, 
and to provide natural-gas service to Fountain amount to 162 M. c. f. 
on a peak day in the first year and 268 M. c. f. on a peak day in 
the fifth year. The cost to Loran L. Laughlin, the prospective dis- 
tributor, of constructing the necessary distribution facilities is esti- 
mated at $25,683 for Castle Rock and $13,133 for Fountain. It ap- 
pears that the estimates of the volumes of gas required for service to 
Castle Rock and Fountain are reasonable, and that the projects can be 
feasibly constructed and operated upon the basis of the estimates sub- 
mitted during the hearing. 
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In view of the recent amendment of paragraph (B) of our order 
issued February 20, 1952, and of the additional quantities of gas which 
have become available to Colorado Interstate in the Keyes and South 
Keyes Fields (docket No. G-1872), we conclude that Colorado Inter- 
state should be granted authorization to construct and operate facili- 
ties and to sell gas to Loran L. Laughlin for resale in the towns of 
Castle Rock and Fountain. Our order will so provide. 

We have carefully considered the record with respect to the pro- 
posed sale of gas by Colorado Interstate to Kansas-Colorado, and we 
have decided that the examiner’s decision that the present or future 
public convenience and necessity do not require that such sale be 
authorized must be sustained. We do not, however, agree with the 
presiding examiner that there is before us in this record a situation 
requiring determination of our statutory authority over the transfer 
of developed gas by “natural-gas companies”. No application has 
been filed by Kansas-Colorado in docket No. G-1870—the application 
in that docket is by Colorado Interstate. In considering whether 
Colorado Interstate should be granted a certificate, however, we must 
weigh all the elements relevant to the determination of whether the 
public convenience and necessity require that the authorization re- 
quested be granted. 

In the case of Colorado Interstate’s proposed sale to Kansas- 
Colorado, we must consider, among other things, the reason for the 
sale, and the effect on Kansas-Colorado of the transfer of its Mid- 
Continent Petroleum Corp. lease to Colorado Interstate. Our exami- 
nation of the record has convinced us that the examiner’s decision with 
respect to such sale, absent the reliance placed therein on our pur- 
ported authority to regulate the transfer by natural-gas companies 
of developed gas reserves, is the proper one. Our order will provide 
that the application by Colérado Interstate in docket No. G-1870, 
insofar as it requests authorization to construct and operate facilities 
to sell gas to Kansas-Colorado, be denied. 

As modified hereinbefore and the further findings and conclusions 
hereinafter set forth, we hereby adopt the presiding examiner’s deci- 
sion in this proceeding. Our order issued herewith is in substitution 
for the proposed order of the examiner as set forth in his decision. 



































FURTHER FINDINGS AND ORDER 





Upon consideration of the evidence, the briefs filed, the decision 
filed by the presiding examiner, and the exceptions thereto, and for 
the reasons and upon the basis of the findings and conclusions set 
forth in our accompanying opinion, the Commission further finds: 

(1) Kansas-Colorado owns and operates a natural-gas transmission 
pipeline extending from the State of Kansas into the State of Colorado, 
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and by the operation of such pipeline is engaged in the transportation 
of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, and is, therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order issued July 25, 1945, in docket No. G-577, 4 F. P. C. 
1026. 

(2) Pursuant to the terms of a contract dated August 2, 1950, 
Kansas-Colorado sells to Panhandle at the wellhead the entire pro- 
duction from two gas wells owned by it and located in Stevens County, 
Kans. 

(3) Kansas-Colorado’s sales of gas to Panhandle constitute a part 
of the production and gathering, or they are at least incidents of, or 
activities related thereto, so that such sales come within the exemp- 
tion of “production or gathering” in section 1 (b) of the Natural Gas 
Act. 

(4) Pursuant to the terms of a contract dated August 9, 1950, 
Kansas-Colorado sold surplus gas between August 9, 1950 and August 
9, 1951, to Colorado Interstate from wells located in Kearny County, 
Kans., and leased by it from Mid-Continent Petroleum Corp. 

(5) Such sales of surplus gas to Colorado Interstate were made at 
a meter located at the east end of Kansas-Colorado’s gathering system 
connecting the wells leased by it from Mid-Continent Petroleum Corp., 
from which point Colorado Interstate transported the gas into its 
system. 

(6) Kansas-Colorado’s movement and sales of gas to Colorado In- 
terstate constitute a part of production and gathering, or are incidents 
of or activities related thereto, so that such movement and sales come 
within the exemption of “production or gathering” in section 1 (b) 
of the Natural Gas Act. 

(7) Colorado Interstate, a Delaware corporation having its prin- 
cipal place of business at Colorado Springs, Colo., owns and operates, 
among other facilities, a natural-gas transmission pipeline system lo- 
cated in the States of Kansas, Texas, New Mexico, Oklahoma, and 
Colorado, and by such operations is engaged in the transportation and 
sale of natural gas in interstate commerce for resale for ultimate public 
consumption, subject to the jurisdiction of the Commission, and is, 
therefore, a “natural-gas company” within the meaning of the Natura] 
Gas Act as heretofore found by the Commission in its order issued June 
9, 1945, in docket No. G-294, 4 F. P. C. 936, and its orders issued March 
1, 1951 and February 21, 1952, 10 F. P. C. 778, 1387 and 11 F. P. C. 821. 

(8) The facilities proposed in docket No. G-1870 to be constructed 
by Colorado Interstate, as described in its application, as supplemented 
and amended, would, if constructed, be used for the transportation 
and sale of natural gas in interstate commerce, subject to the jurisdic- 
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tion of the Commission, and the construction and operation thereof 
as integral parts of the pipeline system operated by Colorado Inter- 
state, are subject to the requirements of subsections (c) and (e) of 
section 7 of the Natural Gas Act. 

(9) Colorado Interstate is able and willing properly to do the acts 
and perform the service proposed to be rendered to Pikes Peak, Loran 
L. Laughlin, and Citizens Utilities Co., and to conform to the provi- 
sions of the Natural Gas Act, and the requirements, rules, and regu- 
lations of the Commission thereunder. 

(10) Colorado Interstate’s proposed construction and operation of 
facilities for the transportation and sale of gas to Pikes Peak, Loran 
L. Laughlin, and Citizens Utilities Co., as more fully set forth in the 
application in docket No. G-1870, as amended and supplemented, are or 
will be required by the present or future public convenience and 
necessity, and a certificate therefor should be issued as hereinafter 
ordered and conditioned. 

(11) Colorado Interstate and Kansas-Colorado have entered into 
a proposed arrangement whereby Kansas-Colorado has agreed to 
assign to Colorado Interstate its gas purchase contract dated May 
9, 1949, with Mid-Continent Petroleum Corp., in consideration of the 
receipt of gas from Colorado Interstate at points near McClave and 
Springfield, Colo. As part of such arrangement, Colorado Interstate 
has agreed to purchase from Kansas-Colorado the latter’s gas gather- 
ing system connecting the Mid-Continent wells for depreciated book 
cost estimated at $72,000. 

(12) Colorado Interstate has not shown that the present or future 
public convenience and necessity require that it be authorized to con- 
struct and operate facilities to enable it to sell gas to Kansas-Colorado 
in exchange for the transfer by Kansas-Colorado to Colorado Inter- 
state of its gas purchase contract with Mid-Continent as proposed in 
its application. 

The Commission orders: 

(A) The application filed by Kansas-Colorado in docket No. G—1595 
be and it is hereby dismissed for the reasons set forth in the accompany- 
ing opinion. 

(B) The application filed by Colorado Interstate in docket No. G- 
1870, as amended and supplemented, so far as it requests authorization 
to construct and operate facilities for the transportation and sale of 
gas to Kansas-Colorado, as in this proceeding proposed, be and it is 
hereby denied. 

(C) A certificate of public convenience and necessity be and the 
same hereby is issued authorizing Colorado Interstate to construct and 
operate the facilities hereinbefore described, all as more fully described 
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in the application, as amended and supplemented, in docket No. 
G-1870, for:the transportation and sale of natural gas to Pikes Peak, 
Loran L. Laughlin, and Citizens Utilities Co., subject to the jurisdic- 
tion of the Commission, upon the terms and conditions of this order. 

(D) The following condition be and the same hereby is attached 
to the issuance of the certificate issued in paragraph (C) hereof: 

The certificate shall be void and of no effect unless accepted in writ- 
ing by Colorado Interstate within 30 days from the date of issuance 
of this order. 

(E) The following conditions be and the same hereby are attached 
to the exercise of rights granted by the certificate issued in paragraph 
(C) hereof: 

(1) The facilities herein authorized to be constructed shall be com- 
pleted and the operation and service herein authorized shall be actually 
undertaken and regularly performed by Colorado Interstate within 6 
months from the date of issuance of this order. 

(2) Colorado Interstate shall file with the Commission, in writing 
and under oath, an original and four conformed copies of the follow- 
ing: (a) within 10 days after the bona fide beginning of construc- 
tion, notice of the date of such beginning; (b) each 3 months after 
the date of issuance of this order, a progress report showing the 
exact status of the construction authorized herein; (c) within 10 days 
after completion of construction of the facilities herein authorized 
to be constructed, notice of the date of such completion; and (d) within 
6 months after construction of the facilities herein authorized has 
been completed, a statement showing the actual cost of constructing 
such facilities-and showing separately the actual cost of labor, mate- 
rials, rights-of-way, damages, surveys, engineering, inspection, over- 
head, interest during construction, contingencies, and all other items 
of cost, together with a statement showing and explaining the cause 
for any difference between actual cost and estimates of cost relied on 
by Colorado Interstate Gas Co. in this proceeding. 

(3) The certificate hereby issued is not transferable and shal] be 
effective only so long as Colorado Interstate continues the operations 
hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations, or orders heretofore or 
hereafter issued by the Commission. 

(4) Nothing herein is to be construed as a waiver of the conditions 
stated in the order of the Commission issued on November 24, 1952, 
In the Matter of Colorado Interstate Gas Co., 11 F. P. C. 1467. 

Chairman BucHanan and Commissioner Draper dissenting in part 
and concurring in part. 
Commissioner Dory, concurring. 
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Dory, Commissioner, concurring: 


Following recent oral argument before the United States Court 
of Appeals for the District of Columbia Circuit in State of Wiscon- 
sin, et al. v. Federal Power Commission, 205 F. 2d 706, January, 1953, 
there is now pending a decision by that Court upon the soundness 
of this Commission’s interpretation of section 1 (b) of the Natural 
Gas Act in Re Phillips Petroleum Co., opinion No. 217, 10 F. P. C. 
246. A part of the foregoing disposition of the instant proceedings 
follows that interpretation. To that extent, my concurrence here 


is based upon considerations of orderly administration of the Natural 
Gas Act. 


Bucuanan, Chairman, dissenting in part and concurring in part: 


I disagree with the decision of the majority of the Commission 
in the matter of Kansas-Colorado Utilities, Inc., docket No. G—-1595. 

Based on our knowledge of Panhandle Eastern Pipe Line Co.’s 
operations it would appear that the sale and delivery by Kansas- 
Colorado of the natural gas production of its “McClure” and “Scho- 
walter” wells to Panhandle is a sale of natural gas in interstate 
commerce for resale for ultimate public consumption. If that is 
the fact, such sale comes within the provisions of section 1 (b) of the 
Natural Gas Act, and therefore is subject to the jurisdiction of this 
Commission. If there is any question as to the interstate transpor- 
tation of this gas by Panhandle the record should be reopened to 
develop the true facts. 

Furthermore, according to the record in this case the “McClure” 
and “Schowalter” wells are the source of approximately 50 per cent 
of the total production of the Kansas-Colorado system. In view 
of the potential shortage of natural gas supplies in relation to the 
natural gas requirements of the Kansas-Colorado system it is my 
opinion the Commission not only should assert the jurisdiction, which 
I believe is conferred by the Natural Gas Act, but also deny the 
application for the sale of the production from these two wells to 
Panhandle, for the reason that the natural gas supply is or will be 
necessary to the rendition of adequate service to customers of Kansas- 
Colorado. 

Likewise the sale to Colorado Interstate made from 18 Mid-Con- 
tinent wells were sales of natural gas in interstate commerce subject 
to the jurisdiction of this Commission under section 1 (b) of the 
Natural Gas Act. The facts in the latter sale are similar to those 
in Interstate Natural Gas Co. v. Federal Power Commission, 331 
U. S. 682.2. In the matter of the sale to Colorado Interstate I would 






1“By the time the sales are consummated, nothing further in the gathering process 
remains to be done.” (p. 692) 
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issue a certificate authorizing the service applied for, noting how- 
ever that the service covered by the application has terminated. 

The principle involved in this docket falls within those considered 
but rejected by the Commission in Phillips Petroleum Co., docket 
No. G-1148, 90 P. U. R. (N. S.) 325. Both sales, in my opinion, 
are jurisdictional sales. They demonstrate beyond question the gap 
in the regulatory scheme which the Natural Gas Act sought to close 
but which has been recreated by the Phillips decision. 

I concur in the action taken in the matter of Colorado Interstate 
Gas Co., docket No. G-1870. 


Draper, Commissioner, dissenting in part and concurring in part: 


I disagree with the majority’s conclusions reached in docket No. 
G-1595 as to the two sales there in question, which, in my opinion, 
raise the same question as is now before the United States Court of 
Appeals for the District of Columbia Circuit in the Phillips case. 

Here the question is: are the Kansas-Colorado sales to Panhandle 
and to Colorado Interstate sales in interstate commerce for resale 
subject to the jurisdiction of the Commission ? 

The majority dismisses docket No. G—-1595 on the grounds that the 
sales in question constitute a part of production and gathering, or 
they are at least incidents of, or activities related thereto, so that 
such sales come within the exemption of “production or gathering” 
in section 1 (b) of the Natural Gas Act. 

In the Phillips case, 10 F. P. C. 246, I set forth my views on this 
question in a concurring opinion filed August 15, 1951, in which I 
stated that in my opinion the unanimous opinion of the Supreme 
Court in /nierstate Natural Gas Co., Inc. vy. Federal Power Commis- 
sion, et al., 331 U. S. 682, held that the Commission’s jurisdiction does 
attach to sales for resale in interstate commerce made during the 
course of production and gathering except where they are “so closely 
connected with the local incidents of that process as to render rate 
regulation by the Federal Power Commission inconsistent or a sub- 
stational interference with the exercise by the state of its regulatory 
functions * * *,.” 

I fail to find evidence in this record to indicate that Federal regu- 
lation of the sales in question is inconsistent with the exercise by 
the producing state of its powers over production and gathering of 
natural gas reserved to it by Congress in the Natural Gas Act. 
Therefore, in my opinion, the Commission should exercise its juris- 
diction in this case. 


I concur fully in the action taken in docket No. G-1870. 
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CITY OF HASTINGS, NEBRASKA v. KANSAS-NEBRASKA 
NATURAL GAS COMPANY, INC. 


Upon Motion to Dismiss Complaint 
Docket No. G-1487 
February 5, 1953* 
Syllabus 


















1, A sale of natural gas by a natural gas company to a distributing utility 
which consumes such gas in its own electric plant is not a “sale for 
resale” subject to the jurisdiction of the Commission under section 1 
(b) of the Natural Gas Act. P. 15. 

2. Natural gas sold in interstate commerce for industrial purposes is subject 
to the Commission’s rate jurisdiction when it is commingled with natural 
gas sold in interstate commerce for resale. However, where the parties 
agree by contract to establish separate rates for separate sales, the sale 
for industrial purposes becomes nonjurisdictional. P. 17. 

3. Commission dismisses complaint filed by the city against Kansas-Nebraska 

for want of jurisdiction. P. 18. 


Bucuanan, Chairman, dissenting. 
L. J. Marti and Van Pelt for city of Hastings, Nebr. 
Oscar Cox, James D. Comvay, E. G. Stoddard, and D. F. Turner 
for Kansas-Nebraska Natural Gas Co., Inc. 
Albert J. Feigen for Federal Power Commission staff. 





By THE COMMISSION : 
OPINION 


The question presented by this proceeding is whether, on the facts 
set forth below, a sale of natural gas by a natural gas company to a 
distributing utility—in this instance a municipality—which consumes 
such gas in its own electric powerplant constitutes a “sale for resale” 
subject to our jurisdiction under the Natural Gas Act, when such gas 
is delivered by common facilities together with other gas which is sold 
to the municipality and in fact resold by it to others. Because of the 
decisive importance of the physical facts and the historical arrange- 
ments among the parties we shall discuss them in some detail. 













*Designated Commission opinion No. 244. Rehearing denied by Commission order issued 
April 3, 1953. 


Eprtor’s Nore: Affirmed 221 F. 2d 31 (C. A. D. C., 1954) cert. 
denied 349 U. S. 920 (1955). 
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On September 20, 1950, the purchaser, the city of Hastings, Nebr. 
(the city), tiled with the Commission a complaint against the seller, 
Kansas-Nebraska Natural Gas Co., Inc. (Kansas-Nebraska), a nat- 
ural-gas company within the meaning of the Natural Gas Act, directed 
principally at the following restriction contained in the applicability 
clause of Kansas-Nebraska’s rate schedule G—1, constituting a part 
of its tariff filed with this Commission: 

This rate schedule shall apply separately to all natural gas delivered by the 
company to the utility for a single community and its environs for resale and 
also shall apply to such additional natural gas as the utility may require for 
the operation of its gas system in such community and its environs, but shall 
not apply to gas used or consumed by utility (or any of its departments) for 
industrial purposes (emphasis applied). 

The city contends that the exclusionary provision is unduly discrimi- 
natory, invalid, and void, and should therefore be eliminated. 

On October 30, 1950, Kansas-Nebraska filed a motion to dismiss 
the complaint on the ground that the Commission lacked jurisdiction. 
Thereafter, on November 10, 1950, the city filed an affidavit in oppo- 
sition to the motion. Pursuant to our order issued December 28, 
1951, we heard oral argument on February 28, 1952, on the matters 
thus presented." 

Finding that the pleadings did not afford an adequate basis to 
determine the issues presented, we deferred decision on the motions 
and issued our order of March 13, 1952, directing that a prehearing 
conference and hearing be held. Before a duly designated presiding 
examiner, such prehearing conference was conducted on May 26, 1952, 
resulting in a stipulation as to certain of the facts. Hearings were 
held on May 28, and 29, 1952. On motion of the city, we omitted the 
intermediate decision procedure. Briefs were thereafter filed by the 
various parties. 

There is no serious dispute as to the relevant facts. 

In April 1942, the city acquired from the Hastings Gas Co. the 
local distribution system located in the city. The Hastings Gas Co. 
had previously purchased gas from Kansas-Nebraska under a town- 
border contract which, among other things, provided that: 

Gas used or consumed by buyer for industrial use shall not be covered by the 
foregoing schedule, but shall be covered by separate agreement. 

This contract was assigned to the city when it purchased the distribu- 
tion system, and on April 13, 1942, Kansas-Nebraska began selling 
gas thereunder to the city. 


1On February 18, 1952, Kansas-Nebraska submitted for filing certain exhibits as part 
of its motion to dismiss. These the city moved to strike on February 25, 1952, and re- 
quested the Commission to overrule Kansas-Nebraska’s motion to dismiss and to set the 
matter for hearing. It may also be noted that we granted leave to file briefs as amici 
curiae to Minneapolis Gas Co. and to the Metropolitan Utilities District of Omaha, Nebr.. 
both of which were submitted on February 27, 1952. 
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When the city purchased the distribution system, it already owned 
its own electric powerplant which was then operated with coal and oil. 
On April 11, 1942, Kansas-Nebraska and the city executed a separate 
contract for the sale of gas on an interruptible basis for the power- 
plant. This contract provided that such gas be delivered to the city 
at Kansas-Nebraska’s town-border station, and that title to and re- 
sponsibility for such gas pass to the city at the point of delivery. 
But also provided, however, that such gas be measured at the power- 
plant and that the city there provide a site for a metering and regu- 
Jating station to be installed and maintained by Kansas-Nebraska. 

Kansas-Nebraska has no lines within the limits of the city. 

The foregoing contract for powerplant gas was later superseded 
by a separate contract covering powerplant gas, dated July 1, 1945. 
This latter contract was similarly superseded by a separate contract, 
dated June 18, 1948. Under these contracts, it appears that, until 
December 1, 1949, the city was billed and paid for powerplant gas 
separately from gas billed and paid for under the aforementioned 
town-border resale contract. 

This town-border resale contract, as assigned to the city, was by 
its terms to continue in effect until September 26, 1951. However, on 
October 1, 1947, Kansas-Nebraska filed with the Commission a new 
rate schedule G—-1 which became effective October 1, 1947 and which, 
in exclusionary language similar to that in the replaced schedule, 
provided : 

“This rate schedule shall not apply to gas used or consumed by the 
utility (or any of its departments) for industrial purposes.” The 
city objected to this provision and a similar exclusionary provision 
in a proposed form of contract, but it nevertheless signed such a 
contract on April 12, 1948, effective as of October 1, 1947. Also, on 
April 12, 1948, the city and Kansas-Nebraska signed a contract whereby 
the latter agreed fo pay the city 34 cent per M. c. f. in compensation 
for the city’s transportation of the powerplant gas from the town- 
border station to the power plant. 

Operations, billing, and payment for powerplant gas continued 
as above until December 1, 1949, when the city claims that the power- 
plant gas contract was terminated in accordance with a provision 
therein vesting specified rights for termination in the signatories. 
Kansas-Nebraska denies that the contract was terminated on that 
date, claiming a termination date of July 1, 1950. Which claim is 
right is not a material factor here, as we shall later see. 

Since December 1, 1949, the city has continued taking gas from 
Kansas-Nebraska for use at its powerplant, contending it has a right 
to do so under the town-border resale contract and rate schedule G-1. 
Kansas Nebraska denies that the city has such a right. These views 
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are the subject of judicial proceedings between the parties, yet unset- 
tled. Provision has been made for making of payments for power- 
plant gas pursuant to stipulation between the parties, whereby such 
payments do not prejudice the legal position of either so far as the 
controversy here is concerned. 

Certain other facts respecting the physical operations should also 
be noted. Kansas-Nebraska now delivers gas to the city at six town- 
border stations, all but one being connected with the city’s genera] 
distribution system. Gas is measured at these stations, and, as already 
noted, at the powerplant. There is no line from any town-border 
station which transmits gas solely to the powerplant. From three of 
those stations, it would be physically possible to deliver gas to any 
point within the city, but it appears probable that most of the gas 
used at the powerplant is received at the north town-border station 
which is about 1 mile north of the powerplant. Such gas is commingled 
with other gas which the city distributes through its distribution 
system. The amount of gas consumed at the powerplant, if any, 
depends upon weather and the necessities of the city’s firm customers. 

Prior to 1947, the city purchased gas for resale from Kansas- 
Nebraska under a block type rate. This was changed in 1947 to a 
contract demand form of rate. Kansas-Nebraska’s tariff provides 
that the contract demand may be changed either by formal, written 
amendment or by a purchaser’s actual taking of gas in excess of con- 
tract demand. There is testimony by the manager and superintendent 
of the city’s gas department that the contract demand as fixed by 
the city has always been based solely on the requirements of the city’s 
firm customers and without consideration of powerplant use. 

The city insists that the situation of which it complains must be 
restrictively viewed as it existed when the complaint was filed on 
September 20, 1950, when there was in effect between the parties 
only one agreement, the town-border resale contract. We do not 
agree, for the reasons set forth below. 

Our jurisdiction under section 1 (b) of the Natural Gas Act extends 
to the “sale in interstate commerce of natural gas for resale” but not 
to any “other” sale. That the sale of powerplant gas under the initial 
1942 contract was not a sale for resale is not open to serious question. 
There was no rate interdependence whatsoever between the powerplant 
contract and the town-border contract. Thus, there could be no ques- 
tion of any sort if the city had received the powerplant gas through 
a separate tap on Kansas-Nebraska’s line and carried such gas directly 
to the powerplant by means of a line used solely for that purpose. 

Nor do we perceive on this record how the powerplant contract 
can be said to envision a sale for resale merely because the parties 
agreed to move through common facilities the powerplant gas together 
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with gas delivered under the resale contract, with the volume of power- 
plant gas to be measured later at the powerplant. Nor does it appear 
that the parties intended that the powerplant sale become in fact— 
or even be considered as—a part of the sale under the town-border 
contract when they agreed to leave within the city’s control, as pur- 
chaser, the right to determine how much the total gas delivered was to 
be actually resold by the city and how much was to be used in its 
powerplant. 

Turning next to 1947 when the block type rate in the resale con- 
tract was changed to a contract demand type rate, we conclude that 
the separate legal character of the powerplant contract remained 
unchanged. For the significant operational facts were nob altered 
and there was injected no rate interdependence between the town- 
border contract and the powerplant contract. This conclusion is re- 
inforced by the fact that, at the same time the parties executed a 
new town-border resale contract which, like its predecessor, contained 
a provision excluding gas used by the city for industrial purposes, 
they also executed a contract whereby Kansas-Nebraska would pay 
the city 34 cent per M. c. f. for its transportation of the powerplant 
gas to the powerplant. 

Throughout the foregoing period, both the resale rate schedule and 
the town-border resale contract specifically excluded gas used by the 
city for “industrial purposes”, which we hold forbade, on the facts of 
this case, their application to gas used by the city in its powerplant. 

It is against the foregoing background that the rights of the parties 
must be assessed when the powerplant contract terminated, whatever 
the date. Prior to that time, our analysis above shows that the parties 
had effectively established separate rates for separate sales under two 
separate contracts—the town-border resale contract subject to our 
rate regulatory powers, and the direct sale powerplant contract ex- 
empted by statute from our rate authority. The termination of the 
separate powerplant contract and sale does not invest us with power— 
and we cannot find that the city has unilateral authority—to change 
the terms of the resale contract and companion rate schedule so as to 
make them apply to gas used by the city in its powerplant.? 

The complaint of the city in part recognizes that on the facts here 
iu may not properly purchase powerplant gas under the town border 
resale rate schedule when it seeks elimination from the latter of the 
exclusionary clause. This recognition is qualified, however, by the 
charge of discrimination. 

But. our conclusions above are not altered when we examine the 
charge that the exclusionary provisions of the resale contract and 


?The legal consequences of such use after termination of the powerplant contract are 
accordingly not matters for our decision. 
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rate schedule are unduly discriminatory as to the city. It asserts 
that, among those purchasing under that rate schedule at the time 
the complaint was filed, the city was the only resale customer which 
owned a powerplant using gas purchased from Kansas-Nebratka. It 
appears that Kansas-Nebraska subsequently refused to sell gas to 
another customer under the resale rate schedule for use in the latter’s 
powerplant. We fail to find any basis for the charge of discrimi- 
nation. 

It may also be noted that we have reexamined our own and judicial 
decisions on which the city relies, and we have considered the recent 
decision of the United States Court of Appeals for the Ninth Circuit 
in California Electric Power Co. v. Federal Power Commission, 199 
F. 2d 206, decided October 14, 1952, affirming, among other things, 
our rate regulatory authority under the Federal Power Act over 
an interstate sale of energy under a single contract to the Department 
of the Navy which consumed most of such energy and resold some. 
None of these cases affords support for the city’s position here. The 
distinguishing circumstance here is that the parties in fact and in 
law consummated a separate and long-continued direct sale beyond 
our jurisdiction. 

The city’s belated dissatisfaction with that arrangement cannot, 
of course, empower us to fix the rate for gas separately sold by 
Kansas-Nebraska to the city for its own use, contrary to the unam- 
biguous prohibition in section 1 (b) against our regulation of any 
interstate sales other than sales for resale. On the undisputed facts, 
both the city and Kansas-Nebraska fully recognized and separately 
provided for the daily delivery to and use by the city of large quan- 
tities of gas under the boilers of the city’s electric generating plant, 
apart from delivery of other gas to the city for resale for ultimate 
public consumption. So also did they agree upon and provide for 
a method of measurement of the quantities so consumed and not re- 
sold. We cannot find on the facts here that such method precludes 
or interferes with the exercise of our rate authority over the quan- 
tities which are sold under the town-border contract for resale. 

Having found that the gas consumed by the city at its electric 
generating plant is not the subject of a sale for resale but rather of 
a separate sale for consumptive use, we are directly forbidden by 
section 1 (b) to fix the rate for such sale. Since that is so, we deem 
it equally clear that we may not arrogate such authority indirectly 
by “interpreting” the resale rate schedule to apply to gas consumed 

*For example, in Colorado Interstate Gas Co. v. Federal Power Commission, 185 F. 2d 
857, (C. A. 3, 1950), the court expressly refrained from deciding whether the sales there 
involved were within the jurisdiction of the Commission. But the opinion of the court 


indicates to us that Congress did not confer upon the Commission the authority we are 
asked to assert here. 
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by the city in the generation of electric energy, directly contrary to 
the long-continued express prohibition in that schedule against its 
application to gas so consumed by the city. 

Parenthetically, we may say that, in concluding that the gas con- 
sumed by the city is not the subject of a sale for resale, we have taken 
into account the fact that the customer here is a municipality. Hav- 
ing determined that this is a direct sale for consumption use, we are 
not permitted by the act to alter the result because of that fact. Rec- 
ommendations have been made by the Commission to the Congress 
that would extend our jurisdiction over interstate sales by natural-gas 
companies to include direct sales to industries and sales to utilities 
which are not for resale. But until Congress gives us that authority, 
we have no alternative but to follow the statute. 

Wherefore, the Commission further finds: 

The complaint filed by the city of Hastings, Nebr., against Kansas- 
Nebraska Natural Gas Co., Inc., on September 20, 1950, should be dis- 
missed for want of jurisdiction, and the proceedings at docket No. 
G-1487 should be terminated. 

The Commission orders: 

The aforesaid complaint be and the same hereby is dismissed for 
want of jurisdiction, and the aforesaid proceedings be and the same 
hereby are terminated. 





































































Bucuanan, Chairman, dissenting: 


The decision of the majority rests solely upon the proposition that, 
because the city and the company had once contracted * for a separate 
sale of gas for the powerplant, this Commission’s jurisdiction does 
not reach the entire commingled flow of gas to the city. I cannot 
agree that our jurisdiction may be circumscribed by private contract. 
This is so fundamental to public utility law that no citations are 
needed. 

We have heretofore held that electric energy or natural gas sold in 
interstate commerce for resale is subject to our rate jurisdiction even 
though a part of the commingled flow may be consumed by the buyer.? 
This view of the law was recently upheld by the United States Court 
of Appeals for the Ninth Circuit in California Electric Power Co. v. 
Federal Power Commission, 199 F. 2d 206. 

There is no question but that the facts concerning the physical cir- 
cumstances of the sale of gas at town border metering stations by 
Kansas-Nebraska to the city of Hastings are indistinguishable from 


















































2It is admitted by Kansas-Nebraska that the contract for powerplant gas was termi- 
nated July 1, 1950 prior to the filing by the city of its complaint on Sept. 20, 1950. 

2In the Matter of Colorado Interstate Gas Co., opinion No. 182, November 2, 1949, 8 
¥. P. C.' 818. 
ae the Matter of California Electric Power Co., opinion No. 212, April 12, 1951, 10 

. &. C. 182. 
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the facts in the Colorado Interstate Gas Co. case. In that case the nat- 
ural gas was delivered by the selling pipeline company to the purchas- 
ing distributing utility in a commingled mass at several town border 
metering stations where title and control passed from the seller to the 
buyer. The gas moved through the Public Service Co.’s distribution 
system to its customers and also to its electric generating plant or 
plants where it was burned under boilers. The volume of gas con- 
sumed was measured by Public Service at such plant or plants for its 
own convenience through meters owned by it. Similarly, in the case 
of California Electric Power Co., electric energy was sold by that 
company to the United States Navy which transmitted such energy 
over its lines to its depot at Hawthorne, Nev., where part of such 
energy was resold to customers occupying a housing project and to 
various concessionaires at or near the depot and the balance of the 
energy was consumed in the operation of the various facilities at the 
depot. 

The alternatives can be stated very simply, in those cases as with this 
either the Commission has jurisdiction over the rate charged for the 
entire bulk delivery at town-border stations or it does not. In the 
above cases the courts have agreed that we do have jurisdiction. How- 
ever, under the theory adopted by the majority here, rate jurisdiction, 
or the lack thereof, over commingled deliveries of gas or electricity at 
town border metering stations apparently depends upon whether the 
parties agree that the entire city gate sale is subject to the Commis- 
sion’s rate authority or agree to carve out—on paper—a part of the 
flow and designate it a nonjurisdictional sale. This can only lead to 
the conclusion, as the majority has here decided, that when the parties 
‘annot agree, existing contracts or rate schedules or historical practice 
govern as to the future and the Commission is powerless to exercise 
its jurisdiction over the entire commingled flow of gas or electricity 
unless the existing contracts or rate schedules so provide. That is 
not my understanding of regulatory law,’ nor does such theory serve 
the public interest. 

In the Colorado Interstate case that company endeavored to change 
the applicability clause of its G-1 rate schedule so as to prohibit its 
applicability to the gas consumed in the generating plants of Public 
Service Co. of Colorado and the city of Colorado Springs. Such 
action on Colorado’s part followed notification by Public Service that 
it intended to purchase all gas under the G-1 rate schedule and to dis- 
continue the purchase of gas for use in its powerplants under separate 
contracts on file as rate schedules. We concluded that the change 

® Union Dry Goods Co. v. Georgia Public Service Corp., 248 U. S. 372; Producers Trana. 
portation Co. v. Railroad Commission of State of California, et al., 251 U. S. 228; Sproles v. 


Binford, 286 U. S. 374, 390; Mississippi River Fuel Corp. v. Federal Power Commission. 
121 F. 2d 159, 163 (1941), 2 F. P. C. 170. 
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originally proposed by Colorado * should be disallowed and prescribed 
the language of the applicability clause Colorado should file. 

While the United States Circuit Court of Appeals for the Third 
Circuit, upon review of our order, held that we may not prohibit the 
inclusion in an applicability clause of language limiting the applica- 
bility of the tariff to sales within the Commission’s regulatory juris- 
diction, i. e., sales for resale, it refused to pass upon the question of 
whether Colorado’s sales of gas for consumption in the boiler plants 
of Public Service and the city of Colorado Springs are in fact sales 
for resale. 

Colorado’s amended rate filing subsequently became effective and 
since that time as the Commission so directed in its opinion and order 
supra, Colorado has sold all gas to Public Service under its G—1 rate 
schedule although some considerable portion thereof is consumed 
in the electric generating plants of that company. 

In the light of the Colorado case, I am unable to understand how 
we can do less in the instant case than we did there. Certainly the 
facts of the instant case present nothing that would lead to a change 
in judgment. In other words, we should prescribe an applicability 
clause for the rate schedule of Kansas-Nebraska which will not prevent 
the application of the rate schedule to any portion of the bulk delivery 
of gas by Kansas-Nebraska to the city of Hastings. 

The city alleges discrimination. However, the majority finds no 
basis for discrimination (1) because the city is the only resale customer 
of Kansas-Nebraska owning a powerplant using gas purchased from 
such company and (2) because Kansas-Nebraska turned down another 
customer’s proposal for purchasing gas for use in its powerplant under 
the rate schedule in question. If the test of discrimination under the 
majority view is so limited, then I believe the majority have errone- 
ously restricted the scope of the act dealing with discrimination. Sec- 
tion 4 (b) provides: 

No natural gas company shall, with respect to any transportation or sale of 
natural gas subject to the jurisdiction of the Commission, (1) make or grant 
any undue preference or advantage to any person or subject any person to any 
undue preference or disadvantage, or (2) maintain any unreasonable difference 
in rates, charges, service, facilities, or in any other respect either as between 
localities or as between classes of service. 

It is my opinion that Kansas-Nebraska has violated both 4 (b) (1) 
and 4 (b) (2). The majority refer to the fact that the city, during 
the period prior to the filing of its complaint, had entered into con- 
tracts with Kansas-Nebraska for powerplant gas. As I read the evi- 
dence, the city’s so-called belated dissatisfaction with the contract ar- 
“During the hearing, Colorado filed a further revision in the applicability clause elimi 
nating the express provisions against purchases for buyers’ own use and consumption. 


5 Form 2 Colorado Interstate Gas Co., 1951, pages 77, 79; Form 1 Public Service Co. of 
Colorado, 1951, page 92. 
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rangement was brought about through a basic change in the rate struc- 
ture of Kansas-Nebraska. It was this change which created the dis- 
crimination complained of. 

The record shows that at the time the city originally contracted with 
Kansas-Nebraska for powerplant gas it purchased gas under the town- 
border contract on a “block type” rate which did not provide for a con- 
tract demand or demand charge. When the tariff of Kansas-Nebraska 
was changed in 1947, from the “block” or “commodity type” rate to a 
two part, demand-commodity rate, the responsibility for which the 
Commission cannot avoid entirely, the city vigorously protested to us 
concerning the proposed change in the type of rate but its protest at 
that time was of the informal variety and the reply rejecting the pro- 
test was in kind. The city thereafter reluctantly signed the contract 
of June 18, 1948. Under the demand-commodity rate the city is obli- 
gated to nominate in advance its contract demand each year. The 
record shows that it has nominated demands based entirely upon the 
requirements of its retail customers and for municipal uses ° without 
regard to the volumes of gas required for powerplant operation. Quite 
evidently and without contradiction the nomination of the demand is 
on a sale for resale basis only, a completely jurisdictional sale. 

It is the position of the city that by paying the contract demand for 
gas required to meet its obligations to its retail customers and for other 
municipal uses it is entitled to such volumes of gas throughout the 
year and can use such portion thereof not needed to meet the daily 
requirements of its retail customers in its powerplant. The record 
also shows that if the city of Hastings is unable to use the volumes of 
gas available under the contract demand rate schedule for its power- 
plant but must purchase such gas under a separate contract it will 
increase the cost of gas to the city by approximately $4,600 a month. 
It is merely seeking the right to use its distribution facilities and oper- 
ate its system in the manner which all natural gas distributing com- 
panies in similar circumstances must do if the domestic load is to be 
serviced at reasonable rates. 

There would be no question of the city’s right to sell gas purchased 
under the town border contract to a powerplant if such plant were 
owned by someone other than the city and thereby it could improve 
its system load factor in the identical manner it desires to do here. 

Indeed several such situations now exist upon the Kansas-Nebraska 
system where the purchasing utility, which buys the gas on the same 
resale rate schedule as does the city of Hastings, sells gas to munici- 
pally-owned powerplants. In such instances the purchasing utilities 

*The city is the ultimate consumer of gas for various municipal purposes, other than 
for powerplant use, the gas being purchased under the contract demand rate schedule. 


This fact demonstrates the strained and peculiar reach of the Commission's jurisdiction 
under the majority interpretation. 
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are able to improve their system load factors and thus achieve econ- 
omies in the overall cost of gas which redound to the benefit of resi- 
dents of such municipalities.’ It seems strange indeed that it is pos- 
sible for a large number of other municipalities and private utilities 
to purchase gas from natural-gas companies * under filed contract de- 
mand rate schedules and use part of the gas in their electric generating 
plants when not needed by their retail customers but the city of Hast- 
ings cannot. 

In my opinion, there is a clear showing of disadvantage and preju- 
dice against the community of Hastings through the terms of the 
applicability clause of Kansas-Nebraska’s rate schedule within section 
4 (b) of the Natural Gas Act, and an unreasonable difference in rates 
and service will result. 

I agree that the city lacks the power unilaterally to change the terms 
of the filed rate schedule of Kansas-Nebraska.® But that does not 
foreclose the city’s right to protest against it to us, nor does it limit, 
in the slightest, this Commission’s authority to strike a discriminatory 
clause from such rate schedule when the facts of record prove it to be 
discriminatory. That is our function and the Commission has acted 
upon such basis many times. 

The majority refers to the recent court decision re California Elec- 
tric Power Co., supra, and, without stating why, holds that it affords 
no support for the city’s case. In my judgment, the case is clearly in 
point. In dealing with the California company’s claim that the Com- 
mission’s jurisdiction was limited to that part of the commingled flow 


of energy which was resold and did not attach to the entire flow the 
court stated : 


Here, as in the Penn Water case, the supposed nonjurisdictional part of the en- 
ergy is indistinguishable at the point of sale from the remainder. Moreover the 
amount resold is not constant,.but fluctuating. The Commission contends that 
it is not practicable to segregate the jurisdictional from the alleged nonjuris- 
dictional part. It seems clear, although petitioner contends otherwise, that the 
only mode of segregation would be by separating the two loads and supplying each 
by an independent transmission line from the point of metering and purchase to 
the depot. 

In virtually all sales of power to a public body, such as a municipality, we 
would suppose that some part of the energy is used by the purchaser for its own 
purposes, the rest being resold to the consuming public. It would create untold 
difficulty and confusion if petitioner’s argument in respect of severability for 
rate regulation purposes were to be given countenance. (Page 209) 


For the reasons set forth above, I dissent from the majority action. 


™ Blue Hill, Nebr. ; Red Cloud, Nebr. ; Franklin, Nebr., and York, Nebr. 

® Northern Natural Gas Co. ; Colorado Interstate Gas Co. and Natural Gas Pipe Line Co. 
of America. 

*The majority view, however, makes it perfectly apparent that if companies may right- 
fully maintain exclusionary clauses in resale rate schedules as it has permitted Kansas- 
Nebraska to do, it can hardly refuse, as it did in the Colorado case, to accept such clauses 
when filed by other companics. 
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In THE MaTTER OF 
TEXAS-OHIO GAS COMPANY 


Proceeding on Application for Certificate of Public Convenience 
and Necessity 


Dockets Nos. G-1810, G—1938 and G-1939 
February 20, 1953* 
Syllabus 


1. Commission designated this opinion as a tentative decision pursuant to section 
8 (a) of the Administrative Procedure Act and section 1.30 of the Com- 
mission’s rules of practice and procedure. P. 30. 

2. Commission denies application under section 7 (e) of Natural Gas Act because 
Texas-Ohio has neither shown that it has an adequate gas supply nor 
adequate markets to justify the project. P. 29. 


Draper, Commissioner, concurring in the result only. 
Robert E. Freer and Vernon B. Lowrey for Texas-Ohio Gas Co. 


William R. Duff and Jacob Goldberg for staff of Federal Power 
Commission. 


By THe Comission : 
Oprtnion 


On October 10, 1951, Texas-Ohio Gas Co. (applicant) filed an appli- 
cation, pursuant to section 7 of the Natural Gas Act, at docket No. 
G-1810 for a certificate of public convenience and necessity authorizing 
the construction and operation of a 30-inch pipeline from the Rio 
Grande through the States of Texas, Arkansas, Mississippi, Tennessee, 
Kentucky, and terminating in West Virginia, together with 13 com- 
pressor stations and auxiliary facilities. At the hearing, applicant 
proposed that the terminus be in Ohio. 

The application at docket No. G—1938, filed on April 14, 1952, seeks 
authorization pursuant to section 3 of the Natural Gas Act, to import 
natural gas from Mexico. The application at docket No. G—1939, filed 
on April 14, 1952, seeks a presidential permit, pursuant to executive 
order No. 8202, to construct, operate, and maintain facilities for the 
proposed importation of natural gas from Mexico into the United 
States. 

The delivery capacity of the project proposed at docket No. G—1810 
is 505,000 M. c. f. per day. Fuel use and line loss is estimated at 
82,000 M.c. f. perday. The estimated construction cost is $185 million, 
to be financed by 75 percent funded debt, 10 percent interim notes con- 


*Designated Commission opinion No. 238. Tentative decision affirmed by order of the 
Commission, infra, p. 32. 
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vertible into preferred stock, and 15 percent common stock. The en- 
tire capacity on a 95 percent load factor basis is proposed to be used 
for sale in Ohio to the Reserve Natural Gas Co. (Reserve Natural). 

By order of February 20, 1952, the Commission fixed April 15, 1952, 
as the date for the commencement of hearings in the proceedings.* 

Hearings commenced on April 15, 1952; and on April 17, 1952, the 
hearings were adjourned subject to further order of the Commission, 
pending the disposition of a motion to dismiss filed by staff counsel 
on April 17, 1952.2, By order of June 17, 1952, ruling on staff counsel’s 
motion was deferred pending the conclusion of applicant’s presenta- 
tion of all its supporting evidence, and the hearing ordered to recon- 
vene on July 7, 1952. 

Applicant concluded its presentation on September 8, 1952, when 
counsel for applicant stated : 

Your Honor, that concludes the applicant’s testimony in chief, and with the 
exhibits for which the numbers have been reserved, which will be submitted 
in 10 days from this recess, it will conclude the applicant’s case-in-chief. 

On September 23, 1952, counsel for National Coal Association, e¢ al., 
interveners in these proceedings, filed a motion to deny the applications 
on the ground that the evidence introduced by applicant in support 
of its application at docket No. G—-1810 would not support the neces- 
sary statutory finding that “* * * the applicant is able and willing 
properly to do the acts and to perform the service proposed * * *.” 
Section 7 (e). 

By order of September 26, 1952, the Commission fixed October 
16, 1952, as the date for filing of briefs; and fixed October 20, 1952, 
as the date for hearing oral argument on the motion to deny filed by 
National Coal Association, e¢ al. 

The construction and operation of the facilities proposed at docket 
No. G-1810 are subject to the requirements of section 7 of the Natural 
Gas Act. Section 7 (e) of the act provides that: 


* * * a certificate shall be issued to any qualified applicant therefor 


if it is found that the applicant is able and willing properly to do 
the acts and to perform the service proposed * * *, and that the proposed 
service * * * is or will be required by the present or future public con- 
venience and necessity; otherwise such application shall be denied. 


* * *s 








As one of the standards in the determination of an applicant’s 
ability to perform, we have long held that an applicant for a cer- 


1 The order of February 20, 1952, details the continuances requested by applicant leading 
up to the order fixing date of hearing. Paragraph (B) of such order provided as follows: 

“(B) Failure on the part of applicant to be fully prepared on said hearing date to 
prosecute its application with all supporting data, exhibits and evidence shall be ground 
for dismissal.” 

*Following opening statements of counsel, staff counsel] made an oral motion on the 
record to dismiss the proceedings. Staff counsel also made an oral motion on the record 
to adjourn the hearings pending the filing and disposition of a written motion to dismiss. 
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tificate must show that it possesses a supply of natural gas adequate 
to meet those demands which it is reasonable to assume will be made 
upon it.° 

The record here shows that on a 95 percent load factor basis, appli- 
cant will require 480,000 M. c. f. of gas per average delivery day, 
plus 32,000 M. c. f. per day for fuel use and line loss, or a total of 
512,000 M.c. f. perday. It proposes to secure such 512,000 M. c. f. per 
day as follows: 


Mexican source 
Gasoline plant gas 
Field gas 


Total 


The Mexican source is gas to be sold to applicant by Petroleos 
Mexicanos (Pemex), a decentralized public institution of the Repub- 
lic of Mexico. The documents respecting this quantity of gas consist 
of two letters signed by the director general of Pemex. The first 
letter dated April 8, 1952, indicates that Pemex intends to dedicate 
adequate reserves to comply with a contract to be executed for the 
sale of the gas. The second letter dated July 31, 1952, states that 
Pemex is in the same frame of mind to contract for the sale of gas, 
but that Pemex will not enter into any contract until after this Com- 
mission has issued a certificate to applicant. A proposed contract 
which was never executed provides that applicant must have secured 
a certificate by July 31, 1952, and have commenced construction by 
September 15, 1952. 

The term of the proposed contract was to be for a 10-year period, 
with the right on the part of the seller “to ask the buyer to negotiate” 
for a new contract. The Mexican supply is approximately 45 percent 
of applicant’s daily total requirement. 

The volume of 173,000 M. c. f. of gasoline plant gas is stated by 
applicant to come from the following sources: 


R. L. Wheelock—East Texas 

H. J. Mosser—Aqua Dulce—Jim Wells 
C. E. Starrett—Refugio 

San Juan Oil Co.—Refugio 

Humble Oil & Ref. Co.—Flour Bluff Field 
Superior Oil Co.—Tait Field 


The letter, dated August 29, 1952, with R. L. Wheelock provides 
that the volume of gas to be delivered will be a quantity equal to 1 
million cubic feet per day from each 7.3 billion cubic feet of recov- 


% In re Kansas Pipe Line & Gas Co., et al., 2 F. P. C. 29, 40. 
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erable gas in place. No gasoline plant is mentioned in this letter. 
No specific fields are mentioned in this letter by reference or otherwise. 
It is provided in this letter that if applicant obtains a certificate by 
November 1, 1952, then a formal contract will be entered into by the 
parties superseding the letter agreement. 

The letter, dated August 29, 1952, with H. J. Mosser provides that 
it is subject to the terms of a formal contract to be agreed upon by 
both parties. This letter provides that the delivery point of the gas 
is to be at the wellhead. No mention is made of any gasoline plant. 
The letter concludes that it is merely an expression of the seller’s 
intent to negotiate with applicant further and “shall in no event be 
considered or construed as an agreement between us or as an offer 
on my part to sell to you.” 

Applicant submitted an executed contract with C. E. Starrett 
dated August 2, 1952. This contract does not refer to any gasoline 
plant. The form of this contract is similar to other executed contracts 
which applicant has with producers for field gas purchases. 

Applicant introduced a telegram from San Juan Oil Co. dated 
September 2, 1952, which reads as follows: 


This is to confirm our understanding that negotiations for the sale of gas 
from my gasoline absorption plant at Refugio, Tex., will be resumed upon 


your return from Washington. 
No mention of any volume of gas is made. 

The letter from Humble Oil & Refining Co. covering the Flour 
Bluff Field states that “Sellers specifically exclude their Flour Bluff 
gas plant residue gas which has previously been committed to another 
purchaser.” This letter provides that if applicant obtains a certifi- 
cate by July 31, 1952 (extended to October 30, 1952), then a formal 
contract will be entered into by the parties superseding the letter 
of agreement. 

No estimate of gas reserves was submitted as to any of such gaso- 
line plant volumes. Nor was any evidence adduced as to the histori- 
cal experience of the production from any of such gasoline plants. 
As a matter of fact, the record is not clear as to the particular fields 
from which these gasoline plants are drawing or are expected to draw 
gas for processing. Applicant’s witnessses were unable to supply in- 
formation as to the location of some of these plants, Coupled with 
the foregoing is the fact that some of the letters hereinbefore men- 
tioned either expressly exclude gasoline plant gas or make no men- 
tion of any gasoline plant gas. Again, the letter from H. J. Mosser 
expressly provides it is not to be construed as an agreement of any 
sort; and the telegram from San Juan Oil Co. merely indicates that 
negotiation will be resumed. The volume of gas represented as gaso- 
line plant gas is approximately 34 percent of applicant’s total daily 
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requirement. "We have held in past certificate proceedings that re- 
serve and deliverability estimates must be submitted in support of any 
commitment for a gas supply. Even if it were not feasible to give 
any estimates of the reserves supplying these gasoline plants, as appli- 
cant contends is the case, the showing made here by applicant would 
nevertheless be insufficient to prove an adequate gas supply for 34 
percent of its total requirements. 

Turning to the supply of 107,000 M. c. f. per day, said to come from 
wellmouth deliveries in Texas gas fields, applicant introduced about 
30 documents covering about 43 fields. Only 9 executed formal con- 
tracts covering 10 fields were introduced. One of these executed 
formal contracts concerns the contract with C. E. Starrett already 
referred to, which applicant states covers gasoline plant purchases. 

Applicant introduced reserve studies for the 9 fields covered by the 
8 remaining executed contracts. The total reserves for such fields is 
131,706,000 M. c. f£.4 The estimated deliverability from these nine 
fields is 18,200 M. c. f. per day. 

The remaining fields are covered by various forms of letters, all 
looking to the negotiation of or execution of contracts. Applicant 
has differentiated such letters between “letters of commentment” and 
“letters of intent.” No useful purpose would be served in an attempt 
here to catalogue these instruments into the two categories named by 
applicant. Rather, we shall examine those letters or documents cov- 
ering the larger blocks of applicant’s requisite gas supply to deter- 
mine any actual control the applicant has over such reserves. 

Applicant estimated that the reserves of these fields total 840,533,000 
M. c. f., with a deliverability of 125,000 M. c. f. per day. The field 
with the largest reserve is the Flour Bluff Field with a reserve esti- 
mate of 462,034,000 M. c. f.5 or more than half of the total of reserves 
of these fields. Applicant has estimated a deliverability of 38,500 
M. c. f. per day from this field, of which 10,000 M. c. f. is stated to be 
gasoline plant gas. The letter from Humble Oil & Refining Co. cov- 
ering this field has already been referred to in the discussion of appli- 
cant’s source of gasoline plant gas in which it was noted that Humble 
expressly excludes residue gasoline plant gas. This letter provides 
that the “volume of gas to be delivered would be the available gas pro- 
duced by sellers in the Flour Bluff Field which at this time would 
amount to at least 10,000,000 cubic feet per day.” 


* All figures hereinafter referred to are taken from the record as it consisted at the close 
of the hearing. Applicant has annexed to its brief revised estimates of both reserves and 
deliverability as to the 33 fields concerning which applicant introduced estimates at the 
hearing. In addition, applicant annexed reserve and deliverability estimates for six fields 
concerning which no previous estimates had been introduced at the hearing. Even if these 
revised and new estimates were to be considered, the conclusions reached here would remain 
srdstantially unchanged, since the general overall situation remains the same. 

5 Excludes 13,909,000 M. c. f. of solution gas referred to by applicant in footnote of 
exhibit 44, p. 13. 
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The next largest reserve estimate is that for the Heard Ranch Field 
and this is covered by two letters from Hewitt & Daugherty. The first 
letter dated July 1, 1952, merely states that “subject to the terms and 
provisions of the proposed contract with Texas-Ohio Gas Co.,” buyer 
agrees to purchase, and producer agrees to sell a certain volume of 
gas, the exact quantity to be determined at a later date by a joint 
study of the gas reserves. The second letter is dated August 1, 1952, 
states that the producer has not had an opportunity to work out the 
details of a contract, but that “we are very favorably impressed with 
such contract and are confident that we will consummate an agreement 
with you in the near future”. The reserves in the Heard Ranch Field 
are estimated at 108,813,000 M. c. f., and the daily deliverability is 
estimated at 9,000 M. c. f. 

The letter from Sunray Oil Corp., dated July 31, 1952, covering 
four fields with total estimated reserves of 77,234,000 M. c. f. states 
that the letter confirms discussions concerning @ possible sale of nat- 
ural gas to applicant. The letter refers to the fact that a “formal 
contract will be entered into by the parties hereto which will super- 
sede this agreement.” The daily deliverability from these four fields 
is estimated at 5,000 M. c. f. per day. 

It is not necessary to go through the remaining letters covering field 
gas purchases. The three letters just referred to cover about 75 per- 
cent of the total reserve for field gas purchases under letter documents. 
Asa matter of fact taking the total reserves for field gas purchases of 
972,239,000 M. c. f., only 131,706,000 is under contract in a form nor- 
mally found acceptable in certificate proceedings. Further, if the 
situation be viewed as to the volume of 512,000 M. c. f. of daily require- 
ment, only 18,200 M. c. f., or 4 percent is covered by such form of gas 
purchase contract submitted by applicants in all certificate matters. 
We have already indicated the tenuity of some of the letters covering 
the larger blocks of field gas purchases. 

Particularly in view of the fact that this is a new project, we cannot 
find that the letters of commitment and letters of intent evidence suffi- 
cient control over the reserves to warrant the finding that applicant 
has an adequate gas supply. 

We find that we cannot consider that an adequate showing has been 
made by applicant for the source of supply from Mexico, based as it is 
on the two letters introduced in evidence, and which covers almost half 
of applicant’s daily requirements. We are not passing judgment on 
the sufficiency of the resources and the deliverability of the Mexican 
fields. We must, however, in considering the Mexican supply, the gas- 
oline plant sources, and field gas sources take into account the general 
overall picture of applicant’s entire gas supply. Adding all these facts 
together, we conclude that applicant has not made a showing that 
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it has an adequate supply of gas to warrant the issuance of the certifi- 
cate of public convenience and necessity sought here. 

Moreover, gas supply is only one of the issues in determining the 
ability of an applicant to perform and in determining the public con- 
venience and necessity. As has been indicated, Reserve Natural Gas 
Co., a newly formed corporation, is to take applicant’s entire sales 
capacity on a 95 percent load factor, or an average daily volume of 
480,000 M. c. f. Reserve Natural takes the position that its market 
requirements should be the subject of a separate certificate application 
proceeding and its markets should not be the subject of the instant 
proceeding. At the same time, Reserve Natural states it is not certain 
that the facilities to be constructed by it and the operation thereof 
are subject to the certificate requirements of section 7 of the Natural 
Gas Act. These considerations aside, it is clear that, in order to de- 
termine the economic feasibility of Texas-Ohio’s project and the public 
convenience and necessity to be served by it, we must have a showing 
that gas to be transported by Texas-Ohio can in fact be resold at rates 
which will justify the project and used in a manner to warrant its 
authorization under the statute. This has not been shown on this 
record. 

We have given applicant a reasonable opportunity to prove that it is 
entitled to a certificate of public convenience and necessity. Four 
separate hearing sessions have been accorded applicant to permit it to 
make the showing required by section 7 of the Natural Gas Act. Tak- 
ing all of the foregoing facts together; viz: lack of adequate gas 
supply, the nebulous state of the evidence as to whom and in what 
volumes Reserve Natural intends to sell the gas, the lack of evidence 
as to the ability of Reserve Natural to absorb and pay for 480,000 
M. c. f. of gas per day for 365 days in the year, the lack of evidence as 
to the economic feasibility of the proposed project, we conclude that 
applicant has not sustained the burden of showing that it is “able and 
willing properly to do the acts and perform the service proposed.” We 
find and conclude therefore that it has failed on this record to show 
that the proposed service, construction or operation is or will be re- 
quired by the present or future public convenience and necessity. 

At the oral argument before us, counsel for Texas-Ohio stated that 
the matter was before the Commission for final decision, and that the 
entire matter is now properly before us for disposition. Counsel for 
Texas-Ohio stated that the time has come for judgment for or against 
the application. We construe these statements to mean that counsel 
in effect waive the intermediate decision procedure and request a final 
Commission decision. 

There is pending the motion made by staff counsel to dismiss, de- 
cision as to which was reserved in our order of June 17,1952. In view 
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of our disposition of this application as hereinafter ordered, no further 
action thereon is required. 

The statute provides that if an applicant does not make the required 
statutory showing its application shall be denied. Accordingly, we 
have no recourse but to deny the application of Texas-Ohio at docket 
No. G-1810. In the absence of a certificate at docket No. G-1810, we 
must necessarily find that the application of Texas-Ohio at docket 
No. G-1938 for authority to import natural gas from Mexico will not 
be consistent with the public interest. Accordingly, this application 
must be denied. Likewise, there exists no need for further action on 
the application filed by Texas-Ohio at docket No. G—1939. 

The Commission orders: 

The applications filed by Texas-Ohio Gas Co. at docket Nos. G—-1810 
and G—1938 be and the same are hereby denied; the proceedings in 
docket No. G-1939 be and the same are hereby terminated. 
Commissioner Draper concurring in the result only. 


Order designating tentative decision 
Texas-Ohio Gas Co. 
Docket Nos. G-1810, G-1938, G-1939 
December 31, 1952 


On December 4, 1952, Public Utilities Commission of Ohio, an in- 
tervener in the above-docketed proceedings, filed an application for 
rehearing of the opinion, findings and order, 12 F. P. C. 23, opinion 
No. 238 issued on November 7, 1952, in these proceedings. 

On December 5, 1952, Texas-Ohio Gas Co. (applicant) and Reserve 
Natural Gas Corp., an intervener, filed a joint application for rehear- 
ing of said opinion. 

In that opinion, we refer to the statements of counsel for applicant 
to the effect that applicant requested a final decision in this matter. 
We construed these statements to mean that counsel for applicant 
waived the intermediate decision procedure. These statements were 
made at the oral argument before the whole Commission on the issues 
raised by a motion to deny these applications on the ground that the 
evidence introduced by applicant in support of its application at 
docket No. G-1810 would not warrant the necessary statutory finding 
that applicant “is able and willing properly to do the acts and to 
perform the service proposed” [Natural Gas Act, section 7 (c)]. The 
question was directly presented to counsel for applicant whether “you 
are, in effect, waiving any request for the intermediate decision pro- 
cedure and taking the position that the matter is now before the 
Commission for disposition on its merits” (Transcript, 2016). Coun- 
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sel for applicant stated “I do want to say in that connection, though, 
as clearly as possible, that it is the applicant’s legal position that these 
hearings are now concluded, that all parties have waived cross-exami- 
nation, and that the time has come for judgment, for or against this 
application” (Transcript 2017). And in his opening statement in 
discussing the issues raised by the motion to deny, counsel for appli- 
cant stated that the answer to the motion “has about in effect brought 
the matter here before you for final decision” (Transcript 1995). 

Counsel for the Public Utilities Commission of Ohio was present 
at the oral argument and presented the arguments of that Commis- 
sion. Though present when all the above took place, he did not raise 
any objection or make any statement concerning the omission of the 
intermediate decision procedure. We assumed therefore in the con- 
text of the whole matter that he assented to the proposition that the 
matter was before us for final decision. 

The Public Utilities Commission of Ohio in its application for re- 
hearing now states that we erred in finding that the parties had 
waived the intermediate decision procedure, and that “neither the 
Public Utilities Commission of Ohio nor Reserve Natural Gas Corp. 
(sic) waived the intermediate decision procedure.” The joint appli- 
cation for rehearing filed by applicant and Reserve Natural Gas Corp. 
states (p. 10) “Counsel for applicant did not waive intermediate de- 
cision at any time.” 

In order to remove all doubt that due process has been accorded and 
to meet the objections raised by these petitioners who now state that 
they have not waived the intermediate decision procedure, we shall 
accord them that procedure under all of the facts and circumstances. 
This proceeding is one involving an application for an initial license. 
Section 8 (a) of the Administrative Procedure Act provides that, in 
determining applications for initial licenses, such as these proceedings, 
the agency may issue a tentative decision. We therefore shall now des- 
ignate the opinion issued on November 7, 1952, in these proceedings a 
tentative decision. All parties shall forthwith be governed by section 
1.31 of our rules of practice and procedure (18 C. F. R. 1.31), and pur- 
suant thereto, exceptions in the manner and form therein provided 
shall be filed within 20 days from the date of the issuance of this 
order. 

Petitioners here also allege error in that the presiding examiner 
technically has failed to certify the record to us. All parties have 
briefed and argued the matter on the whole record made in open public 
hearings. We have in fact considered this matter on the whole record 
thus made. We believe that this allegation of error is wholly without 
merit. In any event, the presiding examiner has heretofore formally 
certified the record pursuant to our direction and it is formally as 
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well as in fact before us for decision. There is nothing in the formally 
certified record which was not previously before us in fact. Nor is 
there any dispute that the record previously before us was complete. 

The Commission orders: 

(A) The opinion, findings and order 12 F. P. C. 23 (Opinion No. 
238) issued in these proceedings on November 7, 1952, be and the 
same are hereby designated as a tentative decision, pursuant to sec- 
tion 1.30 of the Commission’s rules of practice and procedure (18 
C. F. R. 1.30). 

(B) Exceptions to this tentative decision shall be filed in the man- 
ner and form prescribed by section 1.31 of said rules of practice and 
procedure (18 C. F. R. 1.31) within 20 days from the date of the 
issuance of this order. 
Commissioner Draper dissenting. 


Order on exceptions to tentative decision* 

Texas-Ohio Gas Co. 

Docket Nos. G-1810, G-1938, G-1939 
February 20, 1953 


On January 19, 1953, Texas-Ohio Gas Co. (applicant) and Reserve 
Natural Gas Corp. (intervener), jointly, and The Public Utilities 
Commission of Ohio (intervener) filed exceptions to the tentative deci- 
sion of the Commission, denying the applications in these proceedings. 

We shall first review the exceptions filed by applicant and Reserve 
Natural (exceptors). The statements recited under the heading 
“Statement of Position”, do not purport to be exceptions and, there- 
fore, need not be discussed here. The “Findings and conclusions in 
lieu of tentative decision” are not adopted, for the reason that the 
Commission found, and now finds, that applicant on the whole record 
has not made a showing that it has an adequate supply of gas to war- 
rant the issuance of a certificate of public convenience and necessity 
sought here. We have already stated the reasons for concluding that 
each of the sources of gas supply by itself cannot be considered as ade- 
quate, and, also, that in determining the sufficiency of an applicant’s 
gas supply these specific sources must be judged on an over-all basis 
(12 F. P. C. 23,28). The opinion of the Commission In re Z'exas Gas 
Transmission Corp., et al.,8,F. P. C. 190, opinion No. 177, reprinted in 
part by the exceptors here, forcibly points out that no single factor is 
determinative of the adequacy of an applicant’s gas supply, but this 














1 Opinion 12 F. P. C. 23, issued November 7, 1952, designated as tentative decision by 


order issued December 31, 1952 (p. 30, supra), will be referred to herein as “tentative 
decision.” 
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issue must be resolved upon all the facts of record in each given case. 
The tentative decision recites our reasons and findings supporting the 
conclusion that Texas-Ohio does not have an adequate supply of gas 
to warrant the certificate sought, 12 F. P. C. 23. On further review, 
we reaffirm such findings and conclusion for the reasons previously 
set forth. 

Additionally, exceptors’ substituted proposed findings that appli- 
cant has certain gas supplies available to it “conditioned upon the issu- 
ance of a certificate of public convenience and necessity on or before 
October 31, 1952” are premised on a date which has long since passed. 
Though most of the instruments covering applicant’s gas supply were 
conditioned on applicant securing a certificate from this Commission 
by October 31, 1952, we have found that applicant has not shown on 
this record that it has an adequate supply of gas, quite apart from the 
“dead line” date. 

Exceptors now request a reopening of the record “to confirm the 
present availability of such gas supplies.” While exceptions to a 
tentative decision is not the proper place for a motion to reopen, we 
have considered the language on page 16 of exceptors’ document as a 
motion to reopen. Exceptors do not disclose what definitive evidence 
is proposed to be offered, if any. We have already indicated that four 
separate hearing sessions have already been accorded to applicant to 
permit it to make the showing required by section 7 of the Natural 
Gas Act (12 F. P. C. 25, 29). We do not believe it would be in 
the public interest to grant this request to reopen. 

Having concluded that applicant does not have an adequate gas 
supply, we could properly rest our denial on this fact alone. However, 
in the tentative decision we referred to the fact that Reserve Natural, 
as the proposed purchaser of applicant’s entire sales capacity, has no 
firm commitments for the resale of the gas; nor would the record sup- 
port any definite conclusions as to the manner or method of disposition 
of the gas by Reserve Natural. We adhere to the view that the evidence 
on markets, submitted in this proceeding, does not support a finding 
that the project is economically feasible. 

In view of our findings above, we do not deem it proper or necessary 
to discuss questions concerning engineering, equipment and materials, 
rates and accounting, and personnel. 

Exceptors’ “Proposed conclusions” are based on subsidiary findings 
which we have found unwarranted and contrary to the record. We, 


therefore, cannot accept the conclusions based on such subsidiary 
findings. 


We turn now to the joint exceptors’ “Exceptions to law and pro- 
cedure.” Exceptors allege error in the action of the Commission, which 
by order of December 31, 1952, designated the opinion as a tentative de- 
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cision, 12 F. P. C. 30. The reasons for that action were stated in the 
order of December 31, 1952, and need not be repeated here. We are 
still of the opinion that we properly construed counsels’ statements 
at the oral argument as a waiver of the intermediate decision pro- 
cedure. When the decision resulting was unfavorable to applicant, 
they complained that there was no waiver of the intermediate decision 
procedure. We then acted to give them the benefit of that procedure, 
and now they complain of that action. In conclusion, we do not see that 
applicant or interveners are prejudiced by our action in designating 
the opinion as a tentative decision. 

So far as exceptors allege that all our conclusions in the tentative 
decision are contrary to the evidence and not based on all the evidence, 
that decision shows that the conclusions were based on consideration of 
the whole record and supported by substantial evidence. Upon recon- 
sideration of the entire record, made especially in the light of the ex- 
ceptions filed, we are even more forcefully impelled to conclude that the 
record as a whole requires the conclusions reached in the decision. The 
mere fact that no countervailing evidence was adduced by opposing 
parties affords no basis for concluding that applicant’s evidence, con- 
sidered as a whole, constitutes proof of an adequate gas supply. 

Under the Natural Gas Act and the Administrative Procedure Act, 
applicant has the burden of meeting the statutory requirement that 
it is “able and willing properly to do the acts and to perform the 
service proposed * * * and that the proposed service * * * is or 
will be required by the present or future public convenience and neces- 
sity; otherwise such application shall be denied”. We have found 
and now find that applicant has failed to sustain that burden by the 
weight of the credible evidence. Therefore, we have no alternative 
but to deny the applications. 

Exceptors, on page 21 of their document, take exception to “many 
of the conclusions” of the Commission. We have no way of deter- 
mining to which conclusions exceptors refer. See section 1.31 (b) 
of our rules. In any event, so far as the exceptions are grounded on 
the mere assertion that the conclusions reached by the Commission 
are not supported by the record and contrary to the weight of the 
evidence, they are subject to the same infirmity as other similar 
exceptions. 

Exceptors again state that the Commission did not have the record 
before it in making the decision. The Commission did have before 
it, in fact, the record of hearing, and we need not pursue this techni- 
cality any further. Exceptors state that their request for judgment 
was not intended to be a waiver of the intermediate decision procedure, 
but, instead, it was intended as a request for a ruling that other parties 
by the filing on September 23, 1952, of a motion to deny had waived 
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the right of cross-examination. It is not necessary to determine 
whether the filing of a motion to deny, by such other parties, waived 
their right to cross-examination. Exceptors designate as an exception, 
by incorporating from their application for rehearing, the action of 
the Commission in setting down for oral argument the motion to 
deny made at the conclusion of applicant’s case-in-chief. The Com- 
mission within its discretion could properly act on the motion to 
deny when it did. C/., Rules of Civil Procedure for the District Courts 
of the United States, Rule 41 (b), as amended. 

The exceptions to certain interlocutory orders of the Commission 
are without merit since no abuse of discretion or prejudicial error is 
shown. 

Exceptors’ “Exceptions to facts: Exceptions to mixed facts & law” 
do not require modification or change in the tentative decision. Excep- 
tors quote a statement from the tentative decision, to the effect that 
it has long been a standard in the determination of an applicant’s abil- 
ity to perform to show it possesses an adequate gas supply. Exceptors 
state that it is sufficient if an applicant has gas available in contra- 
distinction to possession. It is not disputed that “an adequate gas 
supply” is an issue in a certificate proceeding. Whether an applicant 
“possesses” an adequate gas supply, or has “available” to it such a 
supply, is simply a manner of expressing the same concept. We have 
found and, again on review of all the evidence, find that the evidence 
here does not warrant the finding that applicant has shown a gas 
supply adequate for the issuance of a certificate of public convenience 
and necessity, as requested by it. 

Under this same heading “Exceptions to facts: Exceptions to mixed 
facts & law”, exceptors again refer to the substantiality and weight of 
the evidence on which our findings and conclusions are based. We 
have already discussed these points. 

The references in the tentative decision to the fact that both appli- 
cant and Reserve Natural are new corporations offering a new service 
clearly affords no ground for the conclusion in the exceptions that 
“public convenience and necessity would not be served when a new 
company is a prospective purchaser.” That reference reflects one of 
the many factors to be taken into account in making our determina- 
tion in a certificate proceeding. Likewise, our findings concerning 
Reserve Natural’s markets are abundantly supported by the weight 
of the evidence, for the reasons stated in the tentative decision, 
pp. 23, 29, supra. 

The order of November 7 1952 which denied two motions filed by 
applicant, dealt in part with a request by applicant that the presiding 
examiner prepare his decision in these matters in advance of the oral 
argument before the Commission. The order noted that time limi- 
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tation alone would prevent such procedure. We also referred to the 
fact that it was our understanding that counsel had waived the inter- 
mediate decision procedure. However, to accord these parties the 
intermediate decision procedure, when these exceptors contended they 
did not waive that procedure, we adopted the tentative decision au- 
thorized by law in a case such as this. Accordingly, there is no need 
to alter the ruling denying the request for the presiding examiner’s 
decision. 

The exceptions of intervener, Public Utilities Commission of Ohio, 
largely concern the action of the Commission in designating the find- 
ings, opinion and order of November 7, 1952, as a tentative decision. 
We have already treated this issue in the exceptions filed by applicant 
and Reserve Natural, and what we said there applies to this Inter- 
vener. By such action we abridged no right of any party to seek 
review pursuant to section 19 of the Natural Gas Act, nor is any 
party denied “its day in court.” So far as this intervener incorpo- 
rates, as exceptions, pages 1 to 23 of its petition in application for 
rehearing, no new issues are raised which are not already covered in 
our disposition of the exceptions of applicant and Reserve Natural. 

In entertaining the exceptions of the interveners, the Commission 
does not thereby admit that any of such Interveners is a “party ag- 
grieved” by the order of the Commission herein. 

The Commission finds: 

Upon consideration of the whole record, including the exceptions 
filed herein, no change is warranted in the findings, opinion and order 
of the Commission in its tentative decision in this proceeding. 

The Commission orders: 

The findings, opinion and order issued November 7, 1952, 12 
F. P. C. 23, in these proceedings, designated a tentative decision by 
order of December 31, 1952, 12 F. P. C. 30, be and the same are hereby 
affirmed as the final decision of the Commission in these proceedings. 

Commissioner Draper concurring in the result only. 

Commissioner Smith filed the following concurring statement: 
“Having concluded that applicant has not met its burden of proving 
the availability to it of a firmly committed natural-gas supply ade- 
quate to enable it to render the proposed service, I am not convinced 
that it is either necessary to reach or appropriate to consider the other 
elements of proof dealt with in the Commission’s order.” 
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In THE MatTTeR OF 


CONSOLIDATED GAS ELECTRIC LIGHT AND POWER 
COMPANY OF BALTIMORE vy. PENNSYLVANIA WATER 
& POWER COMPANY 


Opinion Denying Motion to Dismiss 
Docket No. E-6441 
March 6, 1953* 
Syllabus 


1. Commission and not the courts has jurisdiction under the Federal Power Act 
to determine in the first instance whether some of the charges billed by 
Penn Water to Consolidated are “reasonable and necessary operating 


expenses” within the meaning of those words as used in Penn Water's filed 


rate schedules. P. 41. 
2. Commission denies Penn Water’s motion to dismiss for want of jurisdiction 
Consolidated’s complaint under the Federal Power Act. P. 44. 


By THE CoMMISSION : 
Opinion 


For a number of years Consolidated Gas Electric Light & Power 
Co. of Baltimore (Consolidated) has purchased at wholesale the bulk 
of the electric energy output of Pennsylvania Water & Power Co. 
(Penn Water). 

On July 2, 1952, Consolidated filed a complaint with the Commis- 
sion in which it alleged, inter alia, that Penn Water over a period of 
years had billed and was seeking to collect from Consolidated certain 
charges, billed as operating expenses, which were in violation of the 
provisions of effective rate schedules on file with the Commission. By 
order issued December 5, 1952, the Commission set the matters and 
issues involved in this complaint for hearing to commence on January 
5, 1953. Thereafter, on December 24, 1952, Penn Water filed (1) 
a motion to dismiss the complaint, and (2) a further motion to limit 
the issues to be considered at the hearing set for January 5, 1953, 
requesting, among other things, that the Commission’s jurisdiction be 
determined before hearing on the merits. 

At the hearing which commenced on January 5, 1953, the presiding 
examiner limited the presentation of testimony and evidence to the sole 
question of jurisdiction, and on January 9, 1953, certified to the Com- 
mission for its determination (a) the question of the Commission’s 


*Designated Commission opinion No. 246. Rehearing denied by Commission order issued 
April 17, 1953. 
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jurisdiction and (b) whether the hearing should proceed upon the 
merits pending determination of the jurisdictional question. The 
Commission by order of January 18, 1953, directed that further hear- 
ing be postponed until the Commission had considered the question 
of its jurisdiction to hear and determine the matters and issues pre- 
sented by Consolidated’s complaint. It is that question respecting 
the Commission’s jurisdiction with which we are here concerned, viz., 
does the Commission have jurisdiction to hear and determine whether 
the charges billed by Penn Water are proper charges which Consoli- 
dated must pay under filed rate schedules, or are such questions re- 
specting proper charges determinable solely by a court of competent 
jurisdiction. 

For a number of years Penn Water and Consolidated have been 
locked in extended litigation concerning their respective rights and 
obligations under certain contracts involving antitrust laws. Fur- 
thermore, there have been extended hearings before this Commission, 
regarding rates and this Commission’s regulatory jurisdiction over 
Penn Water, with appeals and court review of an extended nature? 
as well as proceedings before the Pennsylvania Public Utility Com- 
mission. The record shows that the charges in dispute to December 
31, 1951, total $1,900,571.05 and include legal fees of $1,290,578.64, 
technical consultants’ fees of $164,050.07, and sundry miscellaneous 
claims and expenditures of $445,942.34. The record further shows 
that the estimated total of disputed charges for the period January 1, 
1952, to May 31, 1952, is $263,954.42, or an overall total of disputed 
charges, including $926,089.45 state and Federal income taxes, of 
$3,090,614.92 to May 31, 1952. 

It is claimed by Consolidated that certain of the charges in dispute 
relate to matters of corporate consequence of interest to Penn Water 
alone and do not under any circumstances constitute proper “oper- 
ating expenses” under Penn Water’s filed rate schedules; and that 
certain of the charges are excessive and unreasonable and as billed 
do not constitute reasonable and necessary “operating expenses” re- 
lated to the performance by Penn Water of the electric service which 
it must provide under its filed rate schedules. 

Prior to February 1, 1949, Penn Water’s filed rate schedule covering 
sales and deliveries of electric energy to Consolidated provided that, 








1 Pennsylvania Water 4 Power Co. v. Consolidated Gas Electric Light 4 Power Co. of 
Baltimore, 89 F. Supp. 452; 184 F. 2d 552; 186 F. 2d 934; Certiorari denied, 340 U. S. 906. 
Pennsylwania Water & Power Co. v. Consolidated Gas Electric Light 4 Power Co., 97 F. 
Supp. 952. Consolidated Gas Electric Light 4 Power Co. v. Pennsylvania Water ¢ Power 
Co., 194 F. 2d 89 ; Certiorari denied, 343 U. S. 963. 

2In the Matter of Pennsylvania Water ¢4 Power Co., IT-5915, 8 F. P. C. 1. Pennsyl- 
vania Water Co. v. Federal Power Commission, 193 F. 2d 230; affirmed 343 U. S. 414. 
Consolidated Gas Electric Light ¢ Power Co. v. Siggine, 99 F. Supp. 151. Pennsylvania 
Public Utility Commission v. Pennsylvania Water ¢ Power Co., 74 P. U. R. (N. 8S.) 49; 
27 Pa. P. U. C. 879. 
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in addition to specified fixed amounts, Consolidated shall pay “An 
amount equal to all reasonable operating expenses accrued (by Penn 
Water) during the calendar year, including maintenance and general 
expenses, * * *.” On and after February 1, 1949, Penn Water’s 
effective rate schedule, prescribed by orders of the Commission,’ 
provides that in addition to fixed annual sums and other charges not 
here in dispute, Consolidated shall pay the “reasonable and necessary 
consolidated operation, maintenance and general expenses” incurred 
by Penn Water. The charges in dispute represent expenditures prior 
to February 1, 1949, and expenditures after that date down to the 
present. 

While it may appear that the matters here involved represent only 
a controversy between Penn Water and Consolidated, such is not the 
fact. Charges which Consolidated is required to pay to Penn Water 
represent costs which the customers of Consolidated must bear. If 
the charges paid by Consolidated to Penn Water are in excess of 
reasonable and necessary operating expenses, Consolidated may in 
the first instance pay such unreasonable charges but in the last analysis 
it is the consumers served by Consolidated, the public in general, 
which must bear the burden. Our interest is not only in resolving 
the controversy as such, but in establishing in the public interest what 
are just and reasonable operating expenses under Penn Water’s 
filed rate schedules. 

Both Penn Water and Consolidated are public utilities as that term 
is used under the Federal Power Act and as such are required to set 
up and maintain their books of account in accordance with the uni- 
form system of accounts prescribed by the Commission, which, among 
other things, requires, in the general instructions issued therewith, 
that: 

All charges to the accounts prescribed in this system for electric plant, 
income, operating revenues, and operating expenses shall be just and reason- 
able, and any payments by the utility in excess of just and reasonable charges 
shall be included in account 538, miscellaneous income deductions. 
Expenditures thus included in account No. 538, miscellaneous income 
deduction, do not represent charges which may be included in the 
cost of electric utility service under recognized principles of rate- 
making. The fundamental question therefore presented by the dis- 
pute between Consolidated and Penn Water is whether any part of 
the charges in dispute are other than reasonable and necessary oper- 
ating expenses within the meaning of such terms as used in Penn 
Water’s filed rate schedules and in conformity with the Commission’s 
prescribed uniform system of accounts. It does not follow as a matter 


8In the Matter of Pennsylvania Water ¢ Power Co., IT-5915, 8 F. P. C. 1; 8 F. P. C. 
1193, 1199, 
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of course that because Penn Water’s books of account reflect the 
expenses brought into question by Consolidated’s complaint that ipso 
facto such expenses are “reasonable” or “reasonable and necessary” 
within the meaning of those terms used in Penn Water’s filed rate 
schedules. 

In the ordinary and usual rate proceedings in which definite and 
fixed rates and charges for utility service are established, the Com- 
mission must, in each case, determine the necessary and reasonable 
operation, maintenance and general expenses which constitute that 
part of the cost of service. Under the particular aspects of the rate 
schedules here in question, fixed rates and charges were established 
for all of Penn Water’s customers except Consolidated. A formula 
rate was provided for Consolidated since it received the residual 
electric service. Others entitled to service received specified amounts 
of electric power and Consolidated receives the balance, whatever it 
is. Deliveries to Consolidated are therefore variable and the Com- 
mission concluded that a formula rate based on certain fixed annual 
charges plus reasonable and necessary operation, maintenance and 
general expenses, less revenue received by Penn Water from other 
sales, would represent just and reasonable charges to Consolidated 
for the electric service it received. This was recognized and clearly 
spelled out by the Commission in its opinion and order /n the Matter 
of Pennsylvania Water & Power Co.,8 F.P.C.1. At page 96 it said: 

Penn Water’s rates and charges to Baltimore Co. (Consolidated) will be 
just and reasonable when the power bill is computed by the use of the fair 
rate of return and the rate base we have found, brought down to date every 
6 months for changes in the plant investment, depreciation reserve and working 
capital. In computing the power bill to Baltimore Co. (Consolidated) there 
shall be added to the fair return all reasonable and necessary operating ex- 
penses, taxes, and depreciation computed on the plant investment and at the 
depreciation rates we have herein found proper; there shall be deducted from 
such total electric revenues received from others, including the Conowingo 
backwater payment, and the gross revenues from Metropolitan Co., P. P. & L. 
Co., and Philadelphia Co., and the gross revenues, except the excess revenues, 


calculated at $222,475 for the year 1946, and income taxes associated therewith, 
from Pennsylvania Railroad. 




















Under a rate schedule designed to provide just and reasonable rates 
to Consolidated for electric service by Penn Water which requires that 
Consolidated bear, in addition to specified fixed charges, all reasonable 
and necessary operation, maintenance and general expenses, and Con- 
solidated questions such expenses as billed under the rate schedule 
and claims that they are not reasonable and necessary, the Commission 
has the obligation to determine what are the reasonable and necessary 
charges which Consolidated must pay to Penn Water. That obliyation 
in no way differs from the obligation of the Commission in any ordi- 
nary rate proceeding where like questions respecting operating ex- 
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penses are brought into question. In the usual rate case the Commis- 
sion makes the determination before the rates are prescribed. Here 
the Commission prescribed a formula rate. One part of the formula 
is based on reasonable and necessary expenses to be incurred by Penn 
Water. When the reasonableness and necessity for certain expenses 
is questioned by Consolidated the Commission must make the deter- 
mination as to what part, if any, of the questioned expenses are proper 
under the formula rate which the Commission has prescribed. Other- 
wise the words in the rate schedule “reasonable and necessary” have 
no significance. As the Supreme Court said in Montana-Dakota Utili- 
ties Co. v. Northwestern Public Service Co., 341 U.S. 246 at page 251: 

Statutory reasonableness is an abstract quality represented by an area rather 
than a pinpoint. It allows a substantial spread between what is unreasonable 
because too low and what is unreasonable because too high. To reduce the ab- 
stract concept of reasonableness to concrete expression in dollars and cents 
is the function of the (Federal Power) Commission. It is not the disembodied 
“reasonableness” but that standard when embodied in a rate which the Com- 
mission accepts or determines that governs the rights of buyer and seller. A 
court may think a different level more reasonable. But the prescription of the 


statute is a standard for the Commission to apply and, independently of Com- 
mission action, creates no right which courts may enforce. 


It is clear, under the particular aspects of this case and established 
principles of public utility law, that the Commission, and not the 
courts, must determine, in the first instance, whether the disputed items 
are reasonable and necessary operating expenses within the meaning 
of those words as used in Penn Water’s filed rate schedules. A deter- 
mination of the issues thus presented calls for the exercise of the 
trained judgment of an administrative agency appointed by law and 
informed by experience to deal with the intricate questions of account- 
ing and rate making, the technical meaning of words and the applica- 
tion of judgment respecting a variety of incidents affecting their use. 
Illinois Central R. R. Co. v. Interstate Commerce Commission, 206 
U.S. 441, 454; Standard Oil Co. v. United States, 283 U.S. 235, 238-239. 

The Commission’s function in this matter in determining the mean- 
ing of the words “reasonable and necessary * * * operation, mainte- 
nance and general expenses”, and the proper charges falling in that 
classification, is that described by the Supreme Court when it said 
in Great Northern Ry. v. Merchants Elevator Co., 259 U. S. 285 at 
page 291: 

* * * where the document to be construed is a tariff of an interstate carrier, 
and before it can be construed it is necessary to determine upon evidence the 
peculiar meaning of words or the existence of incidents alleged to be attached by 
usage to the transaction, the preliminary determination must be made by the 


Commission, and not until this determination has been made, can a court take 
jurisdiction of the controversy. 
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The facts in this case do not present a simple question of law. The 
primary questions before us in this case are essentially questions of 
fact. We must determine whether the charges in question are (1) “rea- 
sonable” and (2) “necessary” within the meaning of those terms as 
used in Penn Water’s filed rate tariffs. And those terms must be con- 
sidered specifically in relation to Penn Water’s operations in supplying 
electric energy to Consolidated. Such words thus used are words of 
art and require the exercise of judgment based on experience on the 
part of the Commission in determining whether the disputed charges 
or any of them are to be excluded from the charges which Consolidated 
is to pay under Penn Water’s filed rate schedules. 

In Brown & Sons Lumber Co. v. Louisville & Nashville R. R. Co., 
299 U.S. 393, the Supreme Court points out clearly the situations where 
the courts may deal with disputes as to the meaning of tariffs and when 
resort must be had to a regulatory commission. At page 398 the Court 
said: 
The simple question for decision, as to each shipment, is whether there existed 
“published through rates” “in effect from point of origin to destination.” The 
determination of that question requires ordinarily merely the examination of 
the tariffs. The enquiry would, in all respects, be like that commonly made by 
courts when called upon to construe and apply any other document. This is 
not a case like Standard Oil Co. (Indiana) v. United States, 283 U. S. 235, 238, 
239, where there was required “consideration of matters of fact and the appli- 
eation of expert knowledge for the ascertainment of the technical meaning of 
the words and a correct appreciation of a variety of incidents affecting their use.” 


Here, the shippers might have brought their action at law without resort to the 
Commission. 


It is thus firmly established that the construction and application of 
railroad tariffs, which call for technical knowledge pertaining to trans- 
portation, must first be passed upon by the Interstate Commerce Com- 
mission before court relief may be invoked. Great Northern Ry. Co. v. 
Merchants Elevator Co., 259 U. S. 285, 291 (1922); Brown & Sons 
Lumber Co. v. Louisville & Nashville R. R. Co., 299 U. S. 393, 398 
(1937) ; Texas & Pacific Ry. v. American Tie Co., 234 U. S. 138, 146, 
147 (1913) ; Standard Oil Co. (Indiana) v. United States, 283 U. S. 
235, 238, 239; Armour & Co. v. Alton R. R., 312 U. S. 195, 202. The 
same rule applies with equal force to other administrative agencies 
when issues arise respecting matters committed by law to administra- 
tive determination. U.S. Navigation Co., Inc. v. Cunard Steamship 
Co., 284 U. S. 474, 481-483 (1932). 

The complaint in this case was filed pursuant to the pertinent provi- 
sions of the Federal Power Act, including section 306, which provides: 

Any person, state, municipality, or state commission complaining of anything 
done or omitted to be done by any licensee or public utility in contravention of 


the provisions of this act may apply to the Commission by petition which shall 
briefly state the facts, * * *. If such licensee or public utility shall not satisfy 
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the complaint within the time specified or there shall appear to be any reasonable 
ground for investigating such complaint, it shall be the duty of the Commission 
to investigate the matters complained of in such manner and by such means as it 


shall find proper. (Italics added.) 

The duty imposed upon the Commission by this section of the act 
is in addition to its duties and obligations under other provisions of the 
Federal Power Act. Section 206 (a) of the act provides: 

Sec. 206. (a) Whenever the Commission, after a hearing had upon its own 
motion or upon complaint, shall find that any rate, charge, or classification, de- 
manded, observed, charged, or collected by any public utility for any transmission 
or sale subject to the jurisdiction of the Commission, or that any rate, regulation, 
practice, or contract affecting such rate, charge, or classification is unjust, un- 
reasonable, unduly discriminatory or preferential, the Commission shall deter- 
mine the just and reasonable rate, charge, classification, rule, regulation, prac- 
tice, or contract to be thereafter observed and in force, and shall fix the same by 


order. 

Thus the Commission is called upon to determine whether the charges 
billed by Penn Water to Consolidated and questioned by Consolidated 
are reasonable and necessary operating expenses within the meaning 
of those terms as used in Penn Water’s filed rate schedules. 

The determination of the issues thus posed also brings directly into 
question the validity of the charges billed Consolidated and recorded 
by Penn Water upon its books of account pursuant to the Commis- 
sion’s prescribed uniform system of accounts under the provisions of 
section 301 (a) of the act which, in pertinent part, provides: 

The Commission, after notice and opportunity for hearing, may determine by 
order the accounts in which particular outlays and receipts shall be entered, 
charged, or credited. The burden of proof to justify every accounting entry ques- 
tioned by the Commission shall be on the person making, authorizing, or requiring 
such entry, and the Commission may suspend a charge or credit pending sub- 
mission of satisfactory proof in support thereof. (Italics added.) 

The complaint and the record before us raises doubt as to whether 
the expenses billed by Penn Water to Consolidated are “reasonable 
and necessary” within the meaning of those words as used in Penn 
Water’s filed rate schedules. Accordingly, we question the accounting 
entries by which such charges have been reflected on the books of ac- 
count of Penn Water and find that it is necessary and desirable in the 
public interest that Penn Water justify such entries and charges as 
provided by section 301 (a) of the Federal Power Act, at the hearing 
upon the merits in this docket. 

The best way of bringing this litigation to a conclusion is to proceed 
at once to a hearing on the merits. 

It is clear from the record before us that the Commission has juris- 
diction and authority to hear and determine the issues raised by Con- 
solidated’s complaint. Orderly procedure in the administrative proc- 
ess requires that our prior order separating the issues be vacated and 
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hearings proceed so that timely determination of the issues respecting 
the merits may be made. 

The Commission, having considered the full record before it, includ- 
ing the complaint of Consolidated, the answer of Penn Water thereto, 
and the various motions filed by Penn Water and the responses thereto, 
further finds: 

(1) It is clear from the record before us that the Commission has 
jurisdiction and authority to hear and determine the issues raised 
by Consolidated’s complaint. 

(2) For the reasons fully stated herein, Penn Water’s motion to 
dismiss should be denied. 

(3) The matters and issues involved in this proceeding and which 
the Commission is called upon to determine, raises serious question 
as to whether Penn Water has correctly and properly (i) billed Con- 
solidated under Penn Water’s filed rate schedule and (ii) recorded 
in its books of account, pursuant to the Commission’s uniform system 
of accounts, those expenses which Consolidated has questioned in 
its complaint; and, accordingly, it is desirable and in the public 
interest that Penn Water go forward in the first instance, and assume 
the burden of proof to justify and show that each and every entry 
upon its books of account, brought into question by Consolidated’s 
complaint concerning the expenses billed to it by Penn Water, under 
Penn Water’s filed rate schedule, both prior to February 1, 1949, 
and subsequent thereto covering sales of electric energy, reflects a 
reasonable and necessary expense within the meaning of Penn Water’s 
rate schedules. 

(4) Orderly procedure and expeditious disposition of the matters 
and issues presented require that upon completion of testimony and 
evidence by Penn Water in justification of the expenses billed under 
its filed rate schedule and as provided in (3) above, Consolidated shall 
have the burden of justifying the matters and things about which it 
complains and as set forth in its complaint. 

The Commission orders: 

(A) The motion to dismiss filed by Penn Water on December 24, 
1952, be and it is hereby denied. 

(B) Hearing upon the matters and issues involved in this proceed- 
ing be and the same is hereby set to commence on April 14, 1953, at 
10 a. m. in the hearing room of the Federal Power Commission, 1800 
Pennsylvania Avenue NW., Washington, D. C. 

(C) At the hearing provided in paragraph (B) hereof and in 
accordance with finding paragraph (3), Penn Water shall have the 
burden of proof to justify and show that each and every entry upon 
its books of account brought into question by Consolidated’s complaint 
concerning the expenses billed to it, by Penn Water under Penn Water’s 
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filed rate schedules, both prior to February 1, 1949, and subsequent 
thereto covering sales of electric energy, reflects reasonable and neces- 
sary expenses under such rate schedules. 

(D) Consolidated shall have the burden of supporting and justify- 
ing the matters and things set forth in its complaint and shall submit 
testimony and evidence in support thereof following completion of 
testimony and evidence submitted by Penn Water in conformity with 
paragraph (C) hereof. 


In THE MAarTrerR OF 


TEXAS ILLINOIS NATURAL GAS PIPELINE COMPANY 
AND CHICAGO DISTRICT PIPELINE COMPANY 


Application for Certificate of Public Convenience and Necessity and 
for Abandonment of Facilities 


Docket Nos. G-1914 and G-2090 


April 16, 1953* 


Syllabus 


1. Commission may make the issuance of a certificate of public convenience 


and necessity under section 7 of the Natural Gas Act conditional on the 
issuance of certificates in other proceedings. P. 55. 

2. Commission issues certificates of public convenience and necessity under sec- 
tion 7 of the Natural Gas Act to Texas Illinois and Chicago District 
to construct and operate certain facilities for the transportation and 
sale of gas and authorizes Chicago District to abandon certain facilities. 
P. 57. 

Kenneth W. Wagner and Charles C. McDugald for Texas Illinois 

Natural Gas Pipeline Co. 

John M. Connery and Daily, Dines, Ross & O’Keefe for Chicago 

District Pipeline Co. 

Lambert McAllister for the Federal Power Commission staff. 


By THE CoMMISSION : 
OPrINIon 


On March 12, 1952, Texas Illinois Natural Gas Pipeline Co. (Texas 
Tilinois), a Delaware corporation, filed an application, as supple- 
mented and amended, for a certificate of public convenience and 
necessity authorizing the construction and operation of facilities to 
increase its system pipeline sales capacity by approximately 130,000 
M. c. f. per day. 


*Designated Commission opinion No. 248. 
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On November 18, 1952, Chicago District Pipeline Co. (Chicago 
District) filed an application as supplemented on December 29, 1952, 
(1) for a certificate of public convenience and necessity authorizing 
the construction and operation of certain facilities, and (2) for an 
order authorizing the abandonment of certain present facilities to 
be superseded or replaced, to increase the daily capacity of applicant’: 
Crawford lines from 386,000 M. c. f. to approximately 722,568 M. c. f. 

The applications of Texas Illinois and Chicago District were con- 
solidated for purposes of hearing by the Commission’s order of Feb- 
ruary 27, 1953, and pursuant to due notice a public hearing was held 
in Washington, D. C., on March 25, 26, and 27, 1953, respecting the 
matters involved and the issues presented. The National Coal Asso- 
ciation, United Mine Workers of America, and the Fuels Research 
Council, Inc., were permitted to intervene in docket No. G-2090 by 
the Commission’s order issued February 9, 1953, and in docket No. 
G-1914 by order issued March 18, 1953. 

Texas Illinois owns and operates a natural-gas transmission pipe- 
line system located in the States of Texas, Arkansas, Missouri, and 
Illinois, is engaged in the transportation and sale of natural gas sub- 
ject to the jurisdiction of the Commission, and is a natural-gas com- 
pany within the meaning of the Natural Gas Act (9 F. P. C. 122). 

Chicago District owns and operates a natural-gas transmission 
system located in the State of Illinois, is engaged in the transporta- 
tion of natural gas subject to the jurisdiction of the Commission, and 
is a natural-gas company within the meaning of the Natural Gas Act 
(3 F. P. C. 911). 

Texas Illinois proposes to increase its presently authorized daily 
system capacity from approximately 374,000 M. c. f. to 504,000 M. c. f. 
by the construction and operation of the following facilities, all as 
are more fully described in its application herein and the amend- 
ments thereto: 

(a) One additional 2,000 B. H. P. compressor unit at each of the existing 
compressor stations Nos. 302, 304, 306, 308 and 310, or a total of 10,000 addi- 
tional horsepower to be installed in existing stations; 

(b) Five new compressor stations, to be designated as stations Nos. 303, 305, 
307, 309 and 311, in each of which six 2,000 B. H. P. compressor units will be 
installed, and one new compressor station, to be designated as station No. 301, 
in which five 2,000 B. H. P. compressor units will be installed, or a total of 
70,000 additional horsepower to be installed in the six new compressor stations; 

(c) Five new lateral pipelines and one loop line extending from the existing 
main pipeline in Texas to sources of gas supply, as follows: 

(i) Eight miles of 10-inch pipeline extending from applicant’s 26-inch main 
pipeline to the Heyser gas field; 

(ii) Eight miles of 12-inch pipeline extending from proposed compressor 
station No. 301 to the West Bernard gas field; 
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(iii) Seven miles of 12-inch pipeline extending from a point on applicant’s 
main 30-inch pipeline between proposed station No. 301 and existing station No. 
302 to the Fairbanks gas field ; 

(iv) Thirteen miles of 12-inch pipeline extending from a point on the existing 
Old Ocean 24-inch lateral line to the East Bay City gas field; 

(v) Approximately 38 miles of 16-inch loop pipeline paralleling the existing 
lateral pipeline extending from a connection with the Old Ocean lateral to the 
Phillips plant in the Chocolate Bayou area. 

(d) A suspension-type bridge to support two 30-inch pipelines across the 
Mississippi River at approximately the point of applicant’s existing underwater 
river crossing near Grand Tower, Ill., together with a total of 1.18 miles of 
30-inch pipeline to connect applicant’s existing 30-inch main pipeline and the 
two 30-inch pipelines to be located on said bridge; 

(e) Meter and regulator stations, communication equipment, and other neces- 
sary and appurtenant facilities. 

Texas Illinois now operates a natural gas transmission pipeline 
system in the States of Texas, Arkansas, Missouri, and Illinois for 
the transportation of natural gas produced in Texas, and sells such 
natural gas for resale for ultimate public consumption. The present 
capacity of Texas Illinois’ system is 374,000 M. c. f. per day. The 
natural gas which it transports averages approximately 1,030 B. t. u. 
per cubic foot. Applicant’s present estimated sales capacity of 
383,350 M. c. f., on an as-billed basis of 1,000 B. t. u. per cubic foot, 
is based on an assumed 1,025 B. t. u. content. Of this total, 383,280 
M. c. f. per day has been allocated to its present customers, leaving 
a total of 70 M. c. f. per day of authorized capacity which is held for 
future disposition pending further order of the Commission.’ 

The proposed new facilities involved in this docket will increase 
the sales capacity of applicant’s system from 374,000 M. c. f. per day 
as now authorized to 504,000 M. c. f. per day, or a net increase of 
approximately 130,000 M. c. f. per day. On an as-billed basis of 1,000 
B. t. u. per cubic foot, the capacity of applicant’s line will be increased 
from 383,500 M. c. f. to 519,120 M. c. f. These additional quantities 
of natural gas will be sold to applicant’s present customers except for 
a daily quantity of 1,737 M. c. f. which applicant has requested be 
held in reserve to meet the possible needs of communities along the 
lines of Natural Gas Pipeline Co. of America (Natural) pending 
further order of the Commission. Applicant does not now make, 
and presently does not intend to make, any main line industrial sales 
of natural gas. 

The daily contract quantities of natural gas which Texas Illinois 
is presently authorized to deliver to its individual customers, the 
1The through-put of all gas averages approximately 1,030 B. t. u. per cubic foot and 
there is actually on the order of 1,870 M. c. f. of sales capacity on an as-billed basis, over 
and above the assumed capacity of 383,350 on that basis, or 385,220 M. c.f. This volume 
of 1,870 M. c. f. has been added to the 133,900 M.c. f. to be developed by new facilities on 


an as-billed basis, making 135,770 M. c. f. “Increase authorized” as shown by the tabulation 
on page 5. 
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additional quantities which it seeks authority to deliver by means 
of the proposed new facilities, and the total authorized contract quan- 
tities to be delivered after completion of the additional facilities here 
involved, are shown by the record to be: 











Present Total 
author- | Increase 1954, 
ized author- 1955, 
contract ized and 
volumes 























| M.c.f. 


I rt enicnittaies annem nadia cleinn ieniwainniaatiee 2,712 1,119 3, 831 
Associated Natural Gas Co._..........--------- SESS ESTEE 700 260 960 
aloes ire teenies oni al ictencmnienney OP hadcwpscunn 922 
Illinois Power Co. (Mt. Vernon)..- a tae nihewataetvebs ; GE ticvscctnss 3,914 
Illinois Power Co. (Monticello) --....--.----------- dba sedis TPO Si scenincs 575 
a Ein apni erin remtaiawiae solescieinaadabilath ‘ RE Petecsancns 1,513 
Nashville, City of satiias teachetied ustebiaenigaametisigihatan ada St Binciaduaniin 500 
Natural Ges Pinetine Oo. of Ameries. .........nccccccccccccccccccccccccce .| 81,822 32,301 | 3 114,123 
Northern Indiana Public Service Co_.......--...-.------ diandenabibenncen 47, 830 11, 288 59, 118 
Public Service Co. of Northern Illinois... ..-.......--.------ icaeseriense 152, 830 8, 683 161, 513 
T° ESI scctinirdaapasadcaitein usb iinabiatee wamaiael BO scdinohdaa 1, 132 
nn ND IIIT 1... cnc cmonncleaninieninnsesmbabesimenidl RGD Roonsenkiand 

Ie a cceciaenbeaahmed ee BE Bckcetncead 800 
‘Tee Pesmies Gas Ttens & Cates Oo. ....ncccccccccccccccssccccccccecccesess 82, 788 79, 514 162, 302 
I os os is ciasablinibtobeleinilntohaiia 3, 442 868 4, 310 
Deferred pending further commission order. ......-...-..----------------- 70 1, 737 1, 807 











ieieseenesn aticitddtnatatnientediicnineueaseseananenenenadee: Seay eee 519, 120 












1 Natural Gas Pipeline has requested that 1,737 M. c. f. be set aside pending further order of the Com- 
mission. This volume will be made available to communities along Natural’s pipeline, which do not 
presently have natural gas service. This volume has been included with the 70 M. c. f. available to make 
a total of 1,807 M. c. f. shown as deferred pending further Commission order. 

















The estimated annual requirements of applicant’s customers, which 
will be supplied in future years by means of the expanded facilities 
are shown by the record to be as follows: 


M.c. f. 
SUI sticteccc tiara aiacansasccnatadlaaai ice ua nigt inanesl mab aielteiaabisaetalaneuale 133, 471, 851 
TE eases easizshcci bccsgag ead ens nga crac cic heal iee 165, 615, 686 
NDI sis arse nce shdecadeiig ahha alec paced adnate 172, 740, 286 
PI i aie hs Nissen see i iced inact peaae cia ala ae 180, 961, 561 
OEE de cassette iui aed tehsil conicnateh eisai aa 181, 002, 057 


The total estimated peak-day firm natural-gas requirements of all 
of the utility customers of applicant and of Natural for the winter 
season of 1953-54, and the estimated sources of supply to meet such 
estimated requirements, on an as-billed basis, are as follows: 

Total estimated peak-day requirements_____.___.___-_--_--- 1, 195, 212 M. c. f. 


Present capacity of Natural_....._______ 522, 750 M. c. f. 
Present capacity of applicant__________-_ 385, 220 M. c. f. 











Total present capacity____._.__-___ 907, 970 M. c. f. 
Proposed additional capacity of applicant 133, 900 M. c. f. 
To be made available from Storage Co... 154, 500 M. c. f. 








Total capacity available peak-day 
li isc ibs sts viii ended natin ccna 1, 196, 370 M. c. f. 


Difference 
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This difference of 1,158 M. c. f. represents capacity of applicant allo- 
cated to certain customers but presently not indicated as being required 
by those customers for the winter of 1953-54. These customers will 
make use of this additional volume by the winter of 1954-55. 

The evidence of record clearly shows the need by the gas distributing 
utilities for the additional quantities of natural gas shown above. 
This additional natural gas will be utilized primarily to meet accumu- 
lated requirements for space heating and the quantities of gas avail- 
able during off-peak periods, by virtue of the increased space heating 
load, will be placed in storage according to present plans and natural 
gas sales by gas distributing utilities for interruptible, off-peak and 
company generating plant uses are shown to decrease in future years 
as follows: 


M. c. f. 
Fe. CY iis tistics haiti alaiacac a a 169, 711, 000 
TNT itieiiciktisitncscteyiinehsireiauibaiaiinectatida cena aisaghciaiaguiligaiiaidmcamaiaale 135, 369, 255 
SEO dnichimditendmumuinadimddnnamamamiataae 146, 955, 288 
SOUND csccaisshcnc cata delle aa 128, 124, 621 
SOU wits cesta Racial 112, 750, 406 
RT  caicasacncesien cicuisnseoitienicepichaibetains sdetails 87, 556, 219 


The record shows that applicant does not have signed service agree- 
ments covering the sale and delivery of the increased volumes of 
natural gas which its customers have said they would require. Our 
order herein will therefore be conditioned to require that applicant 
file with the Commission, 60 days before the delivery of increased 
volumes are commenced, appropriate service agreements specifying 
the increased volumes of natural gas to be delivered to its customers 
in accordance with our order herein. 

The total estimated cost of the proposed facilities is $42,148,000, 
including the estimated cost of the Mississippi River crossing of 
$3,266,000. Cost estimates, exclusive of the bridge, are based upon 
actual costs experienced by Texas Illinois and its affiliate, Natural 
Gas Pipeline Co. of America, increased to reflect a 5 percent increase 
in labor costs. The estimates of cost thus derived appear to be reason- 
able and adequate for the construction proposed. 

The proposed suspension-type bridge across the Mississippi River 
near Grand Tower, IIl., in the immediate vicinity of Texas Illinois’ 
present underwater crossing was decided upon in 1950, but, due to the 
unavailability of materials, it became apparent late in that year that 
the bridge could not be completed until more than a year after the 
scheduled completion date for the remainder of the pipeline system. 
It was then decided to construct a submerged crossing. The design 
for the proposed suspension-type bridge has now been completed, 
materials are available, and the total cost is estimated at $3,266,000, 
which appears to be reasonable. The hazard incident to the mainte- 
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nance of a submerged pipeline crossing of the Mississippi River is 
fully recognized and we are satisfied that the expenditure required for 
the construction of an aerial suspension-type bridge to carry two 30- 
inch pipelines in fully justified in the public interest. While a single 
30-inch line would provide adequate capacity for the present Texas 
Illinois system, as increased by the added facilities to be authorized 
in this docket, the additional pipeline will provide a desirable safety 
factor and make available added capacity in the future without new 
construction. 

Texas Illinois proposes to finance the total cost of constructing the 
proposed facilities through the sale of securities in the amount of 
$43,000,000 of which 75 percent, or $32,250,000, will be obtained by 
the issuance of debt securities and 25 percent will be equity to be 
represented by common stock. The debt portion of the financing 
will be secured through the issuance and sale of an additional series 
of first mortgage bonds under an indenture supplemental to the 
open-end indenture securing the series of bonds now outstanding and 
aggregating $98,686,000 which were purchased and are still held 
by a group of 16 insurance companies. The record shows that Texas 
Illinois will afford each of these insurance companies an opportunity 
to purchase bonds of the new series in an aggregate amount equal 
to the ratio of the initial series of bonds held by it to the total bonds 
of such series. The record also shows that all of the insurance com- 
panies have been contacted with respect to their participation in 
a new series of bonds totaling approximately $32,250,000 and, with 
two exceptions, each of the original group has expressed a desire to 
participate, and some have expressed the hope that they will be 
given an opportunity to substantially increase the ratio of their pre- 
vious participation. The vice president of Texas Illinois, who has 
direct supervision of such financing, testified that in his opinion the 
new series can be readily placed within the present group of bond- 
holders. However, no definite commitments for the purchase of the 
new bonds was outstanding at the date of the hearing. 

The equity financing representing 25 percent of the capital required 
for the proposed project is to be obtained through the sale of common 
stock by a preemptive offering to the owners of the common stock 
outstanding at the time of such offering. Preemptive rights to sub- 
scribe for additional shares of common stock from time to time is- 
sued are provided in the certificate of incorporation of applicant. 
The Peoples Gas Light & Coke Co., which now owns 66.7 percent 
of the total outstanding shares of Texas Illinois, proposes to purchase 
for cash 66.7 percent of the common stock offered and all shares not 


purchased under warrants issued to other holders of outstanding 
common stock. 
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The record shows that through the use of funds on hand available 
for such purpose, and by means of a cash advance to be made by The 
Peoples Gas Light & Coke Co., Texas Illinois will be able to finance 
the proposed construction for a period of 90 days in accordance with 
a construction schedule which calls for completion by December 
1, 1953, if construction is commenced during April 1953. Texas 
Illinois is undertaking definite plans to arrange for permanent financ- 
ing during such 90-day period and in this interim period applicant 
proposes to go forward with its construction program. 

It appears from the record that Texas Illinois will be able to 
finance the proposed construction. However, in the absence of definite 
commitments for the purchase of debt securities proposed to be issued 
and assurance that the required equity capital can be assured through 
the sale of common stock, the certificate issued herein will be condi- 
tioned to provide that Texas Illinois shall submit, within 30 days 
from the issuance hereof, a definite plan of financing together with all 
requisite commitments relating thereto, and our order will so provide. 

Applicant’s gas supply for its authorized system capacity of 374,000 
M. c. f. per day was found to be adequate in docket Nos. G—1246 and 
G-1477. Texas Illinois will obtain a gas supply to meet its increased 
requirements in docket No. G-1914 from eight fields in south Texas, 
namely, Chocolate Bayou, Fairbanks, East Bay City, West Bernard, 
Heyser, Hagist Ranch, Amargosa, and South East Clayton. 

Applicant’s natural gas reserves, at 14.73 pounds per square inch 
absolute, as shown in docket Nos. G-1246 and G-1477, brought down 
to approximately December 31, 1952, by considering proven reserves 
reduced by actual production, together with the reserves to be added 
under docket No. G—1914, are as follows: 

Docket No. Million cubic feet 

4, 381, 601 
674, 959 


COND cities tinea mca ae a aa kt 


Total 5, 804, 349 

The average daily requirement of the Texas Illinois system from 
supply sources, with the docket No. G-1914 facilities added, will be 
485,000 M. c. f. (1,030 B. t. u.) at 14.65 pounds per square inch 
adjusted on a 90 percent load factor basis. Applicant has under 
contract a daily volume of 455,000 M. c. f. with a 3 percent tolerance 
which will provide an average daily volume of 469,000 M. c. f. per 
day. Additional supplies of natural gas to make up the deficiency 
betwen average daily requirements and contract volumes available 
are to be provided by spot purchases of flare or dry gas. Avail- 
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ability studies by applicant show that substantially 469,000 M. c. f. per 
day will be available through 1963; and that 431,000 M. c. f., or 89 per- 
cent of the average daily system requirements, will be available 
through the year 1971. The record shows that spot gas in the volumes 
required is presently available. The record also shows that substan- 
tial volumes of natural gas under long-term firm contracts can be 
obtained much more readily and at more reasonable prices when 
system capacity will permit receipt of such gas without delay incident 
to the expansion of pipeline capacity. Applicant will have that op- 
portunity in arranging for a gas supply to make up deficiencies be- 
tween average daily requirements and volumes available under con- 
tract. This deficiency amounts to substantially 16,000 M. c. f. on a 
daily average through 1963 and increases to 54,000 M. c. f. per day in 
1971, or 11 percent of total gas requirements for that year. The peak 
daily requirement of applicant’s system from supply sources is shown 
by the record to be 536,320 M. c. f. The record further shows that 
sufficient tolerance under individual contracts is permitted to provide 
natural gas to meet this maximum daily requirement. 

We find on this record that applicant has an adequate gas supply 
to meet the increased market requirements to be supplied through the 
expanded facilities herein authorized. 

Cost-of-service estimates submitted of record by applicant indicate 
that the cost of service on an M. c. f. basis for the additional volumes 
of natural gas to be made available by the construction and operation 
of the proposed new facilities, may be slightly higher than the esti- 
mated cost of service for its present system. This case, however, in- 
volves a certificate application under section 7 of the Natural Gas 
Act and we make no finding in that regard other than to find that the 
project is economically feasible. If Texas Illinois proposes rates dif- 
fering from those now in effect under its filed tariff schedules, appro- 
priate changes therein must be filed in conformity with the 
Commission’s rules and regulations. 


Cuicaco Districr’s Proposep NEw FAcinities 


Chicago District proposes to increase the capacity of that portion 
of its system designated as the Crawford line from its present capacity 
of 386,000 M. c. f. per day to approximately 722,568 M. c. f. by the 
construction, replacement, and abandonment of the following facili- 
ties during 1953 and 1954, all as more fully described in the application 
and supplement thereto. The new construction proposed is: 


(a) 3.4 miles of 36-inch pipeline extending from a connection with a 36-inch 
pipeline to be constructed by Peoples Gas from its Crawford station to the city 
limit of the city of Chicago paralleling applicant’s present Crawford lines to a 
point at or near the east bank of the Des Plaines River. 
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(b) Approximately 0.3 mile of 24-inch submerged pipeline across the Des 
Plaines River. 


(c) Approximately 31.2 miles of 30-inch pipeline from a point of connection 
with the 24-inch river crossing southwesterly to the junction of Chicago Dis- 
trict’s Crawford and Calumet pipelines in Will County, IL. 

(d) Removal of the regulating station at Weber Road to a new location at 
Willow Springs. 

(e) Regulating and metering facilities at the Crawford station delivery point 
to Peoples Gas. 

(f) Cross connections between the new facilities for which application is 
made and the existing dual Crawford line on both sides of the Des Plaines River 
and at five other locations between the Des Plaines River and the junction of 
Chicago District’s Crawford and Calumet pipelines, with necessary and appro- 
priate valves. 

Chicago District also seeks authority to abandon the following exist- 
ing facilities : 

(a) 3.4 miles of 20-inch pipeline extending eastwardly from the Des Plaines 
River to the city limits of the city of Chicago, and 

(b) Approximately 0.3 mile of overhead 20-inch pipeline across the Des 
Plaines River. 

During 1953 Chicago District proposes to construct the 3.4 miles of 
36-inch pipeline eastwardly from the Des Plaines River, the 24-inch 
Des Plaines River crossing approximately 0.3 mile in length and 14.9 
miles of the 30-inch section westwardly from the Des Plaines River, 
at a cost of $2,950,000, and to construct approximately 16.3 miles of 
30-inch pipeline west of the Des Plaines River during 1954 at a cost 
of $2,550,000. The total cost of all proposed facilities is estimated 
at $5,500,000 which appears to be reasonable and adequate for the 
undertaking. The facilities to be constructed in 1953 will increase the 
capacity of applicant’s Crawford line by 100,000 M. c. f. per day and 
the facilities planned for 1954 will increase the capacity of that line by 
an additional 236,000 M. c. f. per day. 

Chicago District’s natural gas pipe-line system consists of two dual 
transmission lines, originating near Joliet, Ill., and one transmission 
line, originating near Elgin, Ill. The latter transmission line is com- 
monly referred to as Chicago District’s Howard Street line and extends 
easterly a distance of approximately 12.4 miles to the Elmhurst Road 
point of delivery of Public Service. One of said dual lines, known 
as the Crawford line, extends northeasterly from Joliet, Ill., to the 
Crawford station of Peoples Gas and has a daily capacity of 386,000 
M. c. f. The other dual line, known as the Calumet line, extends 
easterly from Joliet, Ill., to Chicago Heights, Ill., thence northerly to a 
point of delivery to the Calumet station of Peoples Gas, and has a 
daily capacity of 348,000 M.c.f. Four short pipe lines connect the Cal- 
umet line with delivery points for the gas distribution system of 
Northern Indiana at the Illinois-Indiana state line. 
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On the peak day during the heating season of 1951-52, Natural and 
Texas Illinois delivered to Chicago District for the account of its 
three customers, 591,467 M. c. f. of 1,000 B. t. u. gas. During the heat- 
ing season of 1952-53, 614,795 M. c. f. of gas was delivered by said pipe 
lines to said customers on the peak day. Deliveries for the account of 
Northern Indiana are made through Chicago District’s Calumet line. 
A portion of the deliveries to Public Service and to Peoples Gas are 
also made from said line. Public Service also receives a portion of its 
gas directly from the facilities of Texas Illinois and from the facilities 
of Natural. 

On the peak day of the 1951-52 heating season, Chicago District 
transported for the accounts of Public Service and Peoples Gas, 
through its Crawford line, 345,355 M. c. f. of 1,000 B. t. u. gas (333, 677 
M. c. f. of 1,035 B. t. u. gas). On the peak day during the 1952-53 
heating season, it transported 361,635 M. c. f. of 1,000 B. t. u. gas (349,- 
406 M. c. f. of 1,035 B. t. u. gas) through said Crawford line. The 
following is a tabulation showing the amount that it estimates it will be 
required to transport through its Crawford line on the peak days 
during the heating season indicated : 


1,000 B. t. u. 1,035 B. t. u. 
459, 930 M. c. f. 444, 377 M. c. f. 
532,150 M. ec. f. 514, 155 M. c. f. 

584, 232 M. c. f. 
. & 597, 005 M. c. f. 
623, 320 M. c. f. 602, 242 M. c. f. 


Chicago District estimates that the 1953 construction proposed 
herein will increase the capacity of its Crawford line by approximately 
100,000 M. c. f. of gas per day, resulting in a capacity in that line for 
the 1953-54 heating season of approximately 486,000 M. c. f. of 1,035 
B. t. u. gas per day. The 1954 construction, Chicago District esti- 
mates, will increase the capacity of said Crawford line by an additional 
236,000 M. c. f. It can, therefore, be seen that by 1954, if gas is avail- 
able to Chicago District for transportataion through its Crawford line, 
the construction of the facilities proposed by it in this proceeding will 
be required. 

The Crawford line is an important facility in providing adequate 
gas service to the Chicago area gas distributing utilities, 5 F. P. C. 85, 
108. However, the only sources of additional natural gas supply to 
Chicago District’s public utility customers are from the facilities to be 
constructed as proposed by Texas Illinois in docket No. G-1914, and 
from the underground gas storage facilities now under construction by 
Natural Gas Storage Co. of Illinois and authorized by this Com- 
mission, 11 F. P. C. 366, docket No. G-1757. In docket No. G-1914, 
Texas Illinois proposes to deliver for the accounts of Peoples Gas and 
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Public Service an aggregate of 88,197 M. c. f. of 1,000 B. t. u. gas per 
day, only a portion of which necessarily will be transported by Chicago 
District through its Crawford line. Only the initial stage of Natural 
Gas Storage Co.’s underground gas storage project in the Herscher 
storage area has been authorized by this Commission. The initial 
stage operation contemplates the delivery of not in excess of 150,000 
M. c. f. of gas per day, only a portion of which will be transported 
by Chicago District through its Crawford line. The Storage Co., in 
docket No. G-1757, represented to this Commission that upon the 
successful completion of the initial stage of its project, it proposes 
to apply immediately to this Commission for a certificate of public 
convenience and necessity for authority to construct and operate the 
facilities necessary to complete its storage project. If said project 
is completed, the Storage Co. will make available large quantities of 
gas to the customers of Chicago District. Chicago District, in making 
its estimates of additional capacity required in its Crawford line com- 
mencing with the heating season of 1954-55, assumes the delivery to 
it of additional quantities of gas from the storage area. However, 
authority to make such deliveries has not been sought from this 
Commission to date. 

The 1953 construction proposed by Chicago District herein will in- 
crease the capacity of Chicago District’s Crawford line to 486,000 
M.c. f. of gas per day. It will, therefore, be sufficient to transport the 
additional quantities of gas made available from the new construction 
proposed by Texas Illinois in docket No. G—1914 and the quantities 
of gas estimated to be available from the storage are for the heating 
season of 1953-54. 

Until such time as the Natural Gas Storage Co. of Illinois is author- 
ized by this Commission to develop further its underground gas storage 
project resulting in the delivery of additional quantities of gas to 
Chicago District for transportation through its Crawford line, or 
until some other means has been developed for the acquisition of addi- 
tional supplies of gas by Chicago District’s customers, the 1954 con- 
struction proposed by Chicago District does not appear to be required. 
The certificate to be issued in docket No. G-2090, therefore, should be 
conditioned that the facilities which Chicago District proposes to con- 
struct in 1954 should not be constructed unless and until there is issued 
and effective, a certificate of public convenience and necessity issued 
by this Commission, authorizing Natural Gas Storage Co. of Illinois 
to make available for daily delivery to The Peoples Gas Light & Coke 
Co., to Public Service Co. of Northern Illinois, and to Northern Indi- 
ana Public Service Co., supplies of gas in addition to such quantities 
as are now presently authorized for delivery to those customers, and 
our order will so provide. 
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Chicago District proposes to finance the cost of the facilities pro- 
posed herein by funds to be borrowed from Peoples Gas which owns 
100 percent of the stock of Chicago District. The loans will be evi- 
denced by Chicago District’s note or notes, to be due 1 year from the 
date or dates of issue, with interest at the rate of 4 percent per annum, 
payable semiannually, and renewable at the option of Chicago Dis- 
trict for successive 1-year terms, but not exceeding four renewal terms. 
The proposed loan arrangement also provides for the prepayment by 
Chicago District at any time in its discretion of portions of the total 
sum involved in amounts of $25,000, or multiples thereof. The Illinois 
Commerce Commission has approved the making of this loan by Peo- 
ples Gas. 

Chicago District transports natural gas on a cost-of-service formula 
including a 6 percent return and its presently filed tariff will govern 
charges for the transportation of the additional volumes to be trans- 
ported by means of the facilities involved in docket No. G-2090. 

Upon consideration of the applications filed herein, as amended and 
supplemented, the evidence of record in these consolidated proceed- 
ings, the proposed findings of fact and conclusions of law submitted 
by the applicants and the Commission’s staff counsel, and for the 
reasons and upon the basis of the findings and conclusions set forth in 
our accompanying opinion, the Commission further finds: 

(1) Texas Illinois owns and operates a natural-gas transmission 
pipeline system located in the States of Texas, Arkansas, Missouri, 
and Illinois for the transportation and sale of natural gas subject to 
the jurisdiction of the Commission, and is a natural-gas company 
within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of June 14, 1950, in docket No. G—1246, 9 
F. P. C. 122. 

(2) The facilities to be constructed and operated by Texas Illinois, 
as set forth in its application, as amended and supplemented, in docket 
No. G-1914, are to be used in the transportation and sale of natural 
gas for resale in interstate commerce, subject to the jurisdiction of the 
Commission, and the construction and operation thereof, and the sale 
of natural gas as proposed by Texas Illinois, are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Texas Illinois is able and willing properly to do the acts and to 
perform the service hereinafter authorized and to conform to the pro- 
visions of the Natural Gas Act and the requirements, rules, and regula- 
tions of the Commission thereunder. 

(4) The construction and operation of the proposed facilities by 
Texas Illinois are required by the public convenience and necessity 
and a certificate therefor should be issued as hereinafter ordered and 
conditioned. 
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(5) Chicago District owns and operates a natural-gas transmission 
system located in the State of Illinois for the transportation of natural 
gas subject to the jurisdiction of the Commission, and is a natural-gas 
company within the meaning of the Natural Gas Act as heretofore 
found by the Commission in its order of February 3, 1943, in docket 
No. G-289, 3 F. P. C. 911. 

(6) The facilities to be constructed and operated by Chicago Dis- 
trict, as set forth in its application, as amended, in docket No. G-2090, 
are to be used in the transportation of natural gas in interstate com- 
merce, subject to the jurisdiction of the Commission, and the con- 
struction and operation thereof, and the transportation of natural gas 
as proposed by Chicago District, are subject to the requirements of 
subsections (c) and (e) of section 7 of the Natural Gas Act. 

(7) Chicago District is able and willing properly to do the acts 
and to perform the service hereinafter authorized and to conform to 
the provisions of the Natural Gas Act and the requirements, rules, 
and regulations of the Commission thereunder. 

(8) The construction and operation of the proposed facilities by 
Chicago District are required by the public convenience and necessity 
and a certificate therefor should be issued as hereinafter ordered and 
conditioned. 

(9) The public interest requires that applicants commence con- 
struction of the proposed facilities at the earliest possible date in order 
to meet natural gas requirements of the 1953-54 heating season and 
the due and timely execution of the Commission’s functions impera- 
tively and unavoidably require that the Commission forthwith render 
its decision in this proceeding pursuant to subsection (2) of section 
1.30 (c) of the Commission’s rules of practice and procedure (18 C. F. 
R. 1.30) as requested by applicants and concurred in by all other 
participating parties in the consolidated proceedings. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the 
same hereby is issued authorizing Texas Illinois to construct and op- 
erate the facilities hereinbefore described, all as more fully described 
in the application, as amended and supplemented, in docket No. G- 
1914, for the transportation and sale of natural gas as therein set 
forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) The following conditions be and the same hereby are attached 
to the issuance of the certificate issued in paragraph (A) hereof: 

(i) Texas Illinois shall within 30 days from the date of issuance 
of this order file with the Commission its plan of financing, with firm 
commitments, satisfactory to the Commission, which will provide the 
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required funds to meet the cost of the facilities proposed in docket 
No. G-1914. 

(ii) Texas Illinois shall file appropriate service agreements to cover 
the increased deliveries of natural gas to be provided by the facilities 
involved in docket No. G-1914, 60 days prior to the commencement of 
such increased deliveries. 

(C) A certificate of public convenience and necessity be and the 
same hereby is issued authorizing Chicago District to construct and 
operate the facilities hereinbefore described, all as more fully de- 
scribed in the application, as amended, in docket No. G-2090, for the 
transportation of natural gas as therein set forth, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this 
order. 

(D) The following condition be and the same hereby is attached 
to the issuance of the certificate issued in paragraph (C) hereof: 

(i) The facilities involved in docket No. G-2090, which Chicago 
District proposes to construct in 1954, shall not be constructed unless 
and until there is issued and effective a certificate of public convenience 
and necessity authorizing Natural Gas Storage Co. of Illinois to in- 
crease its daily deliveries of natural gas to Peoples Gas Light & Coke 
Co., Northern Indiana Public Service Co. and Public Service Com- 
pany of Northern Illinois above those presently authorized in docket 
No. G-1757. 

(E) Chicago District be and it hereby is authorized to abandon the 
3.4 miles of 20-inch pipeline extending eastwardly from the Des 
Plaines River to the city limits of the city of Chicago and approxi- 
mately 0.3 mile of overhead 20-inch pipeline across the Des Plaines 
River, all as more fully described in its application, as amended. 

(F) The intermediate decision procedure be and it is hereby 
omitted herein in accordance with the provisions of section 1.30 (18 
C. F. R. 1.30) of the Commission’s rules of practice and procedure. 





WINTER ELECTRIC LIGHT & POWER CO. 
In THE MatTTeR OF 
WINTER ELECTRIC LIGHT & POWER CO. 
Order Amending License (Major) 
Project No. 2064 
April 21, 1953* 
Syllabus 


. Commission may issue a valid Federal license for a project in or affecting 
navigable waters of the United States without requiring the applicant 
to first show a compliance with State laws for waterpower use. P. 61. 

. A river is a navigable water of the United States when the river has been 
used for the transportation of logs in interstate commerce and the run- 
ning of shallow boats even though the river has not been in actual use 
for such commerce of some time. P. 62. 

. Commission orders amendment of the application of Winter Power Co., 
licensee for a partly constructed major project, to include therein find- 
ings under section 4 (e) of the Federal Power Act respecting navigability 
of the stream occupied by the project and the effect of the project on the 
interests of interstate or foreign commerce. P. 64. 


Smitu, Commissioner, concurring in the result only. 


ORDER 


Application was filed May 12, 1952 by Winter Electric Light & 
Power Co., licensee for partly constructed major project No. 2064, 
for amendment of its license for the project situated on the East Fork 
of the Chippewa River, in Sawyer County, Wis. 

The application seeks amendment of the license to include therein 
findings under section 4 (e) of the Federal Power Act respecting 
navigability of the stream occupied by the project and effect of the 
project on the interests of interstate or foreign commerce, and a 
finding under section 21 of the act as a basis for the licensee to exer- 
cise the right of eminent domain. 

The State of Wisconsin and the Public Service Commission of 
Wisconsin were permitted to intervene in opposition to the amend- 
ment sought, and a public hearing was held commencing on Novem- 
ber 13, 1952, in Washington, D. C. respecting the matters involved 
and the issues presented on the application for amendment of the 
license. After the filing of briefs by the parties to the hearing pro- 
ceeding, the presiding examiner issued his decision on February 13, 


*EDITOR’S NOTE: Affirmed 214 F. 2d 334 (C. A. 7, 1954), cert. denied 848 U. S. 883 
(1954). 
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1953, and exceptions to that decision were filed. The State and the 
Public Service Commission also requested oral argument. 

The jurisdictional basis for the issuance of the presently outstand- 
ing license for project No. 2064 by our order of November 19, 1951, 
was the occupancy of lands of the United States within the Chequame- 
gon National Forest. Under the Federal Power Act this jurisdic- 
tional basis is separate and complete within itself, although frequently 
hydroelectric projects occupy lands of the United States and also are 
in or affect navigable waters of the United States. In the case of 
project No. 2064, however, in the absence of a detailed staff investi- 
gation of the stream involved, no finding was made by the Commis- 
sion in its license order with respect to the character of the East Fork 
of the Chippewa River, i. e., its navigability at the project site or the 
effect of the project on navigation or on downstream navigable ca- 
pacity. In fact, there is a proviso in the license to the effect that 
nothing in the license shall be construed as determining whether the 
East Fork of the Chippewa is a navigable water of the United States 
at the site of the proposed project or whether the interests of inter- 
state or foreign commerce will be affected by the project. 

In the statutory report of the Chief of Engineers of the Department 
of the Army, dated February 27, 1951, rendered under section 4 (e) 


of the Federal Power Act on the original application for license, it is 
stated : 


The Department of the Army has never exercised active jurisdiction over the 
Chippewa River above Eau Claire, Wis. * * * except as an agent for the Federal 
Power Commission. 

* * * The applicant’s proposed project will not conflict with present plans 
for the development of the Chippewa River in the interest of flood control and 
navigation now being considered by this Department. However it is desirable 
to retain rights for any future navigation development so that the following 


terms and conditions* in the interests of navigation are recommended for inser- 
tion in the license, if issued * * *. 


The conditions recommended by the Chief of Engineers were not 


included in the license for the project. However, article 28 of the 
license provides: 


All canoe and other boat traffic shall have free access to the canal from the 
river to the forebay and to the tailrace channel. The licensee shall provide and 
continuously maintain a simple landing dock at a safe location near the forebay, 
a similar dock as near the upstream end of the tailrace as safety and the naviga- 
bility of the tailrace makes practicable and useful, and a trail between the two 


docks suitable for the transportation of canoes and other boats customarily used 
on the river. 


In its application for license amendment the licensee pointed out that 
the Supreme Court of Wisconsin has refused to recognize the Com- 


*Not necessary to be set out here for any purposes of this order. 
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mission’s license for project No. 2064 as adequate authority for the 
licensee to proceed with construction of the project. It appears that 
the court’s decision was predicated, at least in part, on the assumption 
that since the license for the project was based only upon occupancy 
of lands of the United States, only those structures actually occupying 
national forest lands are covered by the Commission’s license. 

The licensee finds itself in a dilemma since the determination by the 
State supreme court that the state permit (hitherto regarded by the 
licensee as valid) is subject to judicial review and possible cancellation. 

That the Commission may issue a valid Federal license for a project 
in or affecting navigable waters of the United States without requiring 
the applicant to first obtain a State permit appears to have been set- 
tled by the United States Supreme Court in First Jowa Cooperative v. 
Federal Power Commission, 328 U.S. 152. In proceedings subsequent 
to this decision, the Commission issued a license to the Cooperative 
without any showing that it had complied with State laws for water- 
power use of the Cedar River and notwithstanding a prohibition in the 
State law against the diversion proposed. The validity of this license 
was affirmed by the Court of Appeals for the Eighth Circuit, State of 
Lowa v. Federal Power Commission, 178 F. 2d 421, certiorari denied, 
339 U.S. 979.* 

The issuance of the outstanding license for project No. 2064 by our 
order of November 19, 1951, was a lawful and valid exercise of the 
licensing authority of the Commission, there being no question in 1951 
but that the applicant for the license had complied with all applicable 
State laws before issuance of the license. Furthermore, the Commis- 
sion’s order issuing the license has become final in the absence of any 
action seeking a rehearing on or court review of that license order 
within the time provided for such rehearing and review in section 313 
of the Federal Power Act. 

As the presiding examiner properly stated in his decision, the only 
issue in this matter is whether or not the East Fork of the Chippewa 
River at the site of project No. 2064 constitutes a “navigable water of 


the United States” as that term is defined in section 3 (8) of the Fed- 
eral Power Act. 


*The Commission also issued licenses for projects on the Cowlitz and Deschutes Rivers 
without compliance by either applicant with state laws for the developments proposed : 
City of Tacoma, project No. 2016, 10 F. P. C. 424, and Portland General Electric Co., project 
No. 2030, 10 F. P. C. 445. The orders issuing these two licenses are under review in the 
Court of Appeals for the Ninth Circuit [both licenses subsequently upheld by the U. S. 
Supreme Court in 347 U. S. 936 and 349 U. S. 435, respectively]. 

Another Court of Appeals recently held that the costs of waterpower rights alleged to 
have been acquired under state law were properly chargeable as project operating ex- 
penses, Niagara Mohawk Power Co., v. Federal Power Commiasion, 202 F. 2d 190, (C. A. 
D. C., 1952), affirmed 347 U. S. 239 (1954). However, that court was not required to rule 


upon the necessity for compliance with state laws to validate operation of the project 
under the F. P. C. license. 
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Upon consideration of the entire record in this proceeding, includ- 
ing the facts adduced at the hearing on the application, the briefs 
filed by the parties herein, the presiding examiner’s decision, and 
exceptions filed thereto, the Commission finds: 

(1) The East Fork of the Chippewa River, which originates north- 
east of the village of Glidden in the southeastern part of Ashland 
County, Wis., runs in a southwesterly direction through Ashland and 
Sawyer Counties, Wis., to its confluence with the West Fork of the 
Chippewa River which continues south and southwesterly through 
Sawyer, Rusk, Chippewa, Eau Claire, and Pepin Counties (passing 
through the cities of Chippewa Falls and Eau Claire, Wis.), and 
empties into the Mississippi River at the south end of Lake Pepin on 
the Wisconsin-Minnesota boundary. On its way south, the Mississippi 
River passes the towns of Winona, Minn.; Wabasha, Minn.; Dubuque, 
Iowa; and Davenport, Iowa. 

(2) Project No. 2064 (the project), which is now partly constructed, 
is situated on the East Fork of the Chippewa River at Snaptail Rapids, 
and affects lands of the United States within the Chequamegon 
National Forest. 

(3) Log drives originating in the headquarters of the East Fork 
of the Chippewa River took place regularly over a period of 40 years, 
commencing as far back as 1876 and continuing up until 1924 . These 
drives went down the river past the site of the project at Snaptail 
Rapids to points downstream therefrom. Many of the logs in such 
drives were driven down the river to points outside the State of 
Wisconsin, such as Winona, Minn.; Wabasha, Minn.; Dubuque, Iowa; 
and Davenport, Iowa. Some logs were delivered to such places as 
Ojibwa, Wis., on the Chippewa River, where they were sawed up 
and shipped to places outside the State of Wisconsin. 

(4) Bateaux and wanigans were used in connection with the log 
drives on the East Fork of the Chippewa River. The bateaux were 
about 30 feet long and 414 to 5 feet wide and carried 18 men, while 
wanigans were large, flat boats, 30 to 35 feet long, built of huge logs, 
with a big bottom and big sides, and sloped up on the ends with one 
oar in front center and one behind for guiding purposes. The wani- 
gans were used for two purposes: as a “cook wanigan” to carry a 
shanty or tent, the cooks, and a fireplace, and as a “blanket wanigan” 
for hauling blankets and other sleeping gear of the men. These boats 
would be unloaded of supplies at Snaptail Rapids, when going either 
upstream or downstream, and the supplies portaged around the 
rapids, a distance of approximately one-half mile, while the boats 
would be propelled through the rapids by the use of ropes or anchors. 
Wanigans accompanied the log drives down the river. 
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(5) The project, including as it does a canal 6 feet deep, 32 feet 
wide at the top and 20 feet wide at the bottom, through which the flow 
of the East Fork of the Chippewa River will be diverted a distance of 
0.4 mile to the powerhouse, and the tailrace (the physical character- 
istics of which are the same as the canal) and which will carry the 
stream a distance of 0.13 mile back into the river will be navigable. 
The flow in the canal and in the tailrace will be about 250 cubic feet 
per second, with velocity of less than 2 feet per second. There will 
also be a landing dock in the tailrace and an 8-foot-wide portage trail 
by-passing the powerhouse which will lead to a landing dock in the 
headrace canal, and thence lead back into the East Fork of the Chip- 
pewa River upstream from the diversion dam. The navigable canals, 
portage trail, and docks will enhance and improve the present naviga- 
tion use of the river. 

(6) Although normal snowfalls in the headwaters of the East Fork 
of the Chippewa River are heavy and consequently in normal years 
there was sufficient water to float logs from the headwaters down 
through Snaptail Rapids, sometimes it would be necessary to release 
water at Bear Lake, Fishtrap Creek, and Blaisdell driving dams in 
the headwaters, which would raise the stage of the river in the rapids 
section, thus accelerating the movement of loose logs downstream 
through Snaptail Rapids and into the main channel of the Chippewa 
River. However, the principal use of the Blaisdell and Fishtrap dams 
appears to have been to regulate the flow of water in order that logs 
would not float out over the banks in the narrower sections, and to 
provide a control point for the logs so that they would be released 
through the rapids section in a manner which would lessen the chances 
of jams. Whether used to decrease high flows or to augment low flows, 
the dams constituted improvements to navigation. 

(7) In recent times, 1949 for instance, persons made 40 river trips 
by boat through Snaptail Rapids. 

(8) The East Fork of the Chippewa River, from points in its head- 
waters upstream from the site of project No. 2064 at Snaptail Rapids, 
down to its mouth, constitutes navigable waters of the United States, 
and construction and operation of the project will affect the interests 
of interstate or foreign commerce. 

(9) The project is desirable and justified in the public interest for 
the purpose of improving or developing the East Fork of the Chip- 
pewa River for the use or benefit of interstate or foreign commerce. 

(10) Inasmuch as the project will be located on both lands and 
navigable waters of the United States, the license should be made 
subject to the terms and conditions set forth in form L-6, entitled 
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“Terms and conditions of license for unconstructed major project af- 
fecting navigable waters and lands of the United States.” 

(11) Amendment of license for project No. 2064 as hereinafter pro- 
vided is not inconsistent with the previous findings in this matter. 
Public notice of the amendment of the license for project No. 2064 has 
been given. 

(12) A revised exhibit L tracing showing the navigation improve- 
ments described in article 28 of the license for project No. 2064, in 
conformity with the Commission’s rules and regulations, should be 
filed with the Commission as hereinafter provided. 

(13) No reason having been shown for granting the request of the 
State of Wisconsin and the Public Service Commission of Wisconsin 
for oral argument in this matter, the request for same should be 
denied. 

The Commission orders: 

(A) The license for project No. 2064 is hereby amended, effective 
as of the first day of the month in which the acceptance hereof is filed 
with the Commission, so that paragraphs (A) and (B) of the license 
read as follows: 

(A) This license is issued to Winter Electric Light & Power Co. 
under section 4 (e) of the act for a period of 50 years, effective as of 
the first day of the month in which the accepted license is filed with 
the Commission, for the construction, operation and maintenance of 
project No. 2064 for the development and improvement of navigation 
and for the development, transmission, and utilization of power along, 
from, and in the East Fork of the Chippewa River in Wisconsin, a 
navigable water of the United States, and a stream over which Con- 
gress has jurisdiction under its authority to regulate commerce with 
foreign nations and among the several states, and upon lands of the 
United States within the Chequamegon National Forest, subject to 
the terms and conditions of the act, which is incorporated by refer- 
ence as a part of this license, and subject to such rules and regulations 
as the Commission has issued or prescribed under the provisions of 
the act. 

(B) This license is also subject to the terms and conditions set forth 
in form L-6,* entitled “Terms and conditions of license for uncon- 
structed major project affecting navigable waters and lands of the 
United States”, which terms and conditions, described as articles 1 
through 27 therein are attached hereto and made a part hereof; and 
subject to the following special conditions set forth herein as addi- 
tional articles: 

Article 28. The licensee shall commence construction of the proj- 
ect works on or before January 1, 1952; shall thereafter in good faith 
and with due diligence prosecute such construction; and shall com- 


*See p. 1271. 
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plete the project and place it in operation on or before January 1, 
1953, or on such later date as may be fixed by order of the Commission. 

Article 29. The licensee shall file for approval in accordance with 
the Commission’s rules and regulations, supplemental exhibits F and 
K for the project transmission line within 90 days after completion 
of construction of the line. 

Article 30. The licensee shall construct, maintain, and operate such 
protective devices and comply with such reasonable modifications of 
the project structures and operation of the project in the interest of fish 
and wildlife resources as may be prescribed hereafter by the Commis- 
sion upon the recommendation of the Secretary of the Interior. 

Article 31. All canoe and other boat traffic shall have free access to 
the canal from the river to the forebay, and to the tailrace channel. 
The licensee shall provide and continuously maintain a simple landing 
dock at a safe location near the forebay, a similar dock as near the 
upstream end of the tailrace as safety and the navigability of the tail- 
race makes practicable and useful, and a trail between the two docks 
suitable for the transportation of canoes and other boats customarily 
used on the river; Provided, that the navigation and portage facilities 
to be constructed and maintained by the licensee as provided herein 
shall not be deemed as in any way limiting the construction of access 
roads, wharves, landings, and other facilities on its lands by others, 
as provided for in article 7 hereof. 

Article 32. A minimum flow of 50 cubic feet per second, or the full 
inflow of the East Fork of the Chippewa River to the pool at the dam 
when such inflow is less than 50 cubic feet per second, shall be main- 
tained at all times through the project tailrace. 

Article 33. The licensee shall construct and maintain such drains 
as may be needed or make other adequate provision to prevent the 
stranding of fish in stagnant pools in the reach of the river between its 
confluence with the tailrace and the diversion dam. 

Article 34. The licensee shall pay to the United States the following 
annual charges: 

(i) For the purpose of reimbursing the United States for the costs 
of administration of part I of the act, 1 cent per horsepower on the 
authorized installed capacity (610 horsepower), plus 214 cents per 
1,000 kilowatt-hours of the gross energy generated by the project dur- 
ing the calendar year for which the charge is made; and 

(ii) For the purpose of recompensing the United States for the use, 
occupancy, and enjoyment of its lands, $22. 

(B) The revised exhibit L tracing referred to in finding (12) above, 
conforming to the requirements of the Commission’s rules and regu- 
lations, shall be filed with the Commission within 90 days from the 
date of issuance of this order. 
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(C) The request for oral argument in this matter filed by the State 
of Wisconsin and the Public Service Commission of Wisconsin is 
hereby denied. 

(D) This order shall become final 30 days from the date of its issu- 
ance unless application for rehearing shall be filed as provided by 
section 313 (a) of the Federal Power Act, and failure to file such an 
application shall constitute acceptance of this license amendment. In 
acknowledgment of the acceptance of this amendment, it shall be 
signed for the licensee and returned to the Commission within 60 days 
from the date of issuance of this order. 

Commissioner Smith concurring in the result only. 


Ii; tHe Martrer oF 
NORTHERN NATURAL GAS COMPANY 
Vacation of Order to Show Cause and Terminating Investigation 
Docket No. G-2085 
April 23, 1953* 
Syllabus 


. Northern’s transfer of its wells and leases to Producing Co., its wholly owned 
subsidiary, and the repurchase of the gas underlying such wells and leases 
did not violate the terms of a prior Commission order prohibiting the 
alienation of any part of Northern’s gas reserves. P. 68. 
. Commission vacates the order to show cause and terminates the investigation 
instituted by that order. P. 69. 
S»orTu, Commissioner, concurring. 
Drarer, Commissioner, concurring in the result only. 
Wimeerty and Dory, Commissioners, concurring. 
Bucuanan, Chairman, dissenting. 


By THE CoMMISSION : 
OPINION 


When the application of Northern Natural Gas (Northern) for a 
certificate in docket No. G-1618 was before the Commission in June 
of 1952, the Commission concluded that Northern had not provided 
sufficient assurance of the dedication of gas supply which both the 
public interest and the terms of the Natural Gas Act require before 
a certificate of public convenience and necessity could be issued. The 


*Designated Commission opinion No, 247. 
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Commission weighed the possibility that Northern might alienate a 
very sizable portion of the gas supply it had offered to support its 
proposed project. 

On the basis of the record at that time, the Commission might have 
properly denied Northern’s application ; however, as we said in opinion 
No. 230, 11 F. P. C. 174, we felt that the public interest could best 
be served if we issued a certificate conditioned upon Northern’s doing 
certain affirmative acts with respect to the dedication of gas supply 
which we considered then, as well as now, as necessary for the issuance 
of a certificate. Our objective was to assure not only the construction 
of the project, but also to assure an adequate supply of natural gas to 
support the project. 

In its petition for rehearing filed in docket No. G-1618 in July 1952, 
and by subsequent testimony of its chief executive officer at the rehear- 
ing held in September 1952, Northern attempted to assure us of its 
willingness to make the required, essential dedication of gas supply 
and suggested two alternative methods for assuring that dedication. 

For the reasons set forth in opinion No. 230-A, 11 F. P. C. 400, 
Northern’s alternative proposals were rejected. However, we amended 
our order authorizing a certificate in the manner set forth in paragraph 
C (1) of our order of October 28, 1952, 11 F. P. C. 400, 408. Again 
our objective was to protect the public served by Northern by trying 
to assure an effective dedication of gas supply. 

On November 4, 1952, we were advised by Northern of the creation of 
its wholly owned subsidiary, Northern Natural Gas Producing Co., 
and the transfer by Northern to Producing Co. of the gas leases and 
wells previously owned by Northern. At that time it appeared to us 
that Northern might not only have violated the terms of our order of 
October 23, 1952, 11 F. P. C. 400, but might have negated our ex- 
press purpose of assuring dedication of the necessary gas supply. 
Therefore, an investigation was instituted and we ordered Northern 
to show cause, as set forth in our order of November 7, 1952, docket 
No. G-2085. Hearings were held before the examiner in this matter 
on November 20, 21, and 24, and an oral argument was held before the 
Commission on January 7, 1953. The record before us, we believe, 
gives us the information we need with respect to the transactions 
between Northern and Producing Co. and the effect of such trans- 
actions upon the dedication of a gas supply to the G—1618 project. 

The record in the docket No. G-2085 proceeding discloses matters 
which give us serious concern from a public interest standpoint. To 
these matters we shall refer later. Nevertheless, we are satisfied, 
on the basis of the facts now before us, that Northern’s transfer of 
its wells and leases to Producing Co. and the repurchase of the gas 
underlying such wells and leases as produced does not jeopardize 
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that dedication of gas supply to the G-1618 project we have tried to 
assure in the public interest. We reach this decision, in part, by virtue 
oi the terms of paragraph C (1) of our order of October 28, 1952, 
in docket No. G-1618. That order provides that Northern cannot, 
without our prior approval, alienate, sell, or transfer any of the 
natural gas reserves owned or controlled by Northern. The record 
shows that all of Northern’s 6 trillion cubic foot gas supply, consid- 
ered in docket No. G-1618, is held by Northern under gas purchase 
contracts. Any sale, transfer, abandonment, cancellation, or other 
alienation of any of Northern’s gas purchase contracts is thus pro- 
hibited by our order, except with our prior approval. 

In these circumstances, we conclude that the dedication of gas 
supply which we have sought to assure has not necessarily been 
impaired by Northern’s actions. Northern has in fact given its pledge 
to its customers and to this Commission that under the gas purchase 
contracts entered into with Producing Co., the gas reserves in question 
are firmly committed to the service of Northern’s system. Certainly, 
if any deliberate action on the part of Northern should result in cur- 
tailment of service in the future, any customer of Northern injured 
would have grounds for damages suffered. We mention this because 
Northern is aware that this Commission, in determining gas reserves, 
has always evaluated gas purchase contracts on the same basis as 
leases and wells owned outright by the natural-gas company. 

Furthermore, in view of the importance of the legal issue involved, 
the way is open to Northern for an orderly, judicial challenge of the 
validity of our order if, upon receipt of an appropriate application 
from Northern, we should reject any request it might make for the 
approval of a sale or transfer of natural gas reserves now held under 
its gas purchase contracts. 

We recognize that Northern’s actions in transferring wells and 
leases and repurchasing the gas underlying such wells and leases may 
raise an important rate question in the future. However, as we have 
indicated on numerous occasions, this matter is not before us now; 
nor, has it been before us at any time in docket No. G-1618. 

Purchase contracts entered into between Northern and Producing 
Co. were not negotiated at arm’s length. The Commission now has 
and will continue to have complete jurisdiction over such contracts 
in any future rate proceeding when it comes to determining Northern’s 
cost of service. Northern cannot change that situation by any action 
it might take. When the occasion arises, the Commission will deal 
with the rate aspects of this problem and will protect the public 
interest to the limit of our power under the Natural Gas Act. 

The proceedings relating to docket No. G-1618 have been pending 
before us for an extended period. We are convinced that the best 
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interests of Northern’s customers and the territory served by them 
require that we take the action which we are in bringing this matter 
to a conclusion. There are pending applications by Northern which 
are of the utmost importance to the Middle West served by its system. 
If the Commission should at this time endeavor to invalidate the 
certificate issued Northern at docket No. G-1618, or if we entered an 
order which would result in unwarranted litigation, we do not believe 
we would be serving the public interest. Our object in initiating this 
proceeding was to test the validity of the purchase contracts entered 
into between Northern and Producing Co. with a view of determining 
if Northern’s gas supply had been impaired. That inquiry failed 
to disclose that Northern actually had alienated any part of its gas 
reserves in a manner that does not permit Northern to draw on them 
to the full limit of production allowables. 

For the reasons stated above and upon our review of the entire record 
at docket No. G-2085, we find and conclude that the order to show 
cause issued in this proceeding on November 10, 1952, should be vacated 
and the investigation instituted thereunder be terminated. 

The Commission orders: 

The order to show cause issued November 10, 1952, be and the same 
hereby is vacated, and the investigation instituted by said order be 
and the same hereby is terminated. 

Commissioners Smirn, Wraeerty, and Dory concurring. 

Commissioner Draper concurring in the result only. 

Chairman Bucuanan dissenting. 


Smirn, Commissioner, concurring: 

While I concur in the action herein, it would in my opinion be 
more appropriate for us to proceed in accordance with the course ad- 
vocated by most of Northern’s customers who were intervenors in this 
proceeding. 

For the Commission to hold that the certificate issued in docket 
No. G-1618 is now ineffective, or that it should at this time be re- 
voked, obviously would not serve the public interest. It would with- 
draw legal sanction for the operation of facilities essential to service 
now being rendered. Furthermore, it would make it impossible for 
the Commission to even consider, on any firm basis, authorizing the 
construction and financing of further facilities, including the attach- 
ment of additional gas reserves, which Northern now proposes to meet 
the expanding requirements of the area which it serves. Therefore 
validation of the outstanding certificate is essential to progress with 
these matters, which are of the utmost importance to Northern, its 
customers, and the public served by them. 

By our earlier action, however, we imposed conditions which, while 
in my judgment not indispensably necessary to the issuance of the 
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certificate, were, nevertheless, highly desirable in the circumstances? 
It seems to me that the next step would be to seek, through appropriate 
proceedings, a resolution of conflicting contentions made regarding 
the Commission’s authority to impose certificate conditions of this 
character. This would have an important bearing upon similar situ- 
ations which may arise under the Natural Gas Act and, therefore, upon 
the necessity, in the public interest, of amendatory legislation. 


Draper, Commissioner, concurring in the result only. 

While I concur in the action of the majority in vacating its show 
cause order of November 10, 1952, and terminating the investigation, 
I do so for the reasons stated in my dissents set forth in opinion No. 
230, 11 F. P. C. 174, and opinion No. 230-A, 11 F. P. C. 400, in docket 
No. G-1618 and not for the reasons set forth in the Commission opinion 
and order in this proceeding. 


BucHanan, Chairman, dissenting : 

I find myself in complete disagreement with my colleagues legally, 
factually, and philosophically. Philosophically, the fundamental of 
the administrative process is the integrity of Commission action. For 
a regulatory commission to cast doubt upon the integrity of its own 
orders is to destroy faith in the administrative process, as well as in 
the Commission, to the detriment of the public interest which it alone 
is designed to protect. If an order of this Commission imposing 
specific conditions on Northern can be accepted in part and rejected in 
part by Northern at its own volition with impunity as has occurred 
here, then respect for Commission orders by other natural-gas com- 
panies cannot be expected. 

The legal question posed to the Commission by Northern Natural, 
on the record now before us at this docket, is whether Northern solely 
at its own volition may reject a part of a certificate order issued 
by this Commission with which it is in disagreement and accept the 
part of the same certificate with which it is in agreement without re- 
sorting to the legal processes prescribed by the Natural Gas Act, and 
without first obtaining legal sanction of the courts, so todo. That is 
the heart of the question, whether the Commission will or will not 
enforce its own orders. 

This record is conclusive that Northern was not in accord with the 
condition imposed by paragraph C (1), of the order of June 24, 1952, 
11 F. P. C. 174, accompanying our opinion No. 230 as modified by our 
opinion No. 230-A and order of October 28, 1952, 11 F. P. C. 400. 
That condition prohibited, without prior approval of the Commis- 
sion, inter alia, alienation of gas leaseholds and producing gas wells 


2 See my concurring opinions in docket No. G—-1618, issued June 24, 1952, 11 F. P. C, 174, 
and October 28, 1952, 11 F. P. C. 400. 
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from Northern’s ownership which we deemed essential to Northern’s 
service to the public and concerning which Northern had declared its 
intention to alienate unless this Commission would abandon its cost of 
service method for gas produced by Northern and as a substitute adopt 
a commodity or field price approach. 

Upon the issuance of our June 24, 1952 order with condition C (1) 
attached, Northern, in accordance with the terms of section 19(a) of 
the Natural Gas Act, in such cases provided, applied for rehearing 
specifically setting forth its objections to paragraph C (1) as grounds 
upon which its application was based. Northern thereby signified its 
intentions to seek court review of the matter in the orderly manner 
prescribed by section 19 (b) of the act if the Commission denied its 
application for rehearing or, if the Commission upon rehearing re- 
jected Northern’s application for modification. Contrary to this law- 
ful and orderly approach to an important issue between Northern on 
the one part and Northern’s customers, the public and the Commis- 
sion on the other, Northern entered upon a defiant, arbitrary and 
capricious course of conduct as shown by this record. 

Following the filing of Northern’s application for rehearing on 
July 7, 1952 at docket No. G-1618, the Commission granted rehearing 
and reconsideration and particularly as to two alternatives suggested 
by Northern to the designated paragraph C (1). On October 28, 
1952, we issued our opinion No. 230-A, 11 F. P. C. 400, and its accom- 


panying order which specifically rejected the proposals of Northern 
respecting C (1) and reissued paragraph C (1) with modifications 
designed to provide a workable answer to Northern’s objections. On 
November 4, 1952, the Commission was informed by telegram * from 


1 Northern, in its 1950 annual report to its stockholders, indicated that it “may find it 
necessary to sell” its owned gas reserves “in place to independent companies or take other 
steps to protect the (Northern’s). stockholders’ interest.” In its 1951 annual report to 
its stockholders, Northern indicated that its position as to its owned gas reserves “remains 
substantially unchanged” from that stated in its 1950 report. 

* Telegram reads in its pertinent parts as follows: 


RE: Proceedings at docket No. G—1618 and your orders issued therein on June 24, 
1952 and October 28, 1952 at opinions Nos. 230 and 230A. 

Northern Natural Gas Co., without waiver of or, prejudice to any of its rights to 
contest the validity of your orders and opinions, particularly paragraph C (1) thereof 
as amended by your order issued October 28, 1952, has today directed its construction 
contractors to commence construction of the G—1618 facilities as soon as they can 
Move necessary machinery to construction sites. We are advised pipeline construction 
machinery will be moved in on or about November 10, 1952 and that physical construc- 
tion can be commenced immediately at that time, weather permitting. 

This action by Northern is not to be interpreted as any acquiescence by it in either 
the reasonableness or validity of paragraph C (1) of your orders, as amended. To the 
contrary, Northern believes that paragraph is beyond the Commission’s powers * * *. 
Further, Northern believes the paragraph in question is unreasonable and unduly re- 
stricts Northern’s required freedom to trade, exchange or otherwise dispose of gas 
purchase contracts * * *. 

This will also advise that as of October 31, 1952, Northern Natural Gas Co. has 
sold and transferred to Northern Natural Gas Producing Co., a wholly owned sub- 
sidiary of Northern Natural Gas Co., all of the gas leases and wells owned by Northern 
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Northern that it had authorized the contractor to proceed with the 
construction of the G-1618 facilities and also it had alienated and 
disposed of the leaseholds and gas wells which were the subject matter 
of paragraph C (1) of our order of October 28, 1952. The proceed- 
ings at this docket were initiated for the purposes specified in para- 
graphs (A) and (B)* of the Commission order dated November 10, 
1952. 

Upon conclusion of the hearing at this docket, the record showed 
the following facts: 

(1) That on October 1, 1952, Northern authorized the creation of 
a wholly owned subsidiary to be known as Northern Natural Gas 
Producing Co. for the purpose of transferring to it all of Northern’s 
gas producing properties including those which were covered by para- 
graph C (1) of our order of June 24, 1952. Further action was to 
be taken as the president of Northern elected to do so. 

(2) On October 24, 1952, Northern Natural Gas Producing Co. 
was incorporated pursuant to the action of October 1, 1952. 

(3) On October 29, 1952 (On October 28, 1952, our opinion No. 
230-A was issued) Northern took action to consummate the transfer 
of its gas leaseholds and producing gas wells to Producing Co. and 
the transfer was consummated by October 31, 1952, with Producing 
Co. delivering gas purchase contracts to Northern stemming from the 
very gas production which was the subject of our paragraph C (1). 





Natural Gas Co. as of that date. At the same time and in order to assure that the nat- 
ural gas produced from the proven Jeases formerly owned by Northern Natural Gas Co. 
will remain committed to the service to be rendered from the G—1618 facilities, North- 
ern Natural Gas Producing Co. has executed contracts with Northern Natural Gas Co. 
under which Northern Natural Gas Producing Co. is selling all of the gas produced 
from the proven leases so purchased to Northern Natural Gas Co. for the life of produc- 
tion and under usual ratable take provisions adhering in the fields from which the gas 
is produced and at the following current prices: 11 cents per M. c. f. for Kansas Hugoton 
field gas, 8 cents per M. c. f. for Texas Panhandle field gas and 5 cents per M. c. f. for 
Kansas Otis field gas. These contracts also provide that Northern Natural Gas Co. 
has first call on all such gas as may be found under those undeveloped and unproven 
leases sold and transferred to Northern Natural Gas Producing Co. * * *. 

* The pertinent provisions of our order of November 7, 1952 at docket G—2085, 11 F. P. 
C. 1429, are: 

(A) An investigation be and the same hereby is instituted to determine all relevant 
facts respecting the sale and transfer by Northern of all of its gas leases and wells as 
reported by it to the Commission in its telegram and letter dated November 4, 1952, in 
docket No. G—1618, and whether such sale and transfer constitute a violation of any 
of the terms and conditions specified in the Commission’s order in docket No. G—1618 
issued June 24, 1952, as amended by order issued October 28, 1952, including particu- 
larly subparagraph (C) (1). 

(B) Northern show cause, if any there be, why the Commission should not find and 
determine that: (1) Northern by its acts in selling and transferring all of its gas 
leases and wells, as announced in its telegram of November 4, 1952, in docket No. G—1618, 
has so violated the express terms and conditions of the Commission’s order issued on 
June 24, 1952, in docket No. G—1618, as amended by order issued October 28, 1952, that 
the certificate issued in such docket is ineffective and accordingly without force and 
effect ; or (2) Northern by its acts and conduct has removed such a substantial portion 
of the basis upon which was predicated issuance of the certificate in docket No. G—-1618 
that such certificate should be revoked. 
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(4) On November 4, 1952, Northern advised the Commission by 
telegram of its action and that it no longer was the owner of any 
leaseholds and producing wells. 

The significance of this chronology is the demonstration of a calcu- 
lated and deliberate intention on the part of Northern to circumvent 
the authority of this Commission. The action was taken after the 
issuance of our opinion No. 230-A and order of October 28, 1952, 
which prohibited transfer, conveyance or alienation of such assets 
without prior approval of this Commission. No such application 
was made and no such approval was given. It is my opinion that 
under the Natural Gas Act, Northern had available to it two lawful 
methods by which it could have tested the propriety and integrity 
of our order of October 28 and in particular the paragraph C (1). 
(1) Northern could have followed the procedure under section 19 
of the Natural Gas Act which it initiated on July 7, 1952, and sought 
review in the courts of competent jurisdiction; (2) Northern could 
have accepted the certificate as conditioned by paragraph C (1), begun 
construction of the G—1618 facilities, which were and are so badly 
needed for the public service, applied to this Commission under the 
provision of paragraph C (1) for approval of a transfer of the lease- 
holds and gas wells etc., to its subsidiary or any other party of its 
choice, and upon approval or rejection of such application by this 
Commission, Northern could then have taken the appropriate legal 
action which the Commission’s decision would indicate 7. e., made 
the transfer if approved, or, if adverse, sought review of our decision 
in the courts. Northern did not follow either course. 

By its actions preceding November 4, and notice of that date, 
Northern elected to reject the certificate which we authorized on Octo- 
ber 28, 1952 and consequently there is no certificate outstanding. The 
law is clear to me that Northern cannot pick and choose between 
sections of our certificate order, accepting the portions it likes and 
rejecting those which it dislikes. As I have pointed out above, an 
orderly process for disposing of any such controversy is provided by 
section 19 of the Natural Gas Act. However, since it did not comply 
with the Natural Gas Act, it cannot claim the benefit of it. 

It is an amazing bit of logic which enables the majority to say 
that “* * * the way is open to Northern for an orderly, judicial 
challenge of the validity of our order, if * * * we should reject any 
request it might make for the approval of a sale or transfer of natural 
gas reserves now held under its gas purchase contracts”, and, at the 
same time, ignore Northern’s arbitrary and defiant action in violating 
the same condition of the certificate to which the majority appears 
to be convinced Northern has now pledged its future adherence. As 


‘Federal Power Commission v. Idaho Power Co., 344 U. 8S. 17, 73 8. Ct. 85, reversing 
189 F. 2d 665. 
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I have pointed out earlier, the way was open to Northern for an 
orderly, judicial test of our order of October 28, 1952 at Docket 
G-1618, but Northern chose to flout the Natural Gas Act, which flout- 
ing the majority seemingly condones by their unwillingness to deal 
affirmatively and firmly with the situation. This abnegation by the 
Commission of its authority and duties under the act constitutes a 
regrettable regulatory impasse. I cannot help but feel, to use the apt 
language of a predecessor Commissioner, “* * * that the majority 
opinion leaves adequate and effective regulation in the public in- 
terest * * * suspended in limp and lifeless form from the yardarm of 
inaction”.5 

Certain statements are made in the majority opinion which in my 
view do not conform to the facts or mistakenly imply that gas con- 
sumers are fully protected under the Commission order dismissing 
this proceeding. 

The majority state: 

We recognize that Northern’s action in transferring wells and leases and 

repurchasing the gas underlying such wells and leases may raise an important 
rate question in the future. However, as we have indicated on numerous occa- 
sions, this matter is not before us now; nor, has it been before us at any time 
in docket No. G-1618. 
This statement is technically correct in the sense that the level of North- 
ern’s rates were considered but not determined in that docket. But 
rate considerations are primary factors always present—directly or in- 
directly—in Commission proceedings under the Natural Gas Act, be 
they purely rate proceedings or certificate cases.® If it were otherwise, 
there would be no basis for the Natural Gas Act.’ To hold as the 
majority now does that rate matters were not before us is to contradict 
the majority and concurring opinions at docket No. G-1618, which 
speak for themselves on the subject. Indeed the concurring opinion 
of Commissioner Smith at that docket is devoted mainly to the “fair 
field price” theory of rate regulation. Furthermore, the threat of 
alienation of gas leaseholds and producing gas wells in Northern’s 
1950 and 1951 annual reports to stockholders had no other purpose 
than to raise the price of gas to the consumer from those sources and 
to increase the income of the stockholders thereby. Clearly the record 
in G-1618 and our own statements and findings at that docket refute 
the above statement of the majority. 

The majority also state: 


Purchase contracts entered into between Northern and Producing Co. were 
not negotiated at arm’s length. The Commission now has and will continue te 


5 Columbian Fuel Corp., 2 F. P. C. 200, 217. 


* Thirty-second annual report, Federal Power Commission 1952—Rate conditions in 
certificate cases, p. 110. 


TSection 1 (a) Natural Gas Act (15 U. 8. C. section 717 (a)). 
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have complete jurisdiction over such contracts in any future rate proceeding 
when it comes to determining Northern’s cost of service. Northern cannot change 
that situation by any action it might take. 

It is difficult for me to understand how that statement could be in- 
cluded in any Commission opinion in the light of the history of our 
condition C (1) in which we all participated. Almost the sole major 
issue in both the G-1618 and G-2085 proceedings between the Commis- 
sion and Northern was the announced intention (footnote (1), supra) 
of Northern to sell its leaseholds and gas wells if the Commission would 
not give recognition to “fair field price” for the gas produced from 
them. Asa matter of fact, the gas purchase contracts which Northern 
received from Producing Co. after the transfer of Northern’s lease- 
holds and gas wells reflected substantially the highest “field price” 
in the particular fields where such reserves were located, and would 
represent a substantially higher cost of gas to Northern, its customers 
and the ultimate consumer than would the Commission’s cost of service 
method of determining rates which Northern avowedly was seeking 
to avoid. 

The pattern of transferring gas reserves to an affiliated company is 
not new to us,° indeed, the Hugoton case is the basis of Commissioner 
Draper’s dissent. The transfer from Northern to Producing Co. of the 
leases and wells was only the first step in its stated purposes, as it was 
when Panhandle transferred similar facilities to Hugoton, its wholly 
owned subsidiary. The naivete is not at all persuasive. Furthermore, 
each and every purchase contract taken back from Producing Co. by 
Northern carries a definite limitation of time within which the prices 
in the so-called less-than-arm’s-length contracts shall be effective. 
Thereafter the prices will be fixed by negotiation or arbitration, but 
at not less than the initial contract prices. 

It required less than 30 days for Northern to organize Producing 
Co. It should not require much more time for Northern to extinguish 
the affiliation and lack of ® arms’ length bargaining in which my col- 
leagues seemingly place so much faith. The alleged affiliated contracts 
in this matter are but a fantasy as the basis of Commission control over 
rates for the future as we have heretofore recognized. Absent collu- 
sion, arm’s length bargaining can be instituted any day at the will of 
Northern, by the passing of control over Producing Co. from Northern 
to other parties, which would block our efforts to pierce the “corporate 
veil” for rate making purposes and we know that as well as Northern. 
Furthermore what reliance can be placed upon this statement of the 


8 Federal Power Commission v. Panhandle Eastern Pipeline Co., et al., 337 U. S. 498 
(1949). 


*Northern’s president on this record refused to make any commitment that Northern 
would not dispose of its stock ownership in Producing Co. 
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Commission in the face of the Commission’s indifference to the enforce- 
ment of paragraph C (1). When do we begin ? 

In excusing their failure to take affirmative action regarding North- 
ern’s operation under its G-1618 application without our authority, 
the majority states: 

Our object in initiating this proceeding was to test the validity of the 
purchase contracts entered into between Northern and Producing with a view 
of determining if Northern’s gas supply had been impaired. This inquiry failed 
to disclose that Northern actually had alienated any part of its gas reserves 
in a manner that does not permit Northern to draw on them to the full limit 
of production allowables. 

Obviously, the fore part of this declaration is an effort to restate 
ordering clauses (A) and (B) of our order of November 10, 1952, 
instituting the investigation at this docket No. G-2085. Those clauses 
have been set forth in full under footnote (2) supra and speak for 
themselves in complete refutation of the attempted restatement in 
the majority opinion. The latter part of the quotation above, might 
be classified as a “negative pregnant.” A denial of immediate loss 
of available reserves but an admission of the grave risk of future loss 
of those reserves. It does not deny the fact of alienation by Northern 
of the facilities which were the subject of condition C (1); nor that 
the alienation was made by Northern without application to this 
Commission for approval of such alienation; nor that Northern 
thereby rejected the certificate as surely and certainly as if we had 
not issued it. Those are the facts of this record beyond perversion 
by any party to this proceeding. The “restatement” really holds that 
Northern presently retains control over the same reserves it previously 
owned at a greatly increased cost to Northern’s customers without 
proper proceedings but nevertheless with Commission consent. Why 
is it that the Commission does not proposed some affirmative action 
to maintain the dignity of our G-1618 order? 

As I understand the position taken by Commissioner Smith in his 
concurring opinion, he would have liked to proceed upon the course 
advocated by most of the interveners, i. e., that the Commission pro- 
ceed in the courts under section 20 of the Natural Gas Act to enforce 
compliance with our order, but permit construction of the G-1618 
facilities to continue. 

The construction will continue without hindrance by majority 
action but having in mind the language of his prior concurring opinion 
at docket No. G-1618 that “it would be neither right nor within the 
congressional intent for a natural-gas company to be free, at its own 
discretion, to dispose of essential gas reserves relied upon and neces- 
sary to establish in a certificate proceeding its ability and willing- 
ness to serve the public”, appropriate reasons for his concurrence in 
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the majority’s dismissal action might be expected. But I cannot find 
them. 

It is astonishing to me how on the one hand it can be contended 
that validation of the certificate issued to Northern is essential and, 
on the other, to urge that steps be taken to resolve the question of the 
Commission’s authority to impose certificate conditions of the char- 
acter here involved. As I understand his position it is tantamount 
to saying that Northern should have a valid title to a certificate even 
though it has violated one of the material covenants on which title 
rests. 

I have never believed that gas service was so essential to the public 
that this Commission need become a partner in a deliberate illegal 
action to circumvent the Commission’s authority under the Natural 
Gas Act. The rendering of natural gas service is not above the law. 

Commissioner Smith likewise filed a concurring opinion at docket 
No. G-1618 which contained an exhaustive discussion of the industry 
facet of the “fair field price” argument which evidently has had a 
great appeal to Northern. I deem it appropriate to balance out that 
presentation by demonstrating here the effect the “fair field price” 
would have had and now will have on the ultimate consumer. Be- 
tween the two opinions it may be determined by third parties where 
the public interest lies. 

The rate issue here involved is much greater than the validity of 
a certificate of public convenience and necessity issued by this Com- 
mission. It involves proposals for a fundamental change in the 
Commission’s rate making policies. Northern, by its action in trans- 
ferring its gas wells and leases to a subsidiary, has taken the first 
step in a preconceived plan to carry out its avowed purpose to dis- 
pose of its gas reserves unless this Commission allows it the “fair 
market value” of such reserves in fixing rates. 

It is urged by Northern, and by others,” that a sound solution to 
the issue posed in these certificate proceedings is the modification of 
the Commission’s rate making policies by abandonment of the judi- 
cially approved cost basis ™ and the allowance to Northern and other 
companies of a field price or commodity value for the gas which they 
produce. Similar proposals have been before the Commission in one 
form or another for the past 10 years. Considerable effort was made 
by the industry to secure legislation in the 80th Congress * which 
would have required us to use the field price approach but such pro- 

# Concurring opinions of Commissioner Smith, opinion No. 228, docket No. G-1382, 11 
F. P. C. 123 et al.; opinion Nos. 230 and 230—A, docket No. G-1618. 

1 Federal Power Commission v. Hope Natural Gas Co., 320 U. S. 591 ; Colorado Interstate 
Gas Co. v. Federal Power Commission, 324 U. S. 581; Panhandle Eastern Pipe Line Co. v. 


Federal Power Commiasion, 324 U. S. 635. 
12H. R. 4051 Moore-Rizley Bill. 
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posals did not receive congressional sanction. The pressure for the 
change permeated the Natural Gas Investigation, G-580, and split 
the Commission.* The question was also before the Commission in 
the Pittsburgh and West Virginia Gas Co. rate case, docket Nos. G- 
627, G-635, decided September 2, 1948, 7 F. P. C. 112, on review of the 
examiner’s ruling excluding evidence of the fair market value of the 
gas leaseholds and the fair field value of the gas and the proposal was 
rejected by the Commission in that case.* More recently * and sub- 
sequent to the concurring opinions above-mentioned, the Commission 
sustained an examiner’s ruling admitting similar evidence in another 
case However, since the issue is again presented it is appropriate to 
set forth my views. 

Unlike the normal cost basis of ratemaking the theory advanced by 
Northern and others of the natural gas industry is premised on treat- 
ment of the gas production department of a pipeline company as a 
nonutility function. All production facilities are excluded from the 
rate base and likewise other costs pertaining to production are ex- 
cluded from the cost of service. There is substituted for such actual 
costs, plus a fair return, a fictitious operating expense item based upon 
applying a selected field price or value to the volumes of gas produced 
from the company’s wells. Actually the field price or value theory 
is akin to the reproduction cost theory of ratemaking whose infirmi- 
ties and inequities led to abandonment of its use in most regulatory 
jurisdictions.” 

A supply of natural gas is secured by pipeline companies through 
two methods—one, through purchases under long-term contracts with 
producers or other pipeline companies and, two, through the owner- 
ship of gas leases and producing wells. The supply of many pipeline 
companies is a combination of the two. It has been the consistent 
policy of the Commission to allow a natural gas company its actual 
cost of securing a gas supply from either source. Where gas is pur- 
chased from nonaffiliated vendors the actual amount paid by the nat- 
ural gas company for the gas is allowed as operating expenses. Where 
the company itself is a producer, there is included in the rate base the 
cost of all of the company’s gas acreage both producing and non- 
producing. The allowance also includes all exploration and develop- 
ment expense such as delay rentals,” the drilling of dry holes and 
leasehold abandonment costs. 


48 Report of Commissioners Draper and Olds. Report of Commissioners Smith and Wim- 
berly. Report on Natural Gas Investigations, G-580 (1948). 

44 Olds, Draper and Buchanan affirming; Smith and Wimberly dissenting. 

% Panhandle Eastern Pipeline at docket No. G—1116, et al., 12 F. P. C. 840, issued Febru- 
ary 9, 1953, Draper, Smith and Wimberly affirming, Buchanan and Doty dissenting. 

16 Supra. 


77 This cost represents the amounts paid to the lessees to keep the leases in force prior 
to drilling the acreage. 
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It is said that this policy discriminates against the pipeline pro- 
ducer since his cost of gas, including a fair return on his investment, 
is often less on a unit basis than its value as a commodity or the prices 
being paid under contract to other producers for gas from the very 
same or adjoining fields. This inequity is ascribed in the first instance 
to our lack of regulatory jurisdiction over the so-called independent 
producers under the PAéllips decision.* It is urged that the investor 
in the common equity securities of a pipeline company owning gas 
leases is entitled to the same rewards as the independent operator has 
secured in recent years through the rising field prices of natural gas. 
However plausible the proposition may sound, it is completely fal- 
lacious for two pungent reasons. First, a pipeline company, unlike 
the independent producer, has taken no risk in the acquisition and 
development of gas reserves, as all cost of exploration and the carry- 
ing of its investment in nonproducing gas lands is paid for over the 
years by its customers and eventually by the ultimate rate payers. A 
pipeline company is entitled to recover all costs plus a fair return on 
its investment in leases and wells—practically a guaranteed return— 
and can secure an increase in rates if necessary to obtain such fair 
return. Second, the removal of the so-called independent producer 
from the rate jurisdiction of this Commission under the Phillips deci- 
sion (supra) is revealed in its most fallacious aspect by the assertion 
of jurisdiction by this Commission over production and gathering 
facilities of pipeline companies for rate purposes, but leaving the 
non-pipeline producer to charge as he pleases.’® 

The facts of record in docket No. G—1618 demonstrate that North- 
ern’s stockholders took no risk in the acquisition of gas reserves beyond 
the character of risk inherent in any public utility enterprise and which 
is allowed for in the rate of return. The initial gas supply of Northern 
consisted of gas purchase contracts; the gas leases, and wells held by 
Northern, prior to their transfer to Producing Co., were acquired 
since it or its predecessors commenced operation in 1930. From that 
time until the end of 1951 there was acquired approximately 649,000 
acres of leaseholds. Some 229,000 acres were abandoned, sold or ex- 
changed leaving approximately 420,000 acres in Northern’s ownership 
at December 31, 1951. Of such acreage, producing leaseholds in the 
Panhandle, Hugoton and Otis fields account for 156,925 acres at an 
investment cost of $614,298. Nonproducing (undrilled) leaseholds of 
263,229 acres, at an investment cost of $582,932, account for the bal- 
ance of the approximately 420,000 acres. The great bulk of the acreage 

18 Phillips Petroleum Co., docket No. G-1148, 90 P. U. R. (N. S.) 325. 

%” Kansas-Colorado Utilities Oo., opinion No. 245, 12 F. P. C. 1, issued February 4, 


1953, the Commission took a contrary view where sales by a pipeline company were made 
in the field. 
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was acquired after the Commission’s ratemaking policies became 
known. 

From the inception of its operation down to July 1, 1952, Northern 
expended, in addition to the investment cost above set forth, $1,471,395 
for delay rentals, $385,383 for nonproductive well drilling and $8,058 
for other exploration costs. Northern has written off the acquisition 
costs of abandoned leases amounting to $756,883. In addition, further 
sums of substantial amount have been expended in connection with the 
acquisition and holding of leaseholds and for such items as taxes on 
leaseholds, geological, engineering and administrative expenses. 

Northern’s president has acknowledged that all of such costs in- 
curred in the exploration and development of its gas reserves have been 
recovered by the rates allowed, i. e., have been paid in their entirety 
by the ultimate consumer. We have included all of Northern’s invest- 
ment in leaseholds in the rate base including its investment in “un- 
proven” and “wild cat” acreage thereby allowing Northern to earn 
a return on that investment. Specifically in the recent rate proceeding 
involving Northern (docket No. G—1382, et al.) we allowed explora- 
tion and development costs of $476,000. Such sum greatly exceeded 
Northern’s experienced cost for this activity but we allowed the higher 
amount claimed by Northern as we were aware that Northern was ex- 
tending its search for other sources of gas far from its reserves in the 
Panhandle and Hugoton fields. 

For more than 20 years customers of Northern have underwritten 
and paid for in rates the entire cost of acquiring Northern’s gas re- 
serves. However, Northern’s proposition with which Commissioner 
Smith concurs *° means that Northern’s customers would in the future 
buy the gas from these very same leases at its commodity value or at 
the current prices paid to independent producers. I am unable to un- 
derstand how such a proposal can be called “fair and equitable”. It 
can be classified in my opinion as resulting in an “unconscionable 
profit” to and an “unjust enrichment” of the equity holders at the ex- 
pense of the consumers—the very thing rate regulation is designed to 
prevent. 

The Commission dealt with an analogous proposal in the Panhandle 
case (City of Detroit and County of Wayne Michigan v. Panhandle 
Eastern Pipeline Co., et al., 3 F. P. C. 273, 284), September 23, 1942. 
In that rate proceeding Panhandle claimed an allowance in its rate 
base of $1,585,914 as “the value of gas purchase contracts”—such value 
being based upon the difference between the then present field price 
and the lower contract prices of such gas. The Commission said: 


It would be a travesty on regulation to permit fictitious amounts of this charac- 
ter to inflate the rate base. 


® Opinion No. 228, docket No. G-1382, et al. Opinion No. 230, 280-A, docket No. G-1618. 
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In my opinion, it would likewise be a travesty on regulation to permit 
fictitious amounts of the character proposed by Northern to inflate 
the operating expenses. Moreover, if natural gas is to be valued as a 
commodity for ratemaking purposes and the cost basis discarded, the 
gas supply, be it either purchased at the top of the well under a gas 
purchase contract, or acquired in the ground through the purchase of 
a leasehold, should be priced on the same basis. The reasoning relied 
on by those who would abandon the cost basis is equally applicable 
to both categories, the principle is exactly the same and logic would 
require like treatment, yet the proponents of field price do not face 
up to this fact. 

The effect of the field price proposal upon consumers is detailed in 
the record in docket No. G-1618. According to the testimony of North- 
ern’s president, the additional cost to its customers for the 1.5 trillion 
cubic feet of owned reserves over their life would be $60 million. These 
are the leaseholds and gas wells transferred by Northern to Producing 
Co. It appears, however, that such additional cost is greatly under- 
stated on the basis of the cost comparisons used, the failure to recognize 
the large increases in income taxes which would result, and by reason 
of further increases in the field price of gas which Northern’s president 
expects to occur. 

It is asserted that the Commission’s ratemaking policy is discourag- 
ing and destroying the incentive of natural gas companies to search 
for and lease gas acreage. I would be the first to admit that incentive 
is somewhat directly proportional to reward but in the public utility 
field the incentives for the investor are not speculative profits ** but 
reasonable profits coupled with security of capital. Such incentives 
apply equally as well to the leases and wells as to the pipeline itself or 
any other facility of a natural gas company. Under the generally ac- 
cepted cost approach to ratemaking no greater risk is incurred vy a 
company through its investment in gas leases than is present in an 
investment in additional pipeline laterals or other facilities to serve 
itscustomers. All costs are considered in the fixing of reasonable rates. 
It would be unthinkable for an electric utility to sell one of its generat- 
ing stations for more than its cost for the purpose of immediately buy- 
ing back the electric energy generated by the same station at a cost in 
excess of its former cost of production. It is equally unthinkable to 
me that similar types of transactions in utility properties, whether gas 
reserves, pipelines, substations or office buildings be sanctioned for 


“ Bluefield Water Works ¢ Improvement Co. v. Public Service Commission, 262 U. S. 
679-692, 693. “A public utility * * * has no constitutional rights to profits such as are 
realized or anticipated in highly profitable enterprises or speculative ventures.” cf: Ad- 
dress of Commissioner Smith before section of Mineral Law, American Bar Association, 
San Francisco, Calif., September 16, 1952, and Address of Chairman Buchanan before The 
New York Society of Security Analysts, New York City, October 8, 1952. 
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the purpose of securing profits above those which normally accrue to 
utility investors through a return on the money prudently invested in 
the enterprise yet that is the course which Northern is attempting to 
pursue. 

Public utilities have a responsibility under the law, and in accord 
with our American traditions, to supply service to the public at reason- 
able rates under the umbrella of virtual monopoly. Indeed, as to 
natural gas companies, it is the mandate of Congress that service be 
rendered at the “lowest reasonable rates,” section 5 (a) Natural Gas 
Act. Natural gas companies have a duty to meet the market require- 
ments of their customers and to acquire the necessary gas supply at 
the lowest reasonable cost. Whether the supply be secured through 
purchase contracts or by acquisition of leases is a matter for manage- 
ment to decide. Regulation by the Commission must be applied to 
the enterprise as we find it, but the regulation should be uniform. 

I believe there presently exists an adequate incentive for natural 
gas public utilities to acquire gas reserves either by contract or through 
the purchase of gas leases. If, however, the investor is not satisfied 
with a utility return on his investment and desires to assume the risks 
of a mining venture and reap the possible speculative profits, then 
the gas utility business is no place for his money. The sale of reserves 
by a pipeline company for a quick profit may temporarily enhance 
the stature of the management in the eyes of stockholders but at the 
same time it does not enhance the reputation of the gas utility industry 
in the eyes of its customers, regulatory Commissions or the holders 
of senior securities, in my opinion. 

In any event if the Commission policy be changed and the produc- 
tion phase of a pipeline company’s operation be placed in a non- 
utility category, then such policy should be applicable only to the 
reserves which were acquired and developed at the expense of the 
stockholders and not upon the basis of the reserves which have been 
accumulated over the years at the expense of the rate payers. North- 
ern’s announced intention to divest itself of its gas leaseholds and 
wells and its subsequent action as developed on the record of docket 
Nos. G-1618 and G-2085 constitutes the very “exploitation of the con- 
sumer” that the Natural Gas Act was designed to prevent. It is re- 
grettable to me that my colleagues cannot be persuaded of that fact. 

In conclusion, upon the record of docket No. G-2085, it is my opinion 
that by its course of conduct and its telegram of November 4, 1952, 
Northern had rejected our condition which was a part of the certifi- 
cate which prohibited alienation of its gas leaseholds and producing 
gas wells without prior approval of the Commission. It is further 
my opinion that Northern had neither legal or equitable right to 
accept a part and reject a part of our certificate without recourse to 
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the remedies provided by the Natural Gas Act. The effect of North- 
ern’s conduct and its telegraphic notice thereof was to reject our 
certificate in toto and consequently it is presently without any lawful 
authority at this time to construct and operate the G-1618 facilities in 
whole or in part as if our order of October 28, 1952 had never issued. 
The majority action in this docket might be compared with the traf- 
fic policeman who allows all of the traffic to accumulate in the middle 
of the street intersection and then abandons it to its own devices. 
The matter should be referred to the Attorney General for appro- 
priate action and the Commission should move on its own motion to 
prohibit the unauthorized operation and construction of the G-1618 
facilities under the appropriate provisions of the Natural Gas Act. 
For these reasons I register my dissent. 


Wimper.y and Dory, Commissioners, concurring : 

Chairman Buchanan—who filed a rate-case dissent in this certificate 
proceeding—joined with us in pointing out in opinion No. 230-A that 
the docket No. G-1618 proceeding was of course not a rate but a certifi- 
cate proceeding, 11 F. P. C. 400,409. Northern had claimed the right 
to dispose of its reserves should the Commission in the future not 
authorize rates commensurate with the prevailing market value of 
natural gas. Noting this fact in his separate concurrence in opinion 
No. 230-A and expressing his “complete accord” with that opinion, 
Chairman Buchanan pointedly said that “Our consideration of 
Northern’s application depends basically on an assured supply of 
natural gas” *. 

Properly, we say, for even a most casual examination of opinion 
No. 230-A proves Chairman Buchanan correct in his assertion— 
which he apparently now has repudiated—that supply was the 
basic consideration. The Commission’s concern was with Northern’s 
wish to be able “to divest itself of the reserves it owns,” 11 F. P. C. 
100, 406, and with our purpose “to assure the continued availability” 
of those reserves on which Northern depended, 11 F. P. C. 400, 406. 

Likewise, opinion No. 230 reveals a careful and studied deliberation 
upon the “adequacy of the gas supply showing made by Northern,” 
11 F. P. C. 174, 188. The Commission—Chairman Buchanan join- 
ing—spoke of the necessity that the reserves “continue to be avail- 
able” to Northern, 11 F. P. C. 174, 189, and of the necessity that the 
reserves be “firmly committed” in view of the record indications that 
Northern might “sell or otherwise alienate” a substantial part of those 
reserves, 11 F. P. C. 174, 192. The fact was adverted to that Northern 
“had under consideration the alienation” of nearly 25 percent of its 
controlled reserves, 11 F. P. C. 174, 193. This the Commission spoke 
of as a nossibility that Northern’s disposition of its reserves might re- 


*Emphasis supplied. 
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sult in “their not being available” for the service proposed, 11 F. P. C. 
174, 193. Similarly, it referred to Northern’s conditional “intention 
to divest itself” of some of its reserves, 11 F. P. C. 174, 193, and to the 
need for a gas-supply condition in the certificate order respecting the 
reserves shown on the record to be “controlled” by Northern, 11 
F. P. C. 174, 194. 

The foregoing are illustrative of the considerations spelling out the 
background of the certificate condition now before us, and in these 
Chairman Buchanan unqualifiedly concurred. But in his present dis- 
sent he somehow concludes that the majority contradicts itself in now 
holding “that rate matters were not before us” in the docket No. G-1618 
proceeding. Suffice it to say that the concern of the majority was 
with supply as distinguished from price—in which views until now 
Chairman Buchanan concurred—is expressly set forth for all who 
will read. 

Assurances of continued availability of an adequate supply was an 
expressed purpose in the docket No. G-1618 proceeding. On the 
present record, we do not find a basis for concluding that this purpose 
has been frustrated. Therefore, we are unwilling to paralyze North- 
ern’s system—which might be a result of the course suggested by 
Chairman Buchanan—and stop gas service to the thousands of con- 
sumers dependent on it, even if some might argue that Northern had 
violated the certificate condition. 

But since the record here does not show a thwarting of the basic 
gas-supply purpose, which the majority sought to assure by the docket 
No. G-1618 certificate condition, we need not deal with such frightful 
public consequences which would arise here only from a technical 
approach. 

If the Commission is reasonably satisfied that Northern has not im- 
paired its ability to render the service authorized at docket No. G-1618, 
it can do nothing else but vacate the show-cause order and thereby 
permit the company to proceed with its plans to furnish additional 
natural gas to the large midwestern territory it serves. If Chairman 
Buchanan is convinced that Northern has denied to itself the full use 
of the 25 percent of its gas reserves here under discussion, he should 
have based his dissent on that proposition. Most of his entire dis- 
course deals with rate matters not before us on this record. 

In the meantime, the action of the majority has made it possible 
for Northern to proceed with its plans to serve its general utility 
customers as well as the industrial customers that are essential to the 
economic welfare of the Middle West. We repeat that any other re- 
sult would be tragic in that it would choke off natural gas service to 
Northern’s area simply to settle—or attempt to settle—differences of 
opinion concerning ratemaking policies which are not before the 
Commission in this proceeding. 
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In THE MATTER OF 


PERMIAN BASIN PIPELINE COMPANY, EL PASO NAT- 


URAL GAS COMPANY AND NORTHERN NATURAL GAS 
COMPANY 


Applications for Certificates of Public Convenience and Necessity 


Docket Nos. G-1928, G-2134 and G-2063 


May 1,1953* 
Syllabus 


. Commission reaffirms position that under section 7 of Natural Gas Act the 
amount of common equity under an acceptable plan of financing must 
initially be at least 15 percent of capitalization. P. 93. 

. The direct or indirect marketing of securities under a plan whereby a director 
of Permian may profit financially by reason of such marketing, is con- 
trary to public interest, and public convenience and necessity requires 
that any plan of financing must clearly show that such condition does 
not exist and did not exist at any time while the proposed plan was 
being formulated. P. 93. 

. Permian’s rate schedule under Natural Gas Act should provide for a rate 
based on a cost of service formula under which Permian would recover 
each month all reasonable and necessary operating expenses (including 
depreciation expense) applicable to the month, plus a fair return on a 
net investment rate base. P. 94. 

. Commission limits Permian to a rate of return not in excess of 6 percent 
on its sales to Northern and finds that the rate schedule should be based 
on a formula from which any costs of gas paid for but not taken are 
excluded. P. 94. 

. Commission issues certificates of public convenience and necessity under 
section 7 of the Natural Gas Act to Permian, Northern and El Paso to 
construct and operate facilities for the transportation and sale of natural 
gas. P. 102. 


Justin R. Wolf, Louise Powell, Lawrence I. Shaw, F. Vinson 
Roach, and Gayle EF. Stahl for Permian Basin Pipeline Co. 

Allen R. Grambling for E) Paso Natural Gas Co. 

Justin R. Wolf, Louise Powell, Lawrence I. Shaw, F. Vinson 
Roach and Dale Te Kolste for Northern Natural Gas Co. 


William R. Duff and Norman A. Flaningam for the Federal Power 
Commission. 


By THE ComMMISSION: 
Opinion 


On March 28, 1952, Permian Basin Pipeline Co. (Permian) filed an 
application, as thereafter supplemented on September 5 and October 7, 


*Designated Commission opinion No. 249. Rehearing denied by Commission order issued 
June 10, 1953, infra, p. 105. 
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1952, and amended and supplemented on November 20, 1952, and Feb- 
ruary 6, 1953, for a certificate of public convenience and necessity 
authorizing the construction and operation of certain facilities to 
enable it, in the manner hereinafter indicated, to transport and sell 
in interstate commerce up to 300,000 M. c. f. of natural gas per day 
to Northern Natural Gas Co. (Northern). 

On September 12, 1952, Northern filed an application, which was 
supplemented on September 29 and October 27, 1952, and amended 
and supplemented on January 26, 1953, for a certificate of public 
convenience and necessity authorizing the construction and operation 
of certain facilities to enable it to transport and sell to its existing 
customers and certain new customers to whom it proposed to sell, 
certain volumes of gas based upon the volumes of gas proposed to be 
delivered to it by Permian. 

On March 4, 1953, El Paso Natural Gas Co. (El Paso) filed an 
application for a certificate of public convenience and necessity author- 
izing the construction and operation of facilities to enable it to trans- 
port and deliver to Northern for Permian’s account at a point near 
El Paso’s Dumas compressor station in Moore County, Tex., volumes 
of gas equivalent to volumes to be delivered to it by Permian at a 
point near El] Paso’s Wasson compressor station in Yoakum County, 
Tex. 

Due notice of the filing of such applications, as amended and sup- 
plemented, was given, including publication in the Federal Register, 
and thereafter, by our order issued on March 13, 1953, we consolidated 
the proceedings for purpose of hearing and fixed the date of April 6, 
1953, for hearing in such consolidated proceedings to commence. 

Hearing commenced on April 6, 1953, and concluded on April 17, 
1953, with respect to all matters and issues involved in docket Nos. 
G-1928 and G-2134 and so much of docket No. G-2063 as relates to 
the construction by Northern of main-line facilities, hereinafter de- 
scribed, to receive gas from Permian. In the interim, the presiding 
examiner, on April 7, 1953, ruled that the hearing in docket No. G-2063 
should be in two parts: the first, which was heard during the portion 
of the hearing which recessed on April 17, was concerned with issues 
and matters raised in connection with Northern’s construction, of 
such main-line facilities; the second to be concerned with the remain- 
ing issues on docket. No. G-2063 and to commence only upon further 
order by us subsequent to issuance, if we so determined, of certificates 
in docket Nos. G-1928, G-2134, and the first part of G-2063. This 
ruling was appealed to the Commission by staff counsel and was 
affirmed by us on April 9, 1953. 
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A further order consolidating, for purpose of hearing, applications 
filed, respectively, by Northern in docket No. G-2125, by El Paso in 
docket No. G-2126, and by Independent Natural Gas Co. in docket 
Nos. G-2124 and G-2140 was issued by us on April 3, 1953. On April 
17, 1953, pursuant to the provisions of paragraphs (B) and (C) of 
said order, the presiding examiner, upon recessing of the hearing in 
docket Nos. G-1928, G-2134, and G-2063, fixed the date of May 18, 
1953 for hearing to reconvene and to commence with respect to the 
matters and issues involved in docket Nos. G-2124, G-2125, G-2126 
and G-2140. 

At the conclusion of hearings on April 17, 1953, the presiding 
examiner fixed the date of April 27, 1953, for filing of briefs, or of 
proposed findings and conclusions, and further fixed the date of April 
28, 1953, for oral argument with respect to the matters and issues 
involved in docket Nos. G—1928 and G-2134, and so much of docket No. 
G-2063 as had been heard up to that time. We affirmed the presiding 
examiner’s ruling by our order issued April 30, 1953, and in the same 
order we directed the omission of the intermediate decision procedure 
with respect to said matters. 

Various parties, including State utility commissions, filed petitions 
to intervene or notices of intervention in said dockets. We issued 
orders permitting intervention on July 9, 1952, March 13, 1953, April 
13, 1953, April 20 and April 22, 1953. 


Permian, upon completion of construction and commencement of 
operation of the facilities proposed to be constructed in its applica- 
tion as supplemented and amended in docket No. G-1928, will be 
engaged in the transportation and sale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, and will be, 
therefore, a “natural-gas company” within the meaning of the Natural 
Gas Act. 


Northern owns and operates a natural-gas transmission pipeline 
system located in the States of Texas, Oklahoma, Kansas, Nebraska, 
Iowa, Minnesota, and South Dakota, and by such operations is 
engaged in the transportation and sale of natural gas subject to the 
jurisdiction of the Commission, and is a “natural-gas company” within 
the meaning of the Natural Gas Act, 3 F. P. C. 967. 

El] Paso owns and operates a natural-gas transmission pipeline 
system located in the States of Texas, New Mexico, and Arizona, is 
engaged in the transportation and sale of natural gas subject to the 
jurisdiction of the Commission, and is a “natural-gas company” within 
the meaning of the Natural Gas Act, 4 F. P. C. 486. 
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Permian proposes to construct the following facilities, all as more 
fully described in its application, as supplemented and amended, in 
docket No. G-1928: 


Diameter; Length | Estimated 
(inches) | (miles) cost 


(a) Transmission pipelines: | 

(1) Beginning in Mitchell Gas Field, Pecos County, Tex., and 
extending to applicant’s proposed Plymouth compressor 
Ea See 

(2) Between applicant’s proposed Plymouth and Pembrook com- | 
pressor stations, Upton County, Tex 

(3) Between aforesaid Pembrook compressor station, Upton 
County, Tex., and applicant’s proposed Spraberry com- 
pressor station, Midland County, Tex-.. - 

(4) Between aforesaid Spraberry compressor “station, "Midland 
County, Tex., and point of connection with El Paso Natural | 
Gas Company’ s rating 24-inch pipe line near Wasson, | 
Yoakum County, Te = 

(5) Measuring station at aforesaid Wasson interconnection. 

(6) Between applicant’s proposed Hobbs compressor station, 
Lea County, N. Mex., and aforesaid Wasson interconnection 1, 940, 000 

(7) Measuring station at Dumas, Tex | 49, 000 





13, 658, 000 








Number - Estimated 
of units | horse- cost 
i power | 


(b) Compressor stations: 
(1) Plymouth station , 400 7,000 | $1,972,000 
(2) Pembrook station q 16, 200 4,012, 000 
(3) Spraberry station a 26, 400 6, 571,000 
(4) Hobbs station a 5, 2 2, 200, 000 


, 14, 755, 000 
(c) Other facilities ‘ 14, 117,000 


Total estimated cost 42, 530, 000 











El] Paso, in docket No. G-2134, proposes to construct and operate 
compressor, measuring, regulating and appurtenant facilities at a 
cost estimated in the application at $2,900,000, to enable it to receive 
up to 300,000 M. c. f. of gas per day from Permian, near Wasson, in 
Yoakum County, Tex., and to transport and deliver through an exist- 
ing 24-inch line equivalent volumes to Northern at the discharge side 
of El Paso’s existing Dumas compressor station, in Moore County, 
Tex. 


Northern, in this part of docket No. G-2063, proposes to construct, 
only, the following facilities: 
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I, Proposed to be constructed in the first year 


|Diameter| Length Estimated 
(inches) | (miles) cost 
I ——_—_———_ 


A. Main pipeline additions: 
(1) Between E] Paso Natural Gas Company’s Dumas, Tex.. com- ! 
pressor station and applicant’s Sunray compressor station _ - - 

(2) Between applicant’s Sunray compressor station and its Texas 

Valve No. 5, at junction of its Sunray and Skellytown pipe- 


(3) Texas Valve No. 5, North (2d line)... 
(4) Beaver, Kans., North (2d line) 
(5) Beaver, Kans., North (3d line)._...._. 
Bushton, Kans., North (4th line) 
(7) Clifton, Kans., North (5th line) 
(8) Palmyra, Nebr., Northeast (3d line) . . 
(9) Oakland, Iowa, North (3d line) 
(10) Ogden, Iowa, North (3d line) 
(11) South Sioux City, lowa, North (2d line) 
(12) Paullina, lowa, North (2d line) 
Undercrossings— Beaver and Des Moines Rivers 
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Total | Estimated 
horse- cost 
power 


B. Compressor additions: 
) Sunray, Tex., compressor station... 
(2) Beaver, Okla af ae 
0 Kk eee ae P 
(4) Midpoint No. 1, Kans. -. .| 
OR EO eee | 
(6) Mullinville, Kans 


—————— 
Total estimated first year cost....................-- Divndinekaialanawtesmnd tna iaina 





II. Proposed to be constructed in the second year 


Diameter| Length 
(inches) | (miles) 








(A) Main pipeline additions: 
(1) North of Valve No. 5... 
(2) Beaver, Okla., North (third line). 
(3) Mullinville, Kans., 
(4) Bushton, Kans., North (ourth line). ; 
(5) Midpoint compressor station No. 2, Kans., North (fourth | 
ine)... " | 
Clifton, Kans., ‘North (fifth line) 
Beatrice, Nebr., North (fourth line)... 7 | 
Palmyra, Nebr., Northeast (third line)..... ; : 16. 
Oakland, Iowa, North (third line)........._- | 18. 
Ogden, Iowa, North (third line)... 3 11 
Ventura, Iowa, North (third line) | | 16 
South Sioux City, Iowa, North (second line) edtgieiiedl 10 
Undercrossings—Cimarron, Solomon, Big Blue, § 
Hill, Middle Raccoon and Boone River x 3 
Undercrossing— Missouri River ‘ | | 1.0 
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204.1} 17,245,000 


| 
| 





Horse- Total | Estimated 
of units power | horse- | cost 
units | power 


(B) Compressor additions: 
(1) y 


(2) 

(3) Mullinville, Kans., station... .- 
(4) Midpoint station No. 1, Kans-. 
(5) Midpoint station No. 2, Kans-. 
(6) Palmyra, Nebr., station 


Total estimated second year cost.................|..----..--].-------.- 
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Permian Bastn Preetine Co.—Docker No. G—1928 


Permian’s proposed line will extend from the Mitchell Gas Field 
in Pecos County, Tex., and from certain gas fields in southeast Lea 
County, N. Mex., to a point of connection with the existing 24-inch 
line of E] Paso near Wasson, in Yoakum County, Tex. Permian will 
also construct and operate a sales metering station at Dumas, in Dumas 
County, Tex., at which point gas for its account will be delivered by 
El Paso to Northern. All gas delivered by El Paso to Northern at 
Dumas will be thereafter transported by Northern and sold to cus- 
tomers in states north of Texas. 

Permian’s proposed facilities are designed to transport and deliver 
to El Paso at the latter’s proposed Wasson meter station maximum 
daily volumes of 271,812 M. c. f. in the first year of operation and 
366,793 M. c. f. in the second year of operation, The total cost of 
constructing such facilities is estimated to be $42,530,000, of which 
$38,135,000 would be expended in the first year and the balance in 
the second year. These estimated costs are based upon the current 
experience of Permian’s parent company, Northern, and appear to 
be reasonable and adequate for the construction proposed. 

Permian’s contract with Northern contemplates the sale of 200,000 
M. c. f. per day during the first year of operation and 300,000 M. c. f. 
per day thereafter. The proposed facilities will in the second year 
be capable of delivering to El Paso for redelivery to Northern at 
Dumas up to 366,793 M. c. f. per day, while the contract calls for the 
delivery of only 300,000 M. c. f. per day. But as noted hereafter, it 
appears that Permian may have available to it in the near future 
volumes of gas in excess of the contract quantities, which volumes it 
will be required either to take or pay for. In view of this fact, and 
giving due consideration to the safety factors encompassed in the 
design, we find that the facilities, as designed and proposed by Per- 
mian, are adequate. 

Permian’s natural gas reserves, at 14.65 pounds per square inch 
absolute, are estimated by Permian to be approximately 2,630 M. c. f. 
as of December 11, 1953, the date when Permian’s project is expected 
to go into operation. This gas supply will be derived from three main 
sources, to wit, the Spraberry Trend area, the Mitchell Field in Pecos 
County, Tex., and various pools or reservoirs in southeast Lea County, 
N. Mex. 

Gas from two of these areas, the Spraberry Trend and the Mitchell 
Field, will be purchased under a contract which Permian has entered 
into with Phillips Petroleum Co. (Phillips). The balance of the 
gas—from southeast Lea County, N. Mex.—will be purchased under 
contracts between Permian and various producers. 
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Gas purchased from Phillips in the Spraberry Trend will be residue 
gas, purchased at the tail-gate of Phillips’ gasoline plants either built 
or being built in the Spraberry area. Dry gas will be taken under 
the same contract from the Mitchell Field. The cost of Spraberry 
gas to Permian will be initially 10 cents per M. c. f., and Mitchell Field 
gas 15 cents per M.c. f., each of which prices will increase 1 cent during 
each succeeding 5-year period of the 25-year contract. The contract 
provides for the purchase by Permian and the delivery by Phillips 
of an average daily volume of 225,000 M. c. f. per day, and further 
provides that, under certain conditions, Permian will be enabled to 
purchase volumes of gas from sources other than the Spraberry Trend 
and the Mitchell Field in the event that the volumes of gas from these 
sources become less than 225,000 M. c. f. per day. Since this part 
of the contract is not claimed by Permian to constitute any part of 
its reserves, we shall not consider it further here. Permian estimates 
its reserves from the Spraberry Trend area to be 620 billion cubic 
feet and its reserves from the Mitchell Field at 430 billion cubic feet. 

Permian’s contracts with the various producers in southeast Lea 
County provide for maximum “takes” of 1,000 M. c. f. per day for 
each 7,300 million cubic feet of reserves, at a cost initially of 9.5 cents 
per M. c. f., increasing thereafter by 1 cent each succeeding 5-year 
period. Each contract is for twenty years except that with The Texas 
Co. which is for 10 years. Reserves from these sources are estimated 
to amount to 1,669 billion cubic feet. 

Permian estimates that the gas reserves under contract to it will 
enable it to meet average day requirements of 288,000 M. c. f. for a 
period of 16 years, and peak-day requirements for a period of approxi- 
mately 15 years. This gas would be in large part derived from the 
Spraberry Trend in the early years, and from the other sources as 
gas receipts from the Spraberry Trend sharply decrease after 1958. 
It further appears that under the terms of its contracts with pro- 
ducers in southeast Lea County, Permian may be required to purchase 
quantities of gas in excess of the amounts required to enable it to 
meet its peak-day obligation to Northern of 300,000 M. c. f. per day 
in the second year of operation. 

Permian’s reserve and deliverability estimates were based on con- 
ventional methods. None of the parties to this proceeding has 
questioned their validity. We find on this record that Permian has 
an adequate supply of gas to support the proposed project over a 
period sufficiently long to justify construction and operation of the 
proposed facilities. In so finding, we take note of the additional fact 
that the Texas Railroad Commission has recently ordered the Spra- 
berry Trend fields shut in because of persistent flaring of residue gas 
for which no market at present exists. The proposed Permian project 
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will provide one means for disposition of large volumes of residue 
gas which have hitherto been wasted. 

We find, also, that Permian has a market for such gas. Permian’s 
contract with Northern requires that up to 200,000 M. c. f. per day 
be delivered to Northern in the first year, and up to 300,000 M. c. f. 
per day in the second year, of operation. As pointed out hereafter, 
Northern has shown that it has a market for at least the contract 
quantities to be purchased from Permian. Thus, there can be no 
question that Permian can market its gas. 

Permian proposes to finance its project by issuing $32,250,000 of 
41% percent first mortgage 20-year bonds; 100,000 units of interim 
notes and common stock, each unit to consist of one $50 principal 
amount note bearing interest at the rate of 5.6 percent and one share 
of common stock; and 504,000 additional shares of common stock * 
to be sold at $10 per share. The units of notes and common stock 
will be sold for $56 each, the estimated net proceeds for the 100,000 
units being $5,350,000. The notes will mature December 31, 1954, 
and will be payable at maturity by the issuance of sinking fund pre- 
ferred stock bearing a 5.6 percent dividend rate. 

Permian is negotiating with certain life insurance companies for 
the purchase of the bonds and with J. H. Whitney & Co. of New York 
for the purchase of 20 percent of the units. Northern has agreed 
to take the remaining 80 percent of such units. Holders of over 90 
percent of the presently outstanding common stock have indicated their 
intention to subscribe to the proposed issuance of additional common 
stock. If necessary, Glore, Forgan & Co. are prepared to underwrite 
the sale of the common stock. 

Several aspects of the plan of financing make it necessary for us 
to require Permian to submit within 60 days after issuance of our 
order herein, a definite plan of financing which will correct the defi- 
ciencies inherent in the plan now before us. 

Permian contends that the 414 percent interest rate on the bonds is 
required in order to make them salable. We are cognizant of the in- 
creasing cost of debt money, yet on the basis of the evidence adduced, 
we are not convinced that it is necessary to pay 41% percent for bond 
money to finance such a project as Permian where an assured return 
is practically guaranteed under a cost of service rate which we are 
requiring. This latter factor was not given consideration in the 
negotiations with the insurance companies. 

With respect to the units, each consisting of one share of common 
stock and one $50 note, it appears that of the $53.50 to be received 
by Permian for each unit, Permian will attribute a value of $10 to 


1The company had outstanding 360,000 shares of common stock which were issued at 
$1 per share. Permian proposes to recapitalize so as to reduce these shares to 216,000. 
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the one share of common stock included in the package and $43.50 to 
the $50 note. Thus, a discount of $6.50 will be suffered on each $50 
note under Permian’s plan. We see no justification for the creation 
of any such discount on such short term interim notes. Particularly 
is this true, where Northern is requiring 80 percent of such securities 
from its subsidiary. There is no evidence of record to justify the 
conclusion that Permian’s credit rating calls for financing of such 
character. 

We also find that the amount of common equity will be initially less 
than the 15 percent of capitalization which we have heretofore held 
to be the minimum standard. We reaffirm that position. Under 
Permian’s plan of financing, common equity would equal 15 percent 
only after the accumulation of surplus subsequent to the commencement 
of operation. 

Permian’s financial plan also fails to disclose all of the terms and 
conditions under which its securities will be issued and sold, and for 
this reason and others stated above, we will condition our order as 
heretofore stated. 

The record shows that John F. Fennelly, one of the directors of 
Permian, is a partner in the firm of Glore, Forgan & Co. and P. A. 
Walters, also a director of Permian, is an officer of Stone & Webster 
Securities Corp.; that both of these companies propose to participate 
in the marketing of Permian’s securities; and that both of these 
individuals propose to resign as directors of Permian if their con- 
tinuance as directors would jeopardize the rights of their respective 
companies to participate in Permian’s financing under the provisions 
of section 12 of the Natural Gas Act. To now resign and yet partici- 
pate in the profits which may be derived from the marketing of 
Permian’s securities, under a plan of financing devised while they 
were directors of Permian, will not suffice. Irrespective of section 12 
of the Natural Gas Act, we find that the direct or indirect marketing 
of securities under a plan or arrangement whereby a director of 
Permian will or may profit financially by reason of such marketing, 
is contrary to the public interest, and public convenience and necessity 
requires that any plan of financing, if it is to be considered satisfactory, 
must clearly show that such condition does not exist and did not exist 
at any time while the proposed plan submitted in accordance with 
this opinion and order was being formulated. Any plan of financing 
submitted by Permian, as required by our order herein, must 
forthrightly satisfy the requirements of this condition. 

Permian, in accordance with the requirements of the Commission’s 
rules, submitted a form of tariff applicable to its proposed service to 
Northern, which tariff contained a rate consisting of a demand charge 
of $2 per M. c. €. of billing demand and a commodity charge of 15 
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cents per M.c. f. Revenues projected therefrom are, in the first year, 
$14,921,850 and, in the second year, $22,027,140. 

The record shows that Permian, by virtue of stock ownership and 
director-manager relationships, is in effect an operating subsidiary 
of Northern. Further, there is a management contract whereby North- 
ern would manage the affairs of Permian on a cost plus a nominal fee 
basis. Finally, as we have previously indicated, Northern, at least 
initially, will be Permian’s sole customer. 

Under these circumstances, we think that Permian’s sales to North- 
ern should properly be made under a rate comprising a cost-of-service 
formula under which Permian would recover each month all reason- 
able and necessary operating expenses (including depreciation ex- 
pense) applicable to the month, plus a fair return on a net investment 
rate base, as recommended by the staff during hearing. See /n the 
Matter of Trunkline Gas Supply Co., docket Nos. G-882, et al., 9 
F. P. C. 721 (1950). Our order will therefore provide that the cer- 
tificate hereinafter issued should be conditioned to require Permian 
to file, not less than 60 days prior to initial service hereunder, a tariff 
applicable to the proposed service which shall be satisfactory to the 
Commission and which shall include a proposed rate schedule 
providing for a rate based upon a cost-of-service formula as indicated 
herein. 

Permian proposes a rate of return of 614 percent, and in support of 
such rate, usserts that the interest rate on its debt securities and its 
cash flow requirements are such that it needs a return of 614 percent in 
order that sufficient cash will be available to enable it to pay interest 
on and amortize its debt, pay dividends on its common stock, and have 
a margin of cash for safety. 

A rate of return of 614 percent would provide earnings on common 
equity in excess of 16 percent which cannot be justified. Furthermore, 
the cash requirements necessary to retire debt and preferred stock 
induced by a plan of financing such as proposed here provide no justi- 
fication for an otherwise unjustified rate of return. Permian is financ- 
ing a new undertaking, it is true, but it has the assurance of an 
established market with Northern and while a rate of return not in 
excess of 6 percent may be justified at this time, we desire to have it 
distinctly understood that the rate of return which may be expected by 
Permian in the future will depend upon the facts and circumstances 
then existing. Our order will provide that Permian’s rate applicable 
to service to Northern shall provide for a rate of return which shall 
not be in excess of 6 percent. 

We are also of the opinion that any such rate schedule should be 
based upon a formula from which any costs of gas paid for but not 
taken are excluded. The estimated cost of service for the second year- 
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is $20,243,260. But Permian’s estimates indicate that excess volumes 
of gas which may become available may raise this cost in the second 
year to $22,379,860. Ifsuch excess volumes of gas do become available 
and must be paid for, Permian and Northern have the obligation to 
so formulate their operations that the customers of Northern are not 
penalized thereby. Permian’s line has sufficient capacity to transport 
66,000 M. c. f. per day in addition to the 300,000 M. c. f. per day pro- 
posed to be transported in docket No. G-1928. El Paso is obligated to 
request authorization from the Commission to construct facilities to 
transport additional volumes of gas if such become available. And 
Northern, especially in view of the record in these consolidated pro- 
ceedings with respect to its market and gas supply, can find a ready 
market for such volumes of gas. If Northern is not forehanded and 
does not take appropriate and timely steps to provide required facili- 
ties it cannot justifiably burden its consumers with resulting costs. 
Our order will provide that provision be made in Permian’s rate 
schedule for exclusion of any such costs from Permian’s costs of serv- 
ice, and will further provide that Permian, pending further order by 
us, shall not transport nor sell volumes of gas in excess of 300,000 
M.c. f. per day. 


NortHern Natrurat Gas Co.—Docxker No. G-2063 


Northern, in that part of its application which has been heard up to 
the present time, requests authorization to construct mainline trans- 
mission and compressor facilities to enable it to receive and transport 
up to 300,000 M. c. f. per day which it has contracted to purchase from 
Permian. Such facilities will enable it to transport gas from Dumas, 
Tex., at which point it will receive gas from El Paso for the account of 
Permian, through its main transmission system to points as far north 
as Minnesota. 

The proposed mainline facilities are adequate to enable Northern to 
receive at E] Paso’s Dumas compressor station, at a pressure of 550 
pounds per square inch gauge, and to transport to points of take-off 
volumes up to 200,000 M. c. f. per day in the first year of operation and 
up to 300,000 M. c. f. per day in the second year of operation, both of 
such volumes being in addition to Northern’s presently authorized 
system capacity of 825,000 M. c. f. per day. Cost estimates, including 
costs of construction, are based upon Northern’s experience and upon 
materials quotations, and appear to be reasonable. 

Northern’s gas supply to meet the increased demands on its system 
resulting from the proposed increase in system capacity will be sup- 
plied by Permian. We have already found that Permian has an 
adequate gas supply to enable it to fulfill its contract with Northern 
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for a period of approximately 16 years. Further, it appears that the 
addition of the gas supply to be derived from Permian will have a 
beneficient effect on Northern’s overall gas supply situation. North- 
ern may be able in the early years of the Permian contract, to increase 
the volumes taken and cut back on its takes of gas from the Kansas 
Hugoton Field, thereby extending the remaining life of its reserves 
in that field. Also, it appears that Northern’s ability to meet its 
system peak and average day requirements will be somewhat extended. 
We conclude, therefore, that acquisition by Northern of the Permian 
gas supply will constitute a desirable and useful addition to its overall 
system gas supply, and that such supply is sufficient to justify the 
proposed system capacity increase of 300,000 M. c. f. per day. 

The record shows that the volume of gas, 200,000 M. c. f. per day, 
proposed to be sold by Permian to Northern in the first year, is 
required by Northern to meet unsatisfied demands for natural gas. 
Northern has received requests and executed service agreements from 
its existing utility customers for 164,747 M. c. f. of contract demand 
per day beginning October 27, 1953, over and above the volumes of 
gas which Northern is currently obligated under its presently effective 
service agreements to sell and deliver to its present customers. Fur- 
thermore, existing customers of Northern and other utilities or com- 
munities not now served by Northern have requested additional vol- 
umes of gas. The total of all requests for gas, amounting to 256,455 
M. c. f. per day in the first year, as contrasted with increased require- 
ments for which Northern has signed service agreements, exceeds 
the volumes of gas which will be available to Northern from Permian 
during the first year’s operation after the initial stage of construction. 
In the second year, when Permian proposes to sell up to 300,000 M. c. f. 
per day to Northern, the excess of system requirements over the vol- 
umes available will be even greater. 

The record shows that Northern’s customers are aware of the fact 
that Northern’s proposed system capacity increase may necessitate an 
increase in Northern’s rates and this was known by its existing cus- 
tomers at the time they signed new service agreements covering in- 
creased volumes to be delivered during the first year’s operation of 
new facilities. The record further shows that such requests for serv- 
ice have been since reviewed by officials of Northern responsible for 
its gas sales operation, and that such requests appeared to such officials 
to be reasonable notwithstanding the possible higher rates. In addi- 
tion, it appears that Northern has received requests for gas service 
from over 600 communities located along or adjacent to its pipeline 
or its market area, and that Northern has not met, and does not 
propose in this proceeding to meet, such requirements. 
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The evidence which has been adduced is not, of course, sufficient, 
nor is it intended to be sufficient, to enable us to make a determination 
at this time of the disposition among Northern’s present customers 
and others of the quantities of gas which will become available along 
Northern’s pipeline as a result of the increased sales capacity author- 
ized in these proceedings. However, the question we are concerned 
with in this phase of docket No. G-2063 is whether the public con- 
venience and necessity require construction of facilities, as proposed 
by Northern. In deciding that question, our concern is not with the 
specific details, the allocation of the quantities of gas to become avail- 
able, but with whether the public convenience and necessity, under the 
circumstances of this case, require that the proposed facilities be 
constructed. 

We find that public convenience and necessity clearly requires that 
a certificate be issued authorizing Northern to construct all mainline 
facilities proposed to be constructed during the first year. However, 
there is no pressing need at this time for Northern to receive authori- 
zation to construct the mainline facilities proposed to be constructed 
during the second year. Such facilities will not, in any event, be 
required until Permian, as its own facilities reach their capacity in the 
second year, commences to deliver 300,000 M. c. f. perday. Northern’s 
proposed first-year construction will be adequate to enable it to receive 
and transport 200,000 M. c. f. per day. Furthermore, in the pro- 
ceedings in which hearings have just been concluded, Northern has 
requested that determination be made at this time on facilities neces- 
sary for the 200,000 M. c. f. per day added capacity only. Questions 
in connection with construction and operation of second-year mainline 
facilities can be more readily resolved upon consideration of the full 
record after hearing the second phase of the proceedings in docket 
No. G-2063 for which we make provision in our order herein. Accord- 
ingly our order will authorize construction by Northern of only 
proposed first-year mainline facilities. 

In connection with the present phase of docket No. G-2063, we 
are aware of the fact that many of the intervenors in docket No. G-2063 
supported or did not oppose the dividing of the hearing into two parts 
on the basis of assurances by officials of Northern in this record that 
the construction of facilities before hearing the second phase of the 
case would not prejudice the rights of any intervenor requesting a 
supply of natural gas. We affirm that assurance. We will further 
condition the certificate to be issued to Northern to prohibit use or 
operation by Northern of such first year facilities constructed until 
authorized by further order of the Commission dealing with the 
second phase of the proceeding in docket No. G-2063. 
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Northern’s method of financing the proposed mainline facilities— 
the costs of which are estimated at $33,273,000 in the first year and 
$22,643,000 in the second year—appears to be adequate. Initially, 
Northern will make temporary bank loans, and thereafter it will issue 
debentures and common stock. This method of financing has been 
used by Northern in financing past constructions and the plan pro- 
posed appears to be adequate. 

Northern estimates that its cost of service, including a 614 percent 
rate of return, will be $98,557,060 for the first year of operation and 
$107,764,970 for the second year. On this basis, Northern claims 
that there will be a deficiency in revenues, on the basis of rates now 
being collected under bond, of approximately $13,435,760 in the first 
year and $15,023,670 in the second year of operations. We are here 
only authorizing construction of the first-year facilities. Operation 
and use of such facilities will be dealt with in our order disposing of 
the second phase of the proceeding in docket No. G-2063. 


Et Paso Naturat Gas Co.—Docker No. G-2134 


E] Paso will construct and operate facilities on its existing system, as 
heretofore described, to enable it to receive up to 300,000 M. c. f. of 
natural gas per day from Permian at or near Wasson, Tex., and to 
deliver equivalent volumes of gas to Northern for Permian’s account 
at Dumas, Tex. 

The facilities as designed appear to be adequate to enable El Paso to 
deliver such quantities of gas, and the estimates of cost totaling $2,900,- 
000 appear to be reasonable. It further appears from the record that 
El Paso has available to it a sufficient supply of gas to enable it to 
make the proposed deliveries to Northern at Dumas, such supply being 
derived from sources already attached to E] Paso’s existing trans- 
mission system. El] Paso proposes to finance construction of the 
necessary facilities from funds on hand. 

El Paso proposes to assess Permian a flat rate of 2 cents per M. c. f. 
for the service to be rendered—that is, the delivery to Northern at 
Dumas, Tex., of volumes of gas equivalent to those delivered to it by 
Permian at or near Wasson, Tex. It appears from the record that 
the 2-cent charge is not unreasonable, since 2 cents per M. c. f. is less 
than the cost of Permian should Permian construct and operate its 
own facilities to transport equivalent volumes of gas from Wasson 
to Dumas. Likewise, the 2-cent figure appears to adequately compen- 
sate E] Paso for the service proposed to be rendered. Our order issued 
herein will be conditioned to require that El Paso file an appropriate 
gas tariff under section 154.52 of the Commission’s regulations 60 days 
prior to the commencement of deliveries to Northern. Our order will 
further provide that El Paso shall not deliver to Northern volumes in 
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excess of 300,000 M. c. f. per day unless authorized by further order of 
the Commission. 

Upon consideration of the applications filed herein, as amended and 
supplemented, the evidence of record in these consolidated proceed- 
ings, the briefs and proposed findings of fact and conclusions of law 
submitted by the parties to these consolidated proceedings, the Com- 
mission further finds: 

(1) Permian Basin Pipeline Co. (Permian), a Delaware corpora- 
tion having its principal place of business at Omaha, Nebr., upon 
completion of construction and commencement of operation of the 
facilities proposed in its application as supplemented and amended in 
docket No. G-1928, will be engaged in the transportation and sale for 
resale in interstate commerce of natural gas, subject to the jurisdiction 
of the Commission, and will be, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act. 

(2) The facilities proposed to be constructed and operated by Per- 
mian will be used in the transportation and sale for resale of natural 
gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion, and the construction and operation thereof by Permian are subject 
to the requirements of subsections (c) and (e) of section 7 of the 
Natural Gas Act. 

(3) Permian is able and willing properly to do the acts and to per- 
form the service proposed, and to conform to the provisions of the 
Natural Gas Act and the requirements, rules, and regulations of the 
Commission thereunder. 

(4) The construction and operation by Permian of the proposed 
facilities are required by the public convenience and necessity, and a 
certificate therefor should be issued to Permian as hereinafter ordered 
and conditioned. 

(5) It is appropriate to carry out the provisions of the Natural Gas 
Act that the certificate hereinafter issued to Permian be conditioned 
to require that Permian, within 60 days from the date of issuance of 
the certificate herein, file a definite plan of financing satisfactory to 
the Commission, and which shall be in accordance with our views as 
expressed in our accompanying opinion, with definite commitments 
and undertakings to meet the cost of construction of the proposed 
facilities. 

(6) It is appropriate to carry out the provisions of the Natural 
Gas Act that a certificate hereinafter issued to Permian be conditioned 
to require that Permian, at least 60 days prior to inception of the 
service hereinafter authorized, file an appropriate gas tariff, satis- 
factory to the Commission, including a rate schedule providing for 
a rate based upon a cost of service formula in which the rate of return 
shall not exceed 6 percent, and in which provision is made for ex- 
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cluding any costs pertaining to gas paid for but not taken from its 
gas suppliers. 

(7) It is appropriate to carry out the provisions of the Natural 
Gas Act that the certificate of public convenience and necessity herein- 
after issued to Permian be conditioned so that Permian’s transporta- 
tion and sales of gas shall not exceed 300,000 M. c. f. per day, unless 
and until authorized by order of the Commission. 

(8) Public convenience and necessity require and it is reasonable 
that the certificate of public convenience and necessity issued herein 
be conditioned to require Permian to report to the Commission in 
writing, under oath, the commencement date of the construction of 
the facilities herein authorized, and the completion date of the con- 
struction of the facilities together with the date of commencement 
of operations. 

(9) Public convenience and necessity require and it is reasonable 
that the certificate issued herein be conditioned to require Permian to 
submit within 30 days after the completion of construction, a state- 
ment of actual costs of construction in the same form as the estimated 
costs which were submitted during the proceedings. 

(10) Northern, a Delaware corporation having its principal place 
of business at Omaha, Nebr., owns and operates, among other facili- 
ties, a natural-gas transmission pipeline system located in the States 
of Texas, Oklahoma, Kansas, Nebraska, Iowa, Minnesota, and South 
Dakota, and by such operations is engaged in the transportation and 
sale for resale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and is, therefore, a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its order of April 6, 1943, Jn the Matter 
of Northern Natural Gas Co., docket No. G-280, 3 F. P. C. 967, and its 
order of January 18, 1950, Jn the Matter of Northern Natural Gas Co., 
docket No. G-1183, 9 F. P. C. 401. 

(11) The main-line facilities heretofore described and proposed 
to be constructed by Northern are proposed to be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, and their construction 
is subject to the requirements of subsections (c) and (e) of section 7 
of the Natural Gas Act. 

(12) Northern is able and willing properly to do the acts herein 
proposed, and to conform to the provisions of the Natural Gas Act 
and the requirements, rules, and regulations of the Commission 
thereunder. 

(13) The proposed construction by Northern of main-line facili- 
ties to enable it to transport up to 200,000 M. c. f. per day in the first 
year of operation is required by the public convenience and necessity 
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and a certificate therefor should be issued as hereinafter ordered and 
conditioned, and subject to such further terms and conditions as the 
Commission may find to be reasonable and required by the public 
convenience and necessity in any order issued subsequent to further 
hearings in docket No. G-2063. 

(14) It is appropriate in the public interest that further hearing, 
upon a date to be hereafter fixed by the Commission, be had with 
respect to all remaining matters and issues in docket No. G—2063, in- 
cluding, but not limited to, construction and operation by Northern 
of all main-line facilities for which authorization to construct is not 
hereinafter granted as well as the operation of the facilities con- 
structed pursuant to authorization granted by our order herein. 

(15) Public convenience and necessity require and it is reasonable 
that the certificate of public convenience and necessity issued herein 
be conditioned to require Northern to report to the Commission in 
writing, under oath, the commencement date of the construction of 
facilities herein authorized, and the completion date of the construc- 
tion of the facilities. 

(16) Public convenience and necessity require and it is reasonable 
that the certificate issued herein be conditioned to require Northern 
to submit within 30 days after the completion of constraction, a state- 
ment of actual costs of construction in the same form as the estimated 
costs which were submitted during the proceedings. 

(17) El Paso, a Delaware corporation having its principal place 
of business at E] Paso, Tex., owns and operates, among other facili- 
ties, a naturai-gas transmission pipeline system located in the States 
of Texas, New Mexico, and Arizona, and by such operations is engaged 
in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdiction 
of the Commission, and is a “natural-gas company” within the mean- 
ing of the Natural Gas Act. 

(18) The facilities heretofore described and proposed to be used in 
the transportation of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, and the construction and operation 
thereof, and the transportation of natural gas as proposed by El Paso, 
are subject to the requirements of subsections (c) and (e) of section 
7 of the Natural Gas Act. 

(19) El Paso is able and willing properly to do the acts and to per- 
form the service proposed and to conform to the provisions of the 
Natural Gas Act and the requirements, rules, and regulations of the 
Commission thereunder. 

(20) The construction and operation of the proposed facilities by 
E] Paso are required by the public convenience and necessity and a 
certificate therefor should be issued as hereinafter ordered and con- 
ditioned ; provided, however, that El Paso shall be authorized to trans- 
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port and deliver to Northern at Dumas, Tex., daily volumes of gas 
which shall not exceed 300,000 M. c. f. per day unless otherwise pro- 
vided by further order of the Commission. 

(21) Public convenience and necessity require and it is reasonable 
that the certificate hereinafter issued to El Paso be conditioned to 
require that, at least 60 days prior to inception of the service pro- 
posed to be rendered Permian by El Paso, El Paso shall file, pursuant 
to the requirements of section 154.52 of the Commission’s regulations 
under the Natural Gas Act, an appropriate gas tariff satisfactory to 
the Commission and in conformity with our findings herein. 

(22) Public convenience and necessity require and it is reasonable 
that the certificate of public convenience and necessity issued herein 
be conditioned to require El Paso to report to the Commission in 
writing, under oath, the commencement date of the construction of 
the facilities herein authorized, and the completion date of the con- 
struction of the facilities together with the date of commencement 
of operations. 

(23) Public convenience and necessity require and it is reasonable 
that the certificate issued herein be conditioned to require El] Paso 
to submit within 30 days after the completion of construction, a state- 
ment of actual costs of construction in the same form as the estimated 
costs which were submitted during the proceedings. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the 
same hereby is issued authorizing Permian to construct and operate 
the facilities hereinbefore described, all as more fully described in the 
application, as amended and supplemented, in docket No. G—1928 for 
the transportation and sale of natural gas as therein set forth, subject 
to the jurisdiction of the Commission, upon the terms and conditions 
of this order. 

(B) The following condition be and the same hereby is attached 
to the issuance of the certificate issued in paragraph (A) hereof: 
The certificate shall be void and of no effect unless accepted in writ- 
ing by Permian within 30 days from the date of issuance of this order. 

(C) The following conditions be and the same hereby are attached 
to the exercise of rights granted by the certificate issued in paragraph 
(A) hereof: 

(1) The facilities herein authorized to be constructed shall be com- 
pleted and the operation and service herein authorized shall be actually 
undertaken and regularly performed by Permian within 9 months 
from the date of issuance of this order. 

(2) Permian shall file with the Commisison, in writing and under 
oath, an original and four conformed copies of the following: (a) 
within 10 days after the bona fide beginning of construction, notice 
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of the date of such beginning; (b) each 3 months after the date of 
issuance of this order, a progress report showing the exact status of 
the construction authorized herein; (c) within 10 days after comple- 
tion of construction of the facilities herein authorized to be con- 
structed, notice of the date of such completion; and (d) within 6 
months after construction of the facilities herein authorized has been 
completed, a statement showing the actual cost of constructing such 
facilities and showing separately the actual cost of labor, materials, 
rights-of-way, damages, surveys, engineering, inspection, overhead, 
interest during construction, contingencies, and all other items of cost, 
together with a statement showing and explaining the cause for any 
difference between actual cost and estimates of cost relied on by 
Permian in this proceeding. 

(3) Permian shall not transport nor sell volumes of gas in excess 
of 300,000 M. c. f. per day, unless authorized by further order of the 
Commission. 

(4) Permian shall file, at least 60 days prior to inception of the 
service herein authorized, an appropriate gas tariff satisfactory to the 
Commission and in conformity with our findings herein, including a 
rate schedule providing for a rate based upon a cost of service formula 
in which the rate of return shall not exceed 6 percent, and which shall 
make provision for excluding from cost of service all costs of gas 
paid for but not taken. 

(5) Permian shall file, within 60 days from the date of issuance 
of this order, a definite plan of financing in accordance with our views 
as expressed in our accompanying opinion and satisfactory to the 
Commission with definite commitments and undertakings to assure 
all cash requirements to meet the costs of construction of the proposed 
facilities. 

(D) A certificate of public convenience and necessity be and the 
same hereby is issued authorizing Northern to construct, only, those 
facilities hereinbefore described as main-line facilities proposed to be 
constructed during the first year, all as more fully described in the 
application, as supplemented and amended, in docket No. G-2063, 
subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order. 

(E) The following conditions be and the same hereby are attached 
to the issuance of the certificate issued in paragraph (D) hereof: 

(1) The certificate herein issued shall be void and of no effect unless 
accepted in writing by Northern within 30 days from the date of 
issuance of this order. 

(F) The following conditions be and the same hereby are attached 
to the exercise of rights granted by the certificate issued in paragraph 
(1) hereof: 
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(1) The facilities herein authorized to be constructed shall be com- 
pleted within 9 months from the date of issuance of this order. 

(2) Northern shall file with the Commission, in writing and under 
oath, an original and four conformed copies of the following: (a) 
within 10 days after the bona fide beginning of construction, notice of 
the date of such beginning; (b) each 3 months after the date of issu- 
ance of this order, a progress report showing the exact status of the 
construction authorized herein; (c) within 10 days after completion of 
construction of the facilities herein authorized to be constructed, notice 
of the date of such completion; and (d) within 6 months after con- 
struction of the facilities herein authorized has been completed, a 
statement showing the actual cost of constructing such facilities and 
showing separately the actual cost of labor, materials, rights-of-way, 
damages, surveys, engineering, inspection, overhead, interest during 
construction, contingencies, and all other items of cost, together with 
a statement showing and explaining the cause for any difference 
between actual cost and estimates of cost relied on by Northern in this 
proceeding. 

(3) Northern shall not operate any of the facilities herein author- 
ized to be constructed until and unless authorized so to:'do by further 
order of the Commission. 

(G) A certificate of public convenience and necessity be and the 
same hereby is issued authorizing E] Paso to construct and operate the 
facilities hereinbefore described, all as more fully described in the 
application in docket No. G-2134, for the transportation of gas as 
therein set forth, subject to the jurisdiction of the Commission, upon 
the terms and conditions of this order. 

(H) The following condition be and the same hereby is attached 
to the issuance of the certificate issued in paragraph (G) hereof: 

The certificate shall be void and of no effect unless accepted in writ- 
ing by El Paso within 30 days from the date of issuance of this order. 

(1) The following conditions be and the same hereby are attached to 
the exercise of rights granted by the certificate issued in paragraph 
(G) hereof : 

(1) The facilities herein authorized to be constructed shall be com- 
pleted and the operation and service herein authorized shall be actually 
undertaken and regularly performed by El] Paso within 9 months 
from the date of issuance of this order. 

(2) El Paso shall file with the Commission, in writing and under 
oath, an original and four conformed copies of the following: (a) 
within 10 days after the bona fide beginning of construction, notice 
of the date of such beginning; (b) each 3 months after the date of 
issuance of this order, a progress report showing the exact status of 
the construction authorized herein; (c) within 10 days after comple- 
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tion of construction of the facilities herein authorized to be con- 
structed, notice of the date of such completion; and (d) within 6 
months after construction of the facilities herein authorized has been 
completed, a statement showing the actual cost of constructing such 
facilities and showing separately the actual cost of labor, materials, 
rights-of-way, damages, surveys, engineering, inspection, overhead, 
interest during construction, contingencies, and all other items of cost, 
together with a statement showing and explaining the cause for any 
difference between actual cost and estimates of relied on by El Paso in 
this proceeding. 

(3) El Paso shall not transport nor deliver to Northern volumes 
of gas in excess of 300,000 M. c. f. per day, unless authorized by further 
order of the Commission. 

(4) At least 60 days prior to the inception of the service herein 
authorized El Paso shall file, pursuant to the requirements of section 
154.52 of the Commission’s regulations under the Natural Gas Act, an 
appropriate gas tariff satisfactory to the Commission to reflect the 
transportation charge for the transportation of natural gas as pro- 
vided in its contract with Permian. 

(J) The certificates issued herein are not transferable and shall 
be effective only so long as the respective companies continue such 
operations as are hereby authorized in accordance with the provisions 
of the Natural Gas Act, this order, and any pertinent rules, regula- 
tions or orders heretofore or hereafter issued by the Commission. 

(K) These certificates are issued without prejudice to the authority 
of the Commission with respect to rates, service, accounts, valuation, 
estimates, or determinations of cost, or any matter whatsoever which 
may come before this Commission, and nothing in this order shall be 
construed as an approval by this Commission of any estimate or de- 
termination of cost, or of any valuation of property claimed or as- 
serted in these consolidated proceedings. 

(L) The certificate hereby issued in docket No. G—2063 shall be 
subject to such further conditions as the Commission may find reason- 
ably to be required by the public convenience and necessity after the 
further hearing provided for in paragraph (M) hereof. 

(M) Further hearings be held in the proceeding in docket No. G- 
2063 at a time and place to be fixed by further order of the Commission, 
with respect to all remaining matters and issues in docket No. G-2063. 


Order denying rehearing 
June 10, 1953 


On May 11, 1953, National Coal Association, United Mine Workers 
of America, Fuels Research Council, Inc., and Chesapeake and Ohio 
Railway Co. (hereinafter designated as petitioners) filed an applica- 
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tion seeking rehearing of the Commission’s opinion No. 249 and ac- 
companying order, issued on May 1, 1953, 12 F. P. C. 85, and petition- 
ing the Commission to “rescind, vacate and set aside” said opinion and 
accompanying order. 

In support of their application, petitioners urge that they were not 
afforded an opportunity to be heard in opposition to the applications; 
that the Commission lacked authority under the Natural Gas Act to 
issue a certificate authorizing construction only of certain facilities in 
docket No. G-2063; that the Commission in its opinion discriminated 
as between intervenors supporting the application in docket No. G- 
2063 and intervenors opposing it; that the Commission erred in issu- 
ing certificates in the above-entitled matters “prior to the time of hear- 
ing Northern’s witnesses in support of the actual necessities of North- 
ern’s customers ;” that the Commission did not give adequate consider- 
ation to the testimony and documentary evidence, and thereby denied 
the parties “their right to a full and complete hearing before the entry 
of a final order;” and that the Commission erred in omitting the in- 
termediate decision procedure. 

We have fully considered these issues, as set forth in greater de- 
tail in petitioners’ application for rehearing, and have further re- 
viewed the record. Petitioners have raised no issue not heretofore 
considered and determined by our decision in these matters or which 
being now reconsidered warrant a change or modification of our prior 
opinion and order herein. Nevertheless, to make our position abun- 
dantly clear, we shall discuss in some detail the issues raised by the 
application for rehearing. 

Petitioners urge, first, that they were denied, in the hearings which 
have just concluded, their opportunity to be heard. Thus, it is said 
that our order issuing certificates of public convenience and necessity 
was issued “before the parties opposing the application had been af- 
forded an opportunity to be heard;” and that our order could not 
properly be entered until all contesting and opposing parties had been 
“permitted to be heard” and we had made “proper findings and de- 
terminations with respect to all matters in controversy.” 

In dealing with this contention, we deem it important at the outset 
to point out that nothing in the record in these consolidated proceed- 
ings lends color to the theory that petitioners were denied a full hear- 
ing. On the contrary, even the most cursory reading of the record 
clearly shows that counsel for petitioners was afforded full oppor- 
tunity to be heard, to conduct cross-examination of witnesses, to make 
objections, and in all other respects to be heard and participate fully 
in every aspect of the public hearing. Petitioners did not choose to 
present testimony in opposition to the granting of the certificate in 
docket No. G-2063. But this voluntary course of action provides no 
basis for the assertion that petitioners were not fully heard. On 
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the contrary, it clearly appears that petitioners were put on notice as 
early as the first day of the hearing that the hearing in these consoli- 
dated matters would be heard in two phases. At that time the presid- 
ing examiner issued his ruling separating the issues in the applications 
in docket Nos. G-1928, G-2063, and G-2134 into two parts—the first 
phase to be concerned with all the issues in docket Nos. G-1928, 
G-2134, and such issues in docket No. G-2063 as related to construc- 
tion, only, of main-line facilities; and the second phase, with respect 
to which hearings were to commence only after issuance, if so deter- 
mined by us, of certificates applicable to the first phase, to encompass 
all issues in docket No. G-2063 not heard and determined as a part of 
the first phase hearings. This ruling was not appealed by petitioners, 
nor, when upon appeal from such ruling by another party, the Com- 
mission sustained the presiding examiner’s ruling, did petitioners 
urge a reversal or reconsideration of that action. Notwithstanding 
these circumstances, Petitioners did not present testimony or evidence 
in opposition to the granting of certificates in the consolidated pro- 
ceedings, nor did they offer so to do. The record does not show any 
instance where Petitioners were denied opportunity to be fully heard. 

Nor do we find merit in the theory that our issuance of certificates 
was in error as a matter of law because such action by us in effect, as 
petitioners claim, “modifies or amends the clear provisions of section 
7 (c) of the Natural Gas Act.” Our opinion sets forth in detail the 
reasoning and the facts upon which we based our order issuing cer- 
tificates of public convenience and necessity. We re-affirm our find- 
ing, that the evidence of record in docket Nos. G—-1928, G-2063, and 
G-2134 fully supports our conclusion that the issuance of certificates 
to the respective applicants in each docket was required by the public 
convenience and necessity. 

Petitioners also urge that “all matters in controversy” must be de- 
cided before a final order can issue with respect to any part of an appli- 
cation for a certificate. At the heart of this contention is petitioners’ 
theory that, because only a single market witness testified in docket 
No. G-2063, the hearing was incomplete and not susceptible of a final 
determination of any of the issues. The record demonstrates the 
fallacy of such argument. The market testimony in docket No. G-2063 
established that the total overall demands and requirements in the 
markets proposed to be served, were in excess of the volumes of natural 
gas to be made available by the new facilities. The specific require- 
ments of each purchaser from Northern may ultimately vary from 
that shown by the evidence but our conclusion and finding respecting 
the total or overall demands of such markets is amply supported by 
the evidence of record. Petitioners were given every opportunity to 
conduct cross-examination. Upon the basis of the testimony that 
was adduced, petitioners could, had they so elected, have put in testi- 
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mony in opposition to the granting of any certificates. They did not 
choose to doso. In these circumstances, it is clear that petitioners have 
not been denied any rights to which under the law they are entitled. 

Petitioners allege that we “drew a line” and made a distinction be- 
tween intervenors requesting a supply of natural gas and intervenors 
opposing the applications. This contention is apparently premised 
on a statement appearing at p. 97 of our opinion, where, in dealing 
with the interests of various intervenors seeking a supply of natural 
gas from Northern Natural Gas Co., we stated that we “affirmed” the 
assurance by officials of Northern that the construction of facilities 
before hearing the second phase of the application in docket No. G- 
2063 would not prejudice the rights of any intervenor “requesting a 
supply of natural gas.” Petitioners take this to mean that we con- 
sider the opponents as being on a different level from the supporters 
of the project. In this they are in error. We have already pointed 
out that they were afforded a full hearing in the first phase of docket 
No. G-2063. To that, lest there should be any doubt, we add our assur- 
ance that in the second phase of docket No. G-2063 petitioners will be 
afforded full opportunity for hearing, as will all other parties to the 
proceeding. 

Petitioners further assert that we failed to give adequate considera- 
tion to the testimony and the documentary evidence before rendering 
our decision. Petitioners appear to assume that it would have been 
impossible for us to have become familiar with the record or the issues 
because our order omitting the intermediate decision procedure was 
not issued until April 30, 1953, and our opinion and accompanying 
order granting certificates were issued the next day, May 1, 1953. 
This assumption rests on a misconception—that the Commission as a 
body is necessarily unfamiliar with the facts and issues in a proceeding 
until such time as the record is certified to it by the presiding examiner. 
This is not so. Our opinion and accompanying order in this matter 
were adopted only after careful and full consideration of the issues 
involved. Our reexamination of the entire record has not disclosed 
any fact or consideration which would require or justify a change or 
modification of our opinion and order, issued May 1, 1953. 

Petitioners urge that our order omitting the intermediate decision 
procedure was in error. That order recites in detail the facts and 
findings upon which we based our decision to omit. We reaffirm it. 

Our action in entertaining the application of petitioners herein and 
our order herein are not to be construed as admission or recognition 
that petitioners, or any of them, are “parties aggrieved” within the 
meaning of section 19 of the Natural Gas Act. 

The Commission finds : 

(1) Petitioners’ application for rehearing presents no facts or prin- 
ciples of law not heretofore considered, or which now having been 
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considered, warrant rehearing or modification of the Commission’s 
findings, opinion, and order issued herein on May 1, 1953, 12 
F. P. C. 85. 

(2) It is necessary and appropriate in carrying out the provisions 
of the Natural Gas Act that petitioners’ application for rehearing be 
denied. 

The Commission orders : 

The application for rehearing filed by petitioners on May 11, 1953, 
be and the same hereby is denied. 

Chairman Kuykendall not participating. 


In THE MATTER OF 
MISSISSIPPI RIVER FUEL CORPORATION 
Application for Certificate of Public Convenience and Necessity 
Docket No. G-1995 
May 11, 1953* 
Syllabus 


1. The use of natural gas as boiler fuel is an inferior usage and should be per- 


mitted only on a positive showing that it is required by public convenience 
and necessity. P. 112. 


2. Public convenience and necessity under the Natural Gas Act does not require 


authorization of a sale by Mississippi of natural gas for use as boiler fuel 
for the following reasons: 


(a) the savings to the buyer and the advantage to its customers will 
be very slight; 


(b) the buyer’s plant can be successfully operated without natural 
gas; and 


(c) Mississippi cannot meet the demands of its customers for generally 
superior uses. P. 113. 


3. The need for standby natural gas facilities in industrial plants does not sup- 
port an application for sustained sales of large volumes of gas when no 
crisis is present. P. 112. 
4. Commission denies application of Mississippi for a certificate of public con- 
venience and necessity under the Natural Gas Act. P. 114 
James L. White, A. W. Manley and Charles E. McGee for 
Mississippi River Fuel Corporation. 


Harry L. Albrecht for the staff of the Federal Power Commission. 
By THE Comission : 


OPINION 


This is a proceeding on an application, pursuant to section 7 of the 
Natural Gas Act, by Mississippi River Fuel Corp. (Mississippi) for 


*Designated Commission opinion No. 250. On rehearing Commission issues certificate of 
Public convenience and necessity because of evidence adduced at the rehearing, infra, p. 114. 
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authority to construct and operate a pipe line for the purpose of 
transporting and selling natural gas on an interruptible basis, and 
in volumes estimated at 4,650,000 M. c. f. annually, to Union Electric 
Co. of Missouri (Union Electric) for use in firing steam-electric 
boilers in its new Meramec plant. 

Mississippi’s application was filed July 9, 1952, and amended Aug- 
ust 1, 1952. A joint petition to intervene was filed by the National 
Coal Association, the United Mine Workers of America and the Fuels 
Research Council, Inc. on August 6, 1952, and granted by order issued 
August 20, 1952. By order issued August 29, 1952, we denied 
Mississippi’s request for shortened procedure and set the matter for 
hearing commencing September 22, 1952. The hearing was com- 
menced as scheduled and completed the following day. By order 
issued October 6, 1952, we denied Mississippi’s motion to omit the 
intermediate decision procedure. All parties filed briefs for the con- 
sideration of the presiding examiner, joint intervenors and Commis- 
sion staff counsel opposing the application. In his decision and order 
issued February 9, 1953, the presiding examiner granted the applica- 
tion, subject to several conditions and limitations, including one 
limiting operation of the facilities in question to a period of 2 years 
unless further extended by order of the Commission. All parties 
filed exceptions and we heard oral argument thereon on April 17, 1953. 

Upon consideration of the entire record in this proceeding, includ- 
ing the several exceptions and the oral argument, we have concluded 
that the application should be denied, and, accordingly, the decision of 
the presiding examiner must be reversed. 

There is no jurisdictional controversy in this proceeding. Missis- 
sippi proposes to construct a 1034-inch pipeline, approximately 1.6 
miles in length, extending from its main line No. 1 at a point in Jeffer- 
son County, Mo., in an easterly direction across the Meramec River to 
a point near Union Electric’s Meramec power plant near Kendall, St. 
Louis County, Mo. 

Average daily delivery from the proposed lateral is estimated at 
35,000 M. c. f., with a maximum peak hourly demand of 1,800 M. c. f., 
although maximum delivery capacity at existing operating pressures 
would be about 75,000 M. c. f. a day. The total overall capital cost 
of the proposed facilities is estimated at $132,690. Construction of the 
facilities would take about a month. 

Union Electric Co. of Missouri and its wholly-owned subsidiary, 
Union Electric Power Co. of Illinois, have purchased natural gas from 
Mississippi for use as boiler fuel in various steam-electric plants for 
a number of years. Union Electric serves an area of approximately 
4,000 square miles in Missouri, Illinois, and Iowa, including the city of 
St. Louis and environs. Its sales of electric energy in 1953 are esti- 
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mated at 6,124,000,000 kilowatt-hours. Union Electric owns and op- 
erates 2 hydroelectric generating plants and 6 steam-electric generat- 
ing plants. The Meramec plant will be the seventh. 

All of the natural gas used by Union Electric as boiler fuel is pur- 
chased on an interruptible basis from Mississippi. Such gas pur- 
chases by Union Electric have ranged from 6,890,000 M. c. f. in 
1948 to 15,203,000 M. c. f. in 1950. The gas sold to Union Electric rep- 
resents from about 8 to 13 percent of Mississippi’s total gas sales and 
company-use requirements during the last 5 years. 

According to the application, Union Electric’s Meramec plant, now 
being completed, would use an estimated volume of 4,650,000 M. c. f. 
of gas annually with two generating units in operation. The plant will 
be used as a base-load plant, and provisions have been made for the 
installation of two or more units later on. The lateral proposed by 
Mississippi would have a capacity sufficient to serve two more units in 
addition to those now being installed. 

Coal will be the basic fuel at the Meramec plant, and natural gas 
would not be used alone at any time. The plant is located and con- 
structed to receive coal shipped by barge, and barges and loading 
facilities have been purchased and constructed. Coal may also be 
received by rail. The plant will have a coal storage capacity of at least 
1,000,000 tons, which would be enough to operate the first two units 
for 400 days. Coal for the plant will principally come from western 
Kentucky where Union Electric owns a mine now in operation and 
other coal acreage, as yet undeveloped. 

The price of gas that would be purchased from Mississippi by Union 
Electric for use at the Meramec plant would be 1914 cents per M. c. f. 
on a straight commodity basis. The price of coal of equivalent heat 
value is 21 cents. However, the record here shows that natural gas 
in this instance would be less efficient than coal as a fuel so that the 
resulting savings to Union Electric would be about half a cent per 
M. c. f., or approximately $23,250, if 4,650,000 M. c. f. of gas a year 
were used. Economy of operations is an important consideration in 
determining whether public convenience and necessity require authori- 
zation of a sale such as this. The savings to Union Electric would be 
very small, and the advantage to its customers, at best, correspondingly 
slight. By way of contrast, the prospective economy in operations, 
on a unit of natural gas basis, have usually been several times larger 
in analogous proposals. Thus, in docket No. G-2067, /n the Matter 
of Texas Gas Transmission Corp., examiner’s decision issued April 
1, 1953, 12 F. P. C. 658, the estimated savings to the prospective pur- 
chaser was approximately 25 times larger than that estimated here. 

Nor has Mississippi demonstrated that natural gas is necessary to 
Union Electric’s operation of the Meramec plant. The plant is situ- 
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ated close to several coal producing areas. It is designed to receive 
coal primarily by barge and can also be supplied by rail. Its storage 
facilities will be able to store over a year’s supply of coal. The record 
in this case clearly indicates that the Meramec plant can be successfully 
operated without natural gas. 

Mississippi has urged that a supply of gas should be available for 
the Meramec plant in the event of a coal strike or other crisis. But 
this argument does not support the need for sustained sales of large 
volumes of gas when no crisis is present. If the parties believe and it 
can be shown that standby natural-gas facilities are needed for the 
Meramec plant, precedent may be found /n the Matter of Northern 
Natural Gas Co.,4 F. P. C. 1099, where, after denial of an application 
for facilities to transport a quantity of gas for boiler fuel usage much 
smaller than that involved here, authorization was granted to use such 
facilities for deliveries of natural gas solely for operation of pilot 
burners, ignition purposes and as emergency standby. 

We have repeatedly held that the use of natural gas as boiler fuel 
is an inferior usage and that, while it is not to be denied in all situa- 
tions, it should be permitted only on a positive showing that it is 
required by public convenience and necessity. Here, Laclede Gas 
Light Co. (Laclede), which serves the city of St. Louis and environs 
and is Mississippi’s largest customer, is unable to meet much of the 
demands of its customers for usages which are generally superior to 
that here proposed. Mississippi presently cannot supply these unsatis- 
fied demands because of capacity limitations. Both Mississippi and 
Laclede are making efforts to develop storage facilities in the St. Louis 
area, but the status of these plans is not now determinable from the 
information in the record. 

There is also a problem respecting the adequacy of Mississippi’s 
gas reserves, particularly if means are found to satisfy more of the 
present demands of Laclede’s customers and if the demands for gas 
from Mississippi continue to grow. The record shows that Missis- 
sippi’s total sales and company-use requirements have grown from 
nearly 70,000,000 M. c. f. in 1948 to over 154,000,000 M. c. f. in 1952. 
By way of contrast, Mississippi recently estimated, in proceedings 
at docket Nos. G-1281, et al., that its annual input requirements would 
remain constant at 130,000,000 M. c. f. from the year 1955 through 
1971. 

We stated in our findings and order issued September 2, 1952, in 
the G-1281 proceedings, 11 F. P. C. 1219, that this estimate was “prob- 
ably low.” Mississippi there assumed that, after 1953, it would no 
longer make any sales to Union Electric. Mississippi now believes 
that it will continue to serve Union Electric so it has raised its annual 
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requirements estimates for the years after 1952 by 16,000,000 M. c. f. to 
reflect continued sales to Union Electric, including the sale to the 
Meramec plant proposed in this proceeding. Mississippi contends 
that its reserves are sufficient to sustain sales at this level. We need 
not pass on this contention. It is sufficient, in view of all the facts 
of this case, to note that Mississippi’s requirements are probably 
underestimated. 

It is true that the proposed sale would be financially advantageous 
to Mississippi. And Union Electric would realize a slight saving 
in cost of fuel. Also, sales to the Meramec plant would serve to raise 
the load factor on Mississippi’s pipelines. However, with a present 
load factor of approximately 85 percent, Mississippi is in no danger 
of having to pay for gas which it cannot use under its take-or-pay-for 
gas purchase contracts. 

But the few immediate advantages are more than counterbalanced 
by the disadvantages discussed above. In short, taking into consid- 
eration all the elements present in this proceeding, it is clear that 
Mississippi has failed to demonstrate that present or future public 
convenience and necessity require construction and operation of the 
facilities for which authority is herein requested. Indeed, the record 
shows that permitting operation of the facilities as proposed might 
result in harming the interests, now or in the future, of Mississippi 
and its present or future customers. 

Upon consideration of the evidence, the briefs filed, the examiner’s 
decision, the exceptions thereto, the oral arguments, and the entire 
record, we further find: 

(1) Mississippi River Fuel Corp. (Mississippi), a Delaware corpo- 
ration having its principal place of business at St. Louis, Mo., owns 
and operates a natural-gas transmission pipeline system located in 
the States of Texas, Louisiana, Arkansas, Missouri, and Illinois. By 
such operations Mississippi is engaged in the transportation and 
sale of natural gas in interstate commerce for resale for ultimate 
public consumption, subject to the jurisdiction of the Commission and 
is, therefore, a “natural-gas company” within the meaning of the 
Natural Gas Act as heretofore found by the Commission in its order 
of March 1, 1944, in docket No. G-291, 4 F. P. C. 535. 

(2) The facilities which Mississippi proposes to construct, as 
described in its application herein, are intended to be used and operated 
for the transportation of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, and the construction and opera- 
tion thereof are subject to the requirements of subsections (c) and (e) 
of section 7 of the Natural Gas Act. 
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(3) Mississippi has not demonstrated on this record that the con- 
struction and operation of the facilities proposed herein are required 
by public convenience and necessity. 

(4) The application of Mississippi herein should be denied. 

The Commission orders: 

(A) The decision of the presiding examiner issued herein on Feb- 
ruary 9, 1953, be and it hereby is reversed. 

(B) The application of Mississippi River Fuel Corp. herein be 
and the same hereby is denied. 


Order reversing order and issuing certificate of public convenience 
and necessity 


MISSISSIPPI RIVER FUEL CORP. 
Docket No. G-1995 
December 14, 1953 


By order accompanying opinion No. 250, issued May 11, 1953, 12 
F. P. C. 109, the decision of the presiding examiner in this matter was 
reversed and the application by Mississippi River Fuel Corp. (Mis- 
sissippi) was denied. Rehearing was granted Mississippi by an 
order issued July 9, 1953, which order limited the scope of the pro- 
ceeding on rehearing to “matters arising since the hearing, * * * as 
enumerated in applicant’s application for rehearing.” The principles 
enunciated in opinion No. 250 are not under review. The sole inquiry 
is whether the evidence adduced on rehearing requires us to conclude 
that public convenience and necessity will be furthered by granting 
the proposed application. 

Mississippi’s application in this proceeding requests authority to 
construct and operate a pipeline for the purpose of transporting and 
selling natural gas on an interruptible basis, and in volumes estimated 
at 9,800,000 M. c. f. a year, to Union Electric Co. of Missouri (Union 
Electric) for use in firing boilers in its Meramec electric generating 
plant. Hearings on rehearing were held September 28, 30, and 
October 1, 1953. Briefs were filed by all parties. The intermediate 
decision procedure was omitted and oral argument held November 17, 
1953. 

The evidence presented on rehearing demonstrates the following 
facts: (1) direct industrial sales by Mississippi during the spring 
and summer of 1953 have declined sharply; (2) the decline in direct 
industrial sales in 1953 has been to a level substantially below that of 
such sales during the test year used in the proceeding in docket No. 
G-2153, which culminated in the settlement, findings and order con- 
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tained in opinion No. 253, issued June 3, 1953, setting rates for the 
future; (3) Mississippi’s system load factor may be expected to con- 
tinue to decline; (4) effective storage operations have not been com- 
menced by either Mississippi or its principal resale customer, Laclede 
Gas Co., there is no indication that such operations will be commenced 
in the near future, and in any event it seems clear that the interruptible 
sales here authorized would be subordinated under Mississippi’s tariff 
to the storage requirements of Laclede, at least to the extent of its 
contract demand; (5) low pressure and marginal gas will be the source 
of much of the industrial gas which is authorized to be sold herein. 

This case falls in a twilight zone insofar as public convenience and 
necessity is concerned. The utilization of large volumes of natural 
gas under boilers of an electric generating plant tends to dissipate 
natural gas reserves otherwise available for essential domestic and 
general service use, but other facts and circumstances of record out- 
weigh the adverse effect due to gas utilization. 

We reaffirm the principles announced in opinion No. 250, but find 
upon examination of the evidence adduced at the rehearing that the 
public convenience and necessity require that the application herein 
be granted. 

Wherefore, we further find: 

(1) Findings (3) and (4) and paragraphs (A) and (B) of the 
opinion and order, issued herein on May 11, 1953, should be reversed 
and held for naught. 

(2) Applicant is able and willing properly to do the acts and to per- 
form the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules, and regulations of the 
Commission thereunder. 

(3) The proposed transportation by applicant is required by the 
public convenience and necessity, and a certificate therefor should be 
issued as hereinafter ordered and conditioned. 

(4) Public convenience and necessity require that the general terms 
and conditions set forth in paragraphs (a) and (e) of section 157.20 
of the Commission’s rules and regulations, including the rules of prac- 
tice and procedure (18 C. F. R. 157.20), should attach to the certifi- 
cate hereinafter issued, and to the exercise of the rights granted 
thereunder. 

The Commission orders: 

(A) The findings in paragraphs (3) and (4) and the orders in para- 
graphs (A) and (B) of the opinion and order issued herein on May 
11, 1953, 12 F. P. C. 109, be and hereby are reversed and held for 
naught. 

(B) A certificate of public convenience and necessity be and the 
same is hereby issued authorizing applicant to transport natural gas 
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as hereinbefore described, all as more fully described in the applica- 
tion in this proceeding and the exhibits appended thereto, subject to 
the jurisdiction of the Commission, upon the terms and conditions of 
this order. 

(C) This certificate shall be accepted in writing, and under oath, 
by a responsible official of applicant, and the general terms and con- 
ditions set forth in paregraphs (1) and (5) of section 157.20 of the 
Commission’s rules and regulations, including the rules of practice 
and procedure, shall attach to the issuance of the certificate granted in 
paragraph (A) thereof and to the exercise of the rights granted 
thereunder. 

(D) The authorization granted by this certificate shall not be 
deemed to preclude this Commission from requiring Mississippi River 
Fuel Corp. to curtail the use of the facilities herein authorized if at 
some future time it is demonstrated to this Commission that public 
convenience and necessity so require. 


In THE MATTER OF 


GULF INTERSTATE GAS COMPANY 


Application for Certificate of Public Convenience and Necessity 


Docket No. G-2058 
May 20, 1953* 
Syllabus 


- Commission conditions certificate of public convenience and necessity under 
section 7 of the Natural Gas Act to require that a more specific and definite 
plan of financing be submitted with respect to the issuance of bonds and 
the proposed common and preferred stock issues. P. 120. 

. Evidence does not warrant more than a 3% percent per annum depreciation 
charge instead of the proposed 4-percent rate since the proposed rate 
makes no allowance for salvage and the life of the pipeline project will 
be longer than the company claims. P. 126. 

. Applicant must file a rate schedule which will provide a rate of return on a 
depreciated rate base not in excess of 6 percent. P. 126. 

. Any extraction of hydrocarbons which does not reflect in the cost of service 
the full value of any reduction in B. t. u. content is not in the public 
interest and therefore applicant must include such a provision in its gas 
tariff. P. 126. 

. Applicant in its cost-of-service rate formula to be reflected in its gas tariff 
must deduct federal income tax accruals from gross working capital re- 
quirements. P. 127. 


*Designated Commission opinion No. 251. 
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6. Commission issues certificate of public convenience and necessity under sec- 
tion 7 of the Natural Gas Act to Gulf Interstate authorizing the construc- 
tion and operation of facilities for the transportation of natural gas. 
P. 120. 

BucuanaNn, Chairman, and Dory, Commissioner, concurring. 
SmirH, Commissioner, concurring in the result only. 


Gene M. Woodfin for Gulf Interstate Gas Co. 
Norman E. Duke for the staff of the Federal Power Commission. 


By THE CoMMISSION : 


OPprINnIon 


This is a proceeding upon an application of Gulf Interstate Gas 
Co. (applicant) for a certificate of public convenience and necessity 
pursuant to section 7 of the Natural Gas Act, authorizing the construc- 
tion and operation of a natural-gas transmission pipeline system 
extending from gas producing areas in the gulf coast of Louisiana to 
a connection with the facilities of United Fuel Gas Co. (United Fuel 
Gas) in Boyd County, Ky., near the Kentucky-West Virginia State 
line. 

Pursuant to our order of January 27, 1953, public hearings upon 
the matters and issues involved were commenced on March 2, 1953, 
and concluded on March 11, 1953. The intermediate decision pro- 
cedure was omitted by our order of April 14, 1953, and we heard oral 
argument on April 22, 1953, respecting the matters and issues involved. 


PROPOSED FACILITIES 


Applicant proposes to construct and operate a single 30-inch gas 
transmission pipeline approximately 860 miles in length, extending 
from a point near Rayne, La., through the States of Louisiana, 
Mississippi, Tennessee, and Kentucky, to a connection in Boyd County, 
Ky., near Huntington, W. Va., with the facilities of United Fuel Gas 
at the latter’s Leach Sales meter station. A total of 40,000 horsepower 
in compressor facilities is proposed in five compressor stations along 
the route of applicant’s main line. Each station will be equipped with 
four 2,000 horsepower gas-driven units. 

In addition to the 860-mile main line and compressor facilities, 
applicant proposes to construct and operate various supply laterals 
and gathering lines connecting its system with gas-producing fields 
in southern Louisiana. Two main supply laterals are proposed, one 
of which will extend southwesterly for approximately 78 miles from 
applicant’s main line compressor station 10 to East Mud Lake Gas 
Field and will be known as the “East Mud Lake,” or “West” Lateral, 
and the other will extend southeasterly for approximately 114 miles 
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from applicant’s station 10 to Houma Junction and will be known as 
the “Houma,” or “East” Lateral. The East Mud Lake, or West 
Lateral is to be constructed with approximately 40 miles of 20-inch 
and 38 miles of 1234 inch pipe, and the Houma, or East Lateral is to 
have approximately 26 miles of 24-inch and 88 miles of 20-inch pipe. 
Two minor laterals are also proposed by applicant, one of which will 
be approximately 23 miles of 16-inch pipe, connecting the East Mud 
Lake Gas Field with the West Lateral, and the other, approximately 
14 miles of 12-inch pipe, connecting the Erath Gas Field with the East 
Lateral. 

At various other points along the main supply laterals, natural gas 
is to be delivered into applicant's system through approximately 84.5 
miles of gathering lines of various sizes to be constructed and operated 
by applicant, and connecting its system with producing facilities in 
the Bourg, Lake Sand, Avery Island, Cameron Meadows, Chalkley, 
Midland-Estherwood, Ellis, Florence, and Reddell Gas Fields. Addi- 
tionally, various gathering lines will be constructed and operated 
by various producers to connect applicant’s pipeline facilities with 
Killens Ferry, Lamar, Indian Lake, and Gum Cove Gas Fields. 


PROPOSED OPERATIONS 


Gulf Interstate proposes to engage solely in the transportation of 
natural gas for the account of United Fuel Gas Co., which will pur- 
chase and own all natural gas required for the proposed operations. 
All natural gas required by Gulf Interstate for compressor fuel, lost 
and unaccounted for quantities, and company use will be taken from 
the flowing stream, and United Fuel Gas will be paid, by appropriate 
credit, for all such volumes during each billing period, the weighted 
average M. c. f. cost of gas purchased by United Fuel Gas during such 
billing period. 

The record shows that the initial design delivery capacity of the 
proposed facilities will be approximately 375,000 M. c. f. of natural gas 
per day. By the addition of five additional compressor stations, and 
the installation of additional compressor units in the five stations here 
proposed, Gulf Interstate expects ultimately to increase daily delivery 
capacity to approximately 565,000 M. c. f. However, the proposal 
which is presented for consideration at this time is limited to those 
facilities required to transport a maximum of only 375,000 M. c. f. per 
day. 


FACILITIES REQUIRED BY UNITED FUEL GAS 


The record shows that United Fuel Gas, and other companies in 
the Columbia System, must provide facilities costing approximately 
$27,685,000 before the volumes of natural gas to be transported by 
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Gulf Interstate can be moved beyond the northern terminus of Gulf 
Interstate’s proposed pipeline. No application by United Fuel Gas 
or any other company in the Columbia System has been filed pursuant 
to section 7 of the Natural Gas Act, giving the details of the proposed 
construction, the necessity for various added facilities proposed or 
the volumes of gas to be provided by Gulf Interstate, which will be 
available to the various companies in the Columbia System, and new 
facilities which such companies must provide to move such volume to 
points of sale or distribution. The pipeline system proposed by Gulf 
Interstate is but a segment of the total undertaking required to 
transport the proposed volumes of natural gas from producing areas 
in Louisiana to areas of ultimate consumption and use. 


COSTS OF CONSTRUCTION 


The total estimated cost of the proposed facilities is $129,541,000, 
which includes $83,657,000 for main pipeline, $12,195,000 for lateral 
pipelines, $9,475,000 for compressor stations, $2,000,000 for gathering 
lines, metering stations, and other incidental costs. Cost estimates 
are based primarily upon comparative costs actually experienced by 
Trunkline Gas Supply Co. which recently completed construction of 
facilities in areas adjacent to the route of Gulf Interstate’s proposed 
pipeline, and which has entered into an agreement with Gulf Inter- 
state to design and supervise the construction of the proposed facil- 
ities. Such costs, however, have been corrected to reflect current quo- 
tations from contractors and suppliers of materials as well as the ac- 
tual cost of materials, principally steel for pipe, for which purchase 
contracts have been executed. The estimates of cost thus derived ap- 
pear to be reasonable and adequate for the construction proposed. 


PROPOSED PLAN OF FINANCING 


Gulf Interstate proposes to finance the total cost of constructing 
the proposed facilities through the sale of $96,000,000 of 4% percent 
first mortgage bonds to the Metropolitan Life Insurance Co. Such 
bonds will represent approximately 74.03 percent of the total invest- 
ment required. Funds to meet the balance of the estimated construc- 
tion costs will be obtained through the issuance and sale of $13,500,000 
of interim notes bearing 514 percent interest, mandatorily convertible 
on November 1, 1954, the assumed date for the beginning of operation, 
into preferred stock with a 514 percent dividend rate, and 3,650,000 
shares of common stock. Under the plan of financing proposed, the 
preferred and common stock is to be handled as a package deal under 
terms and conditions to provide a net of $33,576,000 to Gulf Interstate, 
but the record does not show the details of the proposed financing witb 
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respect to the preferred and common stock. The record shows that a 
bond purchase agreement has been entered into with the Metropolitan 
Insurance Co. for the purchase of the $96,000,000 of 41 percent bonds. 
The firm of Carl M. Loeb, Rhoades & Co. has offered to form a syn- 
dicate to underwrite the public sale of the equity securities of Gulf 
Interstate, subject to its receiving a certificate of public convenience 
and necessity from the Commission, satisfactory to Gulf Interstate, 
authorizing the construction and operation of the proposed pipeline 
facilities. 

Gulf Interstate proposes to provide for any overrun of construction 
costs by a reserve of $7,500,000 in first mortgage bonds, in addition to 
the $96,000,000 of bonds, in the event the costs of construction exceed 
estimates. There is, however, no commitment for these bonds. Gulf 
Interstate also provides for a reserve of $2,500,000 from unsecured 
notes, which J. P. Morgan & Co. has agreed to take should still addi- 
tional funds be required for construction beyond that to be provided 
by the $7,500,000 of additional bonds. 

While it appears generally from the record that Gulf Interstate will 
be able to finance the proposed project, the plan of financing in spe- 
cific matters relating to the issuance of preferred and common stock 
is uncertain and indefinite. Accordingly, we find that it is necessary 
and the public convenience and necessity requires that the issuance of 
any certificate to Gulf Interstate in this docket be conditioned to re- 


quire that a plan of financing, satisfactory to the Commission, be sub- 
mitted with firm commitments respecting not only as to bonds to be 
issued but also for the common and preferred stock issues which are 
proposed. 


GAS SUPPLY 


The natural gas reserves which the record shows to be under firm 
contract to United Fuel Gas, brought down to November 1, 1954, by 
considering proven reserves reduced by actual production, aggregate 
approximately 2,684,652,000 M. c. f. at 14.73 pounds per square inch 
absolute. On an annual basis the average daily volumes to be trans- 
ported by Gulf Interstate under the proposed plan of operations will 
approximate 300,000 M. c. f. at 14.73 pounds per square inch absolute, 
or a total of 2,091,289,000 M. c. f. over a 20-year period. Availability 
studies related to these reserves show that an average daily volume 
of 300,000 M. c. f. of natural gas at 14.73 pounds per square inch ab- 
solute will be available to United Fuel Gas for 15 years, declining to 
97 percent of 300,000 M. c. f. in the 17th year, and 84 percent of that 
volume in the 20th year. On a maximum-day basis, the deliverability 
will be sufficient to provide approximately 399,726 M. c. f. per day 
commencing in 1954-55, declining to approximately 375,000 M. c. f. by 
the end of 1970 and to 330,669 M. c. f. per day at the end of 1974. 
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On the basis of the evidence of record, it appears that an adequate 
gas supply is available to United Fuel Gas to justify the construction 
of the pipeline facilities which Gulf Interstate proposes. However, 
since the evidence of record only shows adequate gas supply for the 
proposed project upon the assumption that the average daily volumes 
to be transported will be 300,000 M.c. f. at 14.73 pounds per square 
inch absolute and 109,500,000 M. c. f. on an annual basis at the same 
pressure base, public convenience and necessity requires that any cer- 
tificate issued herein be conditioned to limit the authorized volumes 
to be transported to 109,500,000 M.c f. annually and we so find. 


MARKETS 


The evidence with respect to markets was submitted (1) by United 
Fuel Gas, both for its own market requirements and for the market 
requirements of the operating subsidiaries of the Columbia Gas Sys- 
tem, Inc.’ and (2) by five large wholesale customers purchasing na- 
tural gas from the Columbia companies for resale. The Columbia 
companies operate from a “pooled gas supply” and each company 
participates in the total gas supply available to all companies. 
United Fuel Gas, because of its strategic location in the network of 
operating companies in the Columbia System, and its extensive pro- 
duction, purchasing and underground storage operations, is the key- 
stone of the system so far as gas supply is concerned. The record 
shows that the natural gas to be transported by Gulf Interstate upon 
delivery to United Fuel Gas is to be a part of the pooled gas supply 
of the Columbia System and will be used by the various Columbia 
System companies in meeting their annual and peak-day requirements 
beginning with the 1954-55 winter and thereafter. 

United Fuel Gas presented estimates of system and individual com- 
pany requirements on an annual and peak-day basis for the years 1951 
through 1957, as well as corresponding estimates of gas supplies avail- 
able for the same period. The estimated gas requirements were pre- 
mised upon the assumption that until May 1, 1954, sales of gas for 
space heating will be made only for newly constructed buildings in 
the residential, commercial and municipal classifications and not more 
than a like number of conversion customers, and that industrial loads 
for that period will be limited to the full requirements of existing in- 
dustrial customers, excluding boiler-fuel use of natural gas in excess 
of 500 M. c. f. per day toany one customer. The estimates assume that, 
following April 1, 1954, the foregoing restrictions, except those with 
respect to boiler-fuel use, will no longer apply. 

1The Columbia Gas System, Inc. is the holding-company parent of all the Columbia 
companies, which are affiliates of United Fuel Gas. The Columbia Gas System, Inc. will be 


referred to as Columbia, Inc., and the operating subsidiaries will be referred to as the 
Columbia companies. 
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The record shows that the Columbia System companies intend to 
continue their frequently announced policy of serving the full re- 
quirements of all presently attached wholesale customers, and retail 
customers in franchise areas they are authorized to serve, before 
taking on new wholesale customers. Estimated future requirements 
which do not contemplate natural-gas service to potential consumers 
in presently unserved areas who seek the advantages of such service 
are not realistic and may not present a true picture of the full market 
potential of the Columbia System companies. 

The following statement summarizes the requirements and supply 
picture (actual for 1951-52 and estimated thereafter) for peak days 
as shown: 


Requirements 
Retail sales: 
Residential 
Commercial... 
Municipal, Public 
EES . 


Total retail 
Wholesale sales 


Total gas requirements 
Gas available (assume only known gas supplies) 


Southwest suppliers: 
Panhandle Eastern Pipe Line Co 
Tennessee Gas Trans. Corp. 
Texas Eastern Trans. Corp 
Texas Gas Trans. Corp ----- 
Transcontinental-exchange net - 


Other producers (Appalachian spegennnecransnnnon 


Total gas purchased 


Own production: 
Regular wells 
Storage. 
Manufactured 


Line pack 
Total gas produced 
Exchange net 


Total available 
Deficiency 


1951-52 | 
M. c. f.- 
Actual 


, 000 | 
81, 000 | 
, 000 
33, 000 | 


56, 000 | 


1952-53 
M. f. ¢.- 


1953-54 
M. c. f.- 


1954-55 
M. c. f.- 


Estimated — Estimated 
F. 


1° F. 


1, 356, 000 
251, 000 
41, 000 
381, 000 | 
5, 000 | 
2, 034, 000 | 
1, 160, 000 | 
134, 000 


at 


| 

1, 459, 500 
271, 800 

42, 500 | 

412, 300 
4, 900 

2, 191, 000 | 
1, 348, 700 
138, 400 


1° 


1, 614, 700 
301, 500 
46, 500 
475, 400 
4, 700 


2, 442, 800 
1, 524, 200 
141, 100 





3, 678, 100 


50, 000 | 
525, + | 
307, 

70, 300 

none 
284, 100 


4, 108, 100 





1, 236, 900 | 








1, 312, 000 | 
4, 000 
132, 600 
none 


1, 739, 200 


1, 136, 200 














” (13, 000) 





(97, 000) 


none 
2, 976, 100 
(702, 000) 


none 
2, 362, 400 
(1, 745, 700) 


*Approximately 80 percent curtailable on a peak day. 
**Volumes shown as available from storage are not realistic since assumed deliveries on annual basis 
deprive storage of required volumes to provide peak-day deliveries assumed for peak day 1953-54. 


The estimated peak day deficiency of 97,000 M. c. f. expected to 
occur for the 1952-53 winter peak day as shown above did not in 
fact occur due mainly to the abnormally mild winter experienced. 
In fact, as of February 1, 1953, the Columbia System had 20,000,000 
M. c. f. in storage above that originally scheduled. The estimates in 
the tabulation above reflect only known sources of gas supply. 





GULF INTERSTATE GAS COMPANY 123 


Evidence presented on behalf of Columbia companies indicated that 
during the period February 1, 1953, to November 1, 1953, Columbia 
assumed that volumes of gas not now firmly committed to the Colum- 
bia System in the amount of 27,000,000 M. c. f. would become available. 
With this latter assumption and considering the effect of the storage 
program being 20,000,000 M. c. f. ahead of schedule, it was claimed 
that the peak day 1953-54 deficiency shown as 702,000 M. c. f. would 
be reduced to 175,000 M. c. f. deficiency and the deficiency of 1,745,000 
M. c. f. shown for the 1954-55 peak day would be reduced to 1,311,000 
M.c.f. Assuming further that beginning November 1, 1954, 375,000 
M. c. f. per day during the winter period would be available through 
the proposed Gulf Interstate facilities on a 100 percent load factor 
basis, the net effect would be that the 1954-55 peak-day deficiency of 
1,311,000 M. c. f. would be reduced to a deficiency of 606,000 M. c. f. 

Regardless of the assumptions and estimates of future requirements 
of the Columbia System companies, we are satisfied that a market 
exists for the volumes of gas which would be made available through 
the facilities of Gulf Interstate. 


COST OF GAS 


The initial cost of the gas which United Fuel Gas has contracted to 
purchase ranges from 16 cents to 20 cents per M. c. f., and averages 
approximately 17 cents per M. c. f. at the beginning of operations. 
Of the total average daily volume of 300,000 M. c. f. which is proposed 
to be transported by Gulf Interstate, an average of 100,000 M. c. f. 
per day is to be purchased in the Erath Gas Field at an initial cost 
of 20 cents per M. c. f. This price, under the purchase contract, 
increases 2 mills per year for the first 20 years, and after 20 years 
will be 24 cents per M. c. f. The contracts for natural gas to be 
purchased in other fields by United Fuel Gas provide for an initial 
price of 16 cents per M. c. f. and this price increases 4 mills per 
year. The price of this gas after the twentieth year will be 24 cents 
per M. c. f. Under the provisions of these latter gas purchase con- 
tracts, the price of the gas from these fields may also be increased 
in price an additional 14 cent to 2 cents per M. c. f. in the event that 
additional recoverable net reserves become available under the various 
contracts. 

These prices, particularly the initial price of 20 cents per M. c. f. 
to be paid for gas from the Erath Field, represent the highest costs 
for purchased gas in the southwestern gas producing area of the 
United States that have been submitted to us for consideration in 
connection with any proposed pipeline project, such as that of Gulf 
Interstate. The record shows that the initial cost of transporting gas 
to the point of delivery into United Fuel Gas’ facilities in Kentucky 
will approximate 21.48 cents per M. c. f. for the average daily volume 
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of 300,000 M. c. f. The delivered cost of this gas (cost of gas plus 
transportation) at the intake point of United Fuel Gas’ facilities 
during the first year of operation will be approximately 38.48 cents 
per M.c. f. The record further shows that the present average cost 
of southwest gas delivered to the various Columbia companies on an 
approximately 100 percent load factor is 24.7 cents per M.c. f. If 
the rates of the pipeline companies which supply gas to the Columbia 
System companies are increased in accordance with presently pending 
rate increase proposals, the average cost will approximate 28.9 cents 
per M.c. f. 

United Fuel Gas presented estimates to indicate that the increase 
in average cost of gas distributed by the Columbia System companies, 
by reason of the added Gulf Interstate gas, would be not in excess of 
one or 114 cents per M.c. f. When it is considered that the average 
daily deliveries by Gulf Interstate will approximate 300,000 M. c. f. 
per day, the following tabulation shows the increased cost of Gulf 
Interstate gas to be approximately $10,490,100 more than the cost of a 
like volume of gas at the average price that may be paid present 
southwest pipeline companies should proposals to increase present 
rates now before the Commission be found to be reasonable and 
proper : 

Cost of Gulf Interstate Gas (c/M. c. f.)-------------.---------.. 38. 48 cents 
Present Southwest Supplies cost (c/M. c. f.)*_----------_-__-__- 28.9 
Increased av. cost of Gulf Interstate Gas (c/M. c. f.)-.--.------_- 9. 58 
Annual M. c. f. take (300,000 M. c. f. daily average) 109, 500, 000 
BO I CR siticd cece ec acta accra scent ana ted $10, 490, 100 


*Actual purchased cost for 12 months ended December 31, 1952, from the Southwest sup- 
pliers averaged 24.7 cents per M. c. f. The 28.9 cents per M. c. f. reflected in the above 
table is the average cost provided rate increases now pending before the Commission are 
found to be reasonable. 


Estimated total sales by Columbia System companies for the year 
1953 are shown as 520,040,000 M. c. f. The increase in cost of Gulf 
Interstate gas in the amount of $10,490,100 related to this volume of 
total sales amounts to slightly more than 2 cents per M. c. f. United 
Fuel Gas, in figuring the increased cost of gas to be sold and distrib- 
uted during the year 1955, related the increased cost of Gulf Interstate 
gas to estimated sales in excess of 628,000,000 M. c. f. This latter 
figure, however, is not realistic and cannot be attained by the Columbia 
System companies on the basis of its present available supply of gas. 
The greatest volume of gas which, according to the present record, 
appears to be even reasonably justified on the basis of annual sales 
and available volumes is that which is shown to reflect estimated sales 
for the calendar year 1953. 

The record shows that, although the Columbia companies intend 
to utilize the gas to be delivered by Gulf Interstate as a part of their 
pooled gas supply, these companies do not intend to pool the costs inci- 
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dent to the receipt of the higher priced gas from the facilities of Gulf 
interstate into the pooled supply. The average increase in cost of 2 
cents per M. c. f. to Columbia System companies, determined in the 
manner discussed above, does not give a true indication of the increased 
cost that may be experienced by certain of the companies in the Colum- 
bia System. United Fuel Gas and other Columbia System companies 
have not shown what added facilities and what further costs will be 
required to transport the increased volumes of gas to be made avail- 
able by the Gulf Interstate pipeline to distribution areas in the Colum- 
bia System. The record is silent as to the volumes of gas from Gulf 
Interstate which will be made available to individual companies in the 
system. Again we must recognize the fact that we are now asked to 
consider only a partial project. The pipeline involved in the pending 
application in this docket brings gas to a point in Kentucky in the 
vicinity of Huntington, W. Va. We have no knowledge of the facili- 
ties or costs that will be required to transport the gas to distribution 
centers where the gas will be consumed. Consequently we have noe com- 
plete picture of the real project required to make the estimated 300,000 
M. c. f. per day available to the Columbia companies and the increased 
costs to each individual company in that system. 

We do not regard the probable increases in cost to the consuming 
public as the only disadvantage inherent in the higher price levels 
which United Fuel Gas proposes to pay for the gas which it will pur- 
chase. We must recognize the fact that the payment of higher prices 
for purchased gas in the circumstances here presented may serve to 
increase the prices which must be paid for gas by other pipeline com- 
panies which are dependent for their gas supplies under existing con- 
tracts for the purchase of gas in the same general area where United 
Fuel Gas will buy the gas which Gulf Interstate will transport for it. 

The question is a serious one and the record in this case does not 
show to what extent the unusually high price to be paid by United 
Fuel Gas for natural gas in the field will or may affect the cost of gas 
to other pipeline companies. 

The record is inadequate to determine or appraise the impact of gas 
purchased at that level upon other pipeline companies and upon the 
Columbia System companies. However, the requirements for natural 
gas in the area to be served through the proposed facilities involved 
in this docket justify the conclusion that a certificate should issue 
upon the terms and conditions which we find are required by public 
convenience and necessity as herein provided. 


ECONOMIC FEASIBILITY AND GAS TARIFF 


The economic study presented by Gulf Interstate in support of its 
proposed project was based on annual depreciation charges of 4 percent 





126 FEDERAL POWER COMMISSION 


and a 6 percent rate of return. The record shows that the assumed 4 
percent rate for depreciation makes no allowance for salvage, and is 
based upon the theory that the age-life of reserves under contract to 
United Fuel Gas is approximately 22 years. The proposed deprecia- 
tion rate does not take into consideration the fact that the source of the 
gas supply relied upon for the proposed project is in the heart of one 
of the nation’s largest gas-producing areas, and that negotiations are 
still in progress whereby United Fuel Gas expects to obtain additional 
gas reserves devoted to the operations here proposed. In these cir- 
cumstances, it is not reasonable to assume that the life of the pipeline 
project under consideration will be as short as Gulf Interstate claims. 
Charges for depreciation beyond those required to provide for retire- 
ment of the proposed facilities will be reflected in the transportation 
costs which Gulf Interstate proposes to charge United Fuel Gas and 
may be unwarranted. Nor is there justification in the claim advanced 
by Gulf Interstate that its contract with United Fuel Gas is limited 
toa term of 20 years. A utility may not impose unreasonable charges 
upon its customers by particular provisions in a contract unless those 
provisions are fully justified. We find no warrant in the evidence pre- 
sented in this case for a higher charge for depreciation than 314 per- 
cent per annum. Additionally, we wish to make it clear that, in any 
future proceeding where annual depreciation charges are brought into 
issue, a proper determination will then be made upon the basis of perti- 
nent facts. 

Gulf Interstate’s pro forma gas tariff provides for a rate of return 
as approved by the Commission. The economic study submitted in 
evidence assumed a 6 percent rate of return, and it appears from all 
the evidence that the proposed project can be financed on the basis of 
a 6 percent rate of return. Accordingly, our order will require that the 
F. P. C. gas tariff which applicant must file shall provide for a rate 
of return not in excess of 6 percent. 

The contract between Gulf Interstate and United Fuel Gas pro- 
vides that, under the circumstances and conditions therein specified, 
Gulf Interstate may extract, or contract with a third person to extract, 
certain hydrocarbons from the gas owned by United Fuel Gas. The 
contract also provides in indefinite terms for the resulting credits 
which United Fuel Gas shall receive. The value of natural gas is 
dependent upon its total B. t. u. heat content. Any extraction of 
hydrocarbons which does not reflect in the cost of service the full value 
of any reduction in B. t. u. content is not in the public interest. This 
vital matter cannot be left to the uncertainty of the future. The cost 
of gas delivered to United Fuel Gas under the proposals of this project 
is already high and we cannot justify the proposed undertaking if in 
the future the relative cost of gas may be increased by the operation of 
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contingencies respecting the extraction of hydrocarbons. For this 
reason any gas tariff filed by the applicant shall be satisfactory to the 
Commission in this regard and shall provide for minimum credits on 
a B. t. u. basis, if in the future hydrocarbons are extracted from the 
stream of gas being transported by Gulf Interstate. 

The record also shows that Gulf Interstate does not propose to de- 
duct Federal income tax accruals from its gross working capital re- 
quirements as we have heretofore required in the case of other appli- 
cations for certificates? and as approved by the court of appeals in 
Alabama-Tennessee Natural Gas Co. v. Federal Power Commission 
(203 F. 2d 494 (C. A. 3, 1953)). Consistent with our prior action, we 
find that Gulf Interstate should be required to provide in the cost-of- 
service rate formula to be reflected in its gas tariff for the deduction of 
federal income tax accruals from gross working capital requirements 
and our order will so provide. 


CONCLUSION 


The record before us does not show whether the increased cost of 
gas made available through the facilities of Gulf Interstate will be 
shared equally by the Columbia companies or whether a disproportion- 
ate share of such cost will fall upon any particular company or group 
of companies within the system. Consequently we cannot make a final 
determination with respect to the ultimate public convenience and 
necessity respecting added facilities required by the Columbia System 
companies until there has been presented for our consideration appro- 
priate applications and a full showing as to the proposed method for 
distributing the volumes of gas to be made available to them by reason 
of the proposed project in this docket and their proposed method for 
distributing such costs. We do, however, find that the proposed facili- 
ties involved in this docket are required by the public convenience and 
necessity, subject to the conditions specified herein and as hereinafter 
provided in our order. 

The record also shows that certain additional facilities will be re- 
quired to enable the Columbia companies to receive and transport the 
increased volumes of natural gas to be made available by the proposed 
project. The exact nature of such facilities is not shown, although a 
general description and a general estimate of the costs thereof indicate 
that approximately $27,685,000 of additional facilities are required. 

Under the circumstances, we are unable to make any determination 
as to the requirements of public convenience and necessity respecting 
new facilities which must be provided by the Columbia System com- 

2 See, e. g., Natural Gas Storage Co. of Illinois, 11 F. P. C. 366, opinion No. 236, Sep- 


tember 11, 1952, and Wilcor Trend Gathering System, Inc., 11 F. P. C. 435, opinion No. 241, 
December 15, 1952. 
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panies or the ability and willingness of the Columbia companies to 
properly do the acts or perform the service for which the additional 
gas is to be utilized. We find that it is essential and necessary to a 
complete showing within the purview of the Natural Gas Act that the 
proposal of Gulf Interstate be supplemented by appropriate applica- 
tions on behalf of the proper Columbia System companies for author- 
ity to construct and operate the facilities required for the receipt and 
transportation of the additional gas to be delivered by Gulf Inter- 
state and that our order should be so conditioned. 

Upon consideration of the application filed herein, the evidence of 
record, and for the reasons and upon the basis of the findings and 
conclusions set forth herein, the Commission further finds: 

(1) Gulf Interstate Gas Co., a Delaware corporation having its 
principal place of business at Houston, Tex., upon completion of con- 
struction and commencement of operation of the proposed facilities 
will be engaged in the transportation of natural gas in interstate com- 
merce, subject to the jurisdiction of the Commission, and will be a 
“natural-gas company” within the meaning of the Natural Gas Act. 

(2) The facilities proposed by Gulf Interstate will be used for the 
transportation of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and the construction and operation 
thereof by Gulf Interstate are subject to the requirements of subsec- 
tions (c) and (e) of section 7 of the Natural Gas Act. 

(3) Gulf Interstate’s proposed facilities as designed are reasonably 
adequate to render the service for which authorization is sought herein. 

(4) The gas reserves available to United Fuel Gas are reasonably 
adequate to enable Gulf Interstate to render the transportation service 
proposed. 

(5) Subject to the conditions hereinafter prescribed, Gulf Inter- 
state is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas 
Act, and the requirements, rules, and regulations of the Commission 
thereunder. 

(6) The proposed construction and operation by Gulf Interstate of 
the facilities fully described in its application, as supplemented, are 
required by the public convenience and necessity, and a certificate 
therefor should be issued to Gulf Interstate, as hereinafter ordered 
and conditioned. 

(7) The public convenience and necessity requires and it is impera- 
tive for the carrying out of the provisions of the Natural Gas Act 
that there be attached to the issuance of the certificate herein author- 
ized the following condition : 

United Fuel Gas and other Columbia System companies which 
require additional facilities to receive and transport the volumes of 
natural gas to be made available by the pipeline project proposed 
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in this docket by Gulf Interstate shall file proper certificate applica- 
tions therefor with the Commission within 45 days from the issuance 
of our order herein. 

(8) It is appropriate and required by the public convenience and 
necessity that Gulf Interstate be required to file, within 60 days after 
the issuance of our order herein, an appropriate F. P. C. gas tariff 
satisfactory to the Commission, which shall include a proper rate 
schedule based on a cost-of-service formula which shall provide for 
a depreciation rate not in excess of 314 percent per annum; a rate of 
return upon a depreciated rate base which shall not exceed 6 percent 
per annum; provision for crediting Federal income tax accruals 
against working capital requirements, and specification of the basic 
formula on a B. t. u. basis for credits which may accrue to United 
Fuel Gas for hydrocarbons extracted by Gulf Interstate or by any 
third person. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the 
same hereby is issued authorizing Gulf Interstate Gas Co. to construct 
and operate the facilities fully described in the application filed 
herein and as supplemented, for the transportation of natural gas 
as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) The following conditions be and the same hereby are attached 
to the issuance of the certificate issued in paragraph (A) hereof. 

(i) The certificate herein granted shall be void and without force 
or effect unless accepted in writing by Gulf Interstate Gas Co. within 
30 days from the date of issuance of this order: Provided, however, 
That such acceptance may be filed within 30 days from the date of 
issuance of the order of the Commission upon an application for 
rehearing of this order, if any, or within 30 days from the date on 
which any such application may be deemed to have been denied when 
the Commission has not acted on such application within 30 days 
after it has been filed; and Provided, further, That such acceptance 
may be filed within 30 days after final disposition of proceedings for 
judicial review pursuant to any petition for review of this order. 

(ii) United Fuel Gas and any other Columbia System company 
which will require additional facilities to receive and transport the 
volumes of natural gas to be made available by the pipeline project 
proposed in this docket by Gulf Interstate shall file a proper certificate 
application therefor with the Commission within 45 days from the 
issuance of this order. 

(C) The following conditions be and the same hereby are attached 


to the exercise of rights granted by the certificate issued in para- 
graph (A) hereof: 
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(i) Gulf Interstate shall within 30 days from the date of issuance 
of this order file with the Commission its plan of financing with 
firm commitments, satisfactory to the Commission, which will provide 
the required funds to meet the cost of constructing the facilities 
proposed. 

(ii) Within 60 days after the issuance of this order, Gulf Inter- 
state shall file an appropriate F. P. C. gas tariff, satisfactory to the 
Commission, which shall include a proper rate schedule based on a 
cost-of-service formula which will provide for a depreciation rate 
not in excess of 314 percent per annum; a rate of return upon a depre- 
ciated rate base which shall not exceed 6 percent per annum; provision 
for crediting Federal income tax accruals against working capital 
requirements; and specification of the basic formula on a B. t. u. 
basis for credits which will accrue to United Fuel Gas for hydro- 
carbons extracted by Gulf Interstate or by any third person. 

(iii) The certificate herein granted is limited to the transportation 
by Gulf Interstate of an average daily volume of 300,000 M. c. f. at 
14.73 pounds per square inch absolute and 109,500,000 M. c. f. at 14.73 
pounds per square inch absolute on an annual basis. 

(iv) The facilities herein authorized shall be constructed and in 
actual operation by Gulf Interstate Gas Co., and the operations herein 
authorized shall be actually undertaken and regularly performed 
by Gulf Interstate Gas Co. within 20 months from the date of the 
issuance of this order. 

(v) The certificate hereby issued to Gulf Interstate Gas Co. is not 
transferable in any manner and shall be effective only so long as 
Gulf Interstate Gas Co. continues the operations hereby authorized 
in accordance with the provisions of the Natural Gas Act, as well 
as applicable rules, regulations, and orders of the Commission. 

Commissioner Smirx concurring in the result only. 


Bucuanan, Chairman, concurring: 

The Columbia System presents the fervent plea that it is doing its 
utmost to obtain a gas supply at the lowest possible cost to its cus- 
tomers to meet the growing demands of its entire system. The rec- 
ords and the facts seem to flatly contradict that claim. This record 
reflects one of the highest, if not the highest, cost of southwest gas 
(38.48 cents per M.c.f.) delivered to the Columbia System in the 
Appalachian area. 

In the hearing upon the application of Texas Eastern Transmission 
Co., docket No. G-1012, to deliver 220,000 M. c. f. of gas to Algonquin 
Gas Transmission Co., the Columbia System stated on the record that 
it was able, willing and desired to take all of the gas which Texas 
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Eastern proposed to deliver to Algonquin or more if it was available.* 
That gas is presently available to the Columbia System on a perma- 
nent basis at a price of 31.9 cents if Columbia chose to fight for it 
pursuant to its claimed policy. 

I agree with the opinion and order herein but on the face of the 
record, Columbia obviously is not obtaining its gas supply at the 
cheapest possible rate as it contends. 


Dory, Commissioner, concurring : 

While I join fully in the accompanying opinion issuing a certificate 
of public convenience and necessity to Gulf Interstate on the terms 
and conditions therein specified, I cannot escape the conclusion that 
the public interest and public convenience and necessity, as well as 
orderly administration, require that there be attached to the issuance 
of such certificate a requirement that Gulf Interstate and United 
Fuel Gas jointly undertake to provide service which may be required 
by the Commisison under the provisions of section 7 (a) of the 
Natural Gas Act. 

Gulf Interstate under the certificate issued will engage solely in 
the transportation of natural gas for United Fuel Gas. Thus the 
transportation facilities will be owned by Gulf Interstate which will 
own no gas and the gas will be owned by United Fuel Gas which will 
neither own nor operate any transportation facilities in this project. 
The pipeline project to be constructed by Gulf Interstate will traverse 
various areas in which natural gas might provide an economic asset 
and if gas is not made available to such areas and communities from 
Gulf Interstate facilities, the probability is that natural gas service 
in that area may not otherwise be available within the foreseeable 
future. 

Section 7 (a) of the Natural Gas Act was designed to protect the 
interests of just such communities and areas. That section was 
designed as and remains an integral part of the comprehensive provi- 
sions of the Natural Gas Act and it is my considered opinion that 
the duties and obligations imposed upon natural gas companies by 
section 7 (a) may not be avoided or brought into question by an 
arrangement whereby the gas to be transported is owned by another 
person distinct and independent from the natural gas company which 
will own and operate the transportation facilities. However, since 
question has been raised regarding the duty and obligation of both 
the pipeline company and the owner of the gas to be transported 
respecting the right of the Commission to entertain section 7 (a) 


1Chairman Buchanan’s concurring statement in opinion No. 206, United Gas Pipeline 
Co., et al., 10 F. P. C. 35. 
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applications, it is my conclusion that the issuance of the certificate 
authorized by our order should be so conditioned that this question 
may not be raised in the future. 

I would accordingly require by condition that Gulf Interstate and 
United Fuel Gas enter into a joint undertaking wherein they would 
now obligate themselves to make necessary connections and provide 
gas to communities and territories along the route of Gulf Interstate’s 
proposed pipeline pursuant to the obligations imposed by section 7 
(a), not because of any doubt in my mind as to the applicability of 
section 7 (a) in the circumstances here present but rather to avoid the 
invitation of litigation which some might read into the issuance of a 
certificate without an appropriate condition. 


In THE MATTER OF 


WILLMUT GAS & OIL COMPANY, ET AL. v. UNITED GAS 
PIPE LINE COMPANY 


Proceeding on Complaint against Discrimination in Rates 


Docket No. G-1158 
June 1, 1953* 
Syllabus 


1. Section 7 (b) of the Natural Gas Act prohibits installation, severance 
or removal of facilities subject to the jurisdiction of the Commission 
without permission where there is a reduction in interstate service. P.138. 

2. A natural gas company, which has received certificates of public con- 
venience and necessity to transport and sell gas in interstate commerce, 
is under a continuing responsibility to use these facilities in the manner 
specified in the certificates until proper authorization for abandonment 
is obtained under section 7 (b) of Natural Gas Act. P. 139. 

3. Commission’s jurisdiction over a sale of natural gas in interstate commerce 
for resale cannot be affected by system rearrangements which reduce the 
interstate service without the permission required by section 7 (b) of 
the Natural Gas Act, even though only a small amount of gas has been 
delivered in interstate commerce since the system rearrangements. P. 142. 

4. A letter, sent by a natural gas company to the Commission notifying the 
Commission of its intention to abandon certificated facilities is not an 
application under section 7 (b) of the Natural Gas Act for permission 
to abandon because of the fatal absence of the hearing and findings man- 
datory under that section. P. 141. 

5. Commission under section 16 of Natural Gas Act has jurisdiction to order 
a natural gas company to restore certificated facilities abandoned with- 
out authorization, so that full interstate service may be resumed. P. 142. 


*Designated Commission opinion No. 252. 
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§. An unreasonable difference in rates under substantially similar conditions 
of service constitutes unjust discrimination. P. 145. 

7. Where a natural gas company charges one customer a lower rate than 
another, the Commission may require the company to charge both cus- 
tomers the same low rate, notwithstanding a claim by the company that 
its return is inadequate, when the company has not sought an increase 
in the lower rate over a period of years. P. 146. 

8. Presiding examiner may take official notice of orders of the Commission. 
P. 147. 

9. Commission orders United to charge Willmut the rates for domestic gas 
contained in United’s tariffs filed with the Commission and restore the 
previously certificated facilities which were abandoned without authori- 
zation. P.148. 


Draper, Commissioner, dissenting. 

KvyYKENDALL, Chairman, not participating. 

Garner W. Green, Sr., Garner W. Green, Jr., and James Simrall, Jr., 
for Willmut Gas & Oil Co. 

C. Huffman Lewis, W. Scott Wilkinson, Vernon W. Woods, W. O. 
Crain and FE. 1. Frieberg for United Gas Pipe Line Co. 

Louis L. Da Pra for the staff of the Federal Power Commission. 


By THE CoMMISSION : 
OPINION 


This matter is before the Commission on appeal from the initial 
decision of the presiding examiner. 

Subject to review by the Commission, the examiner found that 
United Gas Pipe Line Co. (United) by its failure to make natural 
gas available to Willmut Gas & Oil Co. (Willmut) at the same rates 
or charges voluntarily established and made available to Mississippi 
Valley Gas Co. (MVG) and its predecessor, Mississippi Power & 
Light Co. (MPL), is subjecting Willmut to undue prejudice and dis- 
advantage, and is granting undue preference and advantage to MVG, 
and that such practices by United are unjust, unreasonable, unduly 
discriminatory and preferential, and unlawful, in violation of the pro- 
visions of the Natural Gas Act (act). Accordingly, he directed United 
to file rate schedules for all sales of natural gas by United to Willmut 
containing rates and charges based on the rates and charges contained 
in United’s rate schedule F. P. C. No. 95, as supplemented, which be- 
came effective on July 26, 1947 (6 F. P. C. 982) * and under which gas 

1 Official notice is taken that the rate schedule has been superseded by rate schedules 
DC-3J, G-3J, IND-1J, and IND-2J set forth in United’s F. P. C. gas tariff, original volume 
No. 1, which rate schedules, among others, were permitted to become effective as of August 
8, 1952. The contract, which was rate schedule F. P. C. No. 95, has been retained as a 


service agreement under the tariff, pursuant to the applicable provisions of the Commis- 
sion’s regulations under the act. 
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was sold to MPL and is now sold to MVG. Also, the examiner de- 
nied United’s motion to dismiss the complaint filed herein by Willmut 
and city of Hattiesburg, Miss. (Hattiesburg). 

The proceeding was initiated by the filing of the complaint by Will- 
mut and Hattiesburg under sections 4 (b) and 5 (a) of the act against 
United. Among other things, Willmut and Hattiesburg alleged there- 
in that the contract rates at which United sells natural gas to Willmut 
are unjust and unreasonable and, in addition, unduly discriminatory 
and preferential. Complainants prayed, among other things, that the 
Commission fix just, reasonable, nondiscriminatory and nonpreferen- 
tial rates for gas delivered by United to Willmut during the period 
January 1, 1940, “until final hearing”, award reparations accordingly, 
and fix for the future a rate at which Willmut may purchase gas from 
United. In its answer, United moved that the complaint be dismissed 
on the grounds that, with the exception of deliveries made in East 
Jackson, Miss., “the natural gas delivered and sold to Willmut has 
been and is now wholly produced, transported and consumed within 
the State of Mississippi” and hence beyond the reach of the act. In 
addition, United denied the alleged discrimination; asserted that its 
return is less than a just and reasonable return and that its deficiency 
in earnings will increase in subsequent years; and contended that the 
Commission is without authority under the act to award reparations. 

A public hearing upon the complaint and answer was held in May 
1952, and after the filing of briefs and oral argument before the exam- 
iner, the initial decision was served upon the parties. Exceptions 
thereto were filed by United, Willmut, and counsel for the staff of the 
Commission. Thereafter, oral argument was heard by the Commission 
on the matters and issues raised by the exceptions. 

Together with its numerous exceptions, United filed a motion re- 
questing the Commission (1) to cancel and set aside the decision, (2) 
to remove the examiner in this matter, appoint another examiner to 
consider the record and determine the issues involved, or (3), in the 
alternative, to omit the intermediate decision procedure and decision 
and set this matter for argument to and decision by the Commission. 
Also United requested that, if the motion is not granted, the matters 
submitted in support thereof be treated as an exception to the decision. 


MOTION TO CANCEL THE INITIAL DECISION 


We consider first United’s motion to cancel the decision and for 
other relief. Patently, the Commission may not properly entertain 
a motion for the omission of the intermediate decision procedure at 
a time subsequent to the rendition of the initial decision. In the first 
place, the motion is not timely within the purview of section 1.30 (c) 
(3) of the Commission’s rules of practice and procedure (18 C. F. R. 
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1.30). Moreover, no useful purpose would be served by the waiver of 
the initial decision procedure under these circumstances. The motion 
to cancel and set aside the initial decision is subject to similar defects. 
Under section 8 (a) of the Administrative Procedure Act as imple- 
mented by section 1.30 (d) (3) of our rules, the initial decision, in the 
absence of either an appeal to the Commission or review upon our mo- 
tion within the time provided by the rules, without further proceed- 
ing then becomes our final decision. Where, as here, exceptions to the 
initial decision have been timely filed, section 8 (a) of the Administra- 
tive Procedure Act makes it clear that we have all the powers we would 
have in making the initial decision. We retain complete freedom of 
decision as though we had heard the evidence ourselves. To that end, 
we may affirm, modify, or set aside the initial decision in whole or in 
part. Orderly procedure obviously requires that United, if it deems 
itself adversely affected by the initial decision, seek redress through 
exceptions filed pursuant to section 1.31 of the rules. 

We find no warrant whatever in the record for United’s request 
for the removal of the examiner or for its charge that the decision is 
“infected with bias and prejudice.” Preliminarily, we note that 
United does not allege that it has not had a full, fair, and impartial 
hearing. Nor does it allege that the examiner displayed personal bias 
or prejudice, either against United or in favor of the opposite party, 
during the hearing by reason of which the examiner is unable to 
exercise impartially his functions in the case. It may be presumed 
that, if such personal bias or prejudice had occurred, United would 
have filed a timely and sufficient affidavit pursuant to section 7 of the 
Administrative Procedure Act for the examiner’s disqualification. It 
may correspondingly be presumed that United would not have re- 
quested, as it did, oral argument before the examiner. The sequence 
of events suggests that this belated and unfounded charge stems 
merely from United’s dissatisfaction with the result reached by the 
examiner. 

We are satisfied that all parties were afforded a full and fair hear- 
ing. We specifically find, upon careful consideration of the entire 
record, that the examiner conducted the hearing in a strictly impartial 
manner and wholly in accord with all the requirements of fundamental 
law as well as the Administrative Procedure Act. Likewise, an ob- 
jective reading of the decision discloses that it is free of bias and 
prejudice. In view of the foregoing, the motion of United should be 
denied as hereinafter ordered. 


THE ISSUES 


We turn next to a consideration of the exceptions filed. In the main, 
they pose the same issues previously raised in the proceeding and 
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which have been fairly and fully stated by examiner. First, is 
United’s sale of natural gas to Willmut “in interstate commerce” so 
as to be subject to regulation under the act? Second, is United unduly 
discriminating against Willmut by charging MPL (now MVG) a 
rate of 17.5 cents per M. c. f. for domestic gas while at the same time 
exacting a 25-cent rate for such gas from Willmut? Third, does the 
Commission have power to award reparations? Fourth, does the 
Commission have the power to make findings as to the lawfulness of 
past rates? These, we shall treat in the order stated. 

The facts are largely without dispute. The examiner has included 
in the decision a full and fair statement of the relevant facts involved. 
We shall allude from time to time to the facts to the extent necessary 
to pass upon the exceptions. 

United is a “natural-gas company” within the meaning of the act. 
It is engaged in the transportation and sale for resale of natural gas 
in interstate commerce. It transports by means of its integrated pipe- 
line system natural gas produced from fields in Texas, Louisiana, and 
Mississippi and delivers and sells it to industrials, other pipelines, and 
distribution companies, including Willmut, in the foregoing states and 
also in Alabama and Florida. It is a holder of numerous certificates 
of public convenience and necessity granted by the Commission under 
the terms of section 7 of the act authorizing those activities subject 
to regulation by the Commission. One of the certificates, granted at 
docket No. G-478 in 1943 (3 F. P. C. 551), authorized United to 
acquire from Willmut and operate the Jackson-Hattiesburg line as an 
integral part of its natural-gas pipeline system. 


JURISDICTION 


The jurisdictional dispute here is whether United’s sale to Willmut 
is now and has been since February 6, 1947, regulable by the Commis- 
sion. The examiner found that the sale is not removed from our 
jurisdiction by the circumstances under which it is now made. Firstly, 
the examiner found that United made certain system operational 
changes without the permission of the Commission required by section 
7(b), and, therefore, has failed to remove itself from regulation under 
the act. Secondly, he held that the relatively small amount of inter- 
state gas involved since that date is no bar to Commission regulation. 
Thirdly, he pointed out that the present plan of operation for the 
Jackson-Hattiesburg line shows that it is not to be regarded as an iso- 
lated segment, separate and distinct from United’s transmission net- 
work, but rather as an integral part of such network. For all these 
reasons, he concluded the Commission is enipowered to regulate the 
rate for the Willmut sale. 
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United concedes that, until February 6, 1947, the sale made to 
Willniut from the Jackson-Hattiesburg line was regulable by the Com- 
mission. It challenges the jurisdiction of the Commission since that 
date. Its challenge is predicted upon an assertion that the gas trans- 
ported through the Jackson-Hattiesburg line is produced, transported, 
and sold within the State of Mississippi, and the contention that the 
system operational changes made by United do not constitute an 
abandonment of service or facilities within the meaning of section 
7(b). Wedonotagree. We find no support for the contention, either 
in the plain words of the statute or in its legislative history. 

Prior to February 6, 1947, United delivered and sold to Willmut 
natural gas produced primarily from fields in Texas and Louisiana 
and brought into Mississippi and to Willmut by means of United’s 
certificated Sterlington-Jackson 18-inch, Jackson-Mobile 16-inch, 
Bogalusa 10-inch, and the Jackson-Hattiesburg 8-inch pipelines. In 
1947, United commenced to take gas from the Gwinville Field, which 
is located in Mississippi midway between Jackson and Hattiesburg, 
over a certificated 12-inch pipe extending easterly from the field to the 
Jackson-Hattiesburg and Jackson-Mobile lines, which run parallel to 
each other. The Gwinville tie-line was certificated in 1946 at docket 
No. G-724 (5 F. P. C. 628). 

The following are the system operational changes made by United 
for the avowed purpose of restricting the passage to Willmut through 
the Hattiesburg-Jackson line of interstate gas only, for which changes 
it neither sought nor obtained Commission approval: It caused check 
valves to be installed and so locked as to obstruct the flow of inter- 
state gas from the Jackson-Mobile line to the Jackson-Hattiesburg 
line by the means of the then newly-constructed Gwinville tie-line. 
It inserted a solid steel blind plate in the orifice flange of the meter 
station at the connection of the Bogalusa and Jackson-Hattiesburg 
lines, preventing thereby the passage to Willmut of gas from south- 
eastern Louisiana. It severed and removed the connection between 
the Jackson-Hattiesburg line and Jackson compressor station, pre- 
venting the flow to Willmut of gas purchased in Texas and Louisiana 
and transported to it by means of the Sterlington-Jackson and Jack- 
son-Mobile lines. It further severed and removed the connection 
between the Jackson-Hattiesburg and the Sterlington-Jackson lines at 
a point a few miles west of the Jackson compressor station, which was 
used when Willmut first commenced to take interstate gas from United 
in 1940. When United acquired the Jackson-Hattiesburg line in 1943 
and installed the connecting link with the Jackson-Mobile line near 
the compressor station, the connection was used for emergency pur- 
poses until its severance. As a result of the foregoing installations, 
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severances, and removals, all accomplished without the permission of 
the Commission first had and obtained, United effected a discontinu- 
ance of the flow of interstate gas from the Jackson-Mobile line into 
the Jackson-Hattiesburg line except through the connecting link at 
or near the southern terminus of the latter line. Only a relatively 
small amount of interstate gas has flowed into such line through the 
link since February 6, 1947. 

We hold that by its removal of segments of pipe lines operated under 
certificates of public convenience and necessity United has physically 
abandoned facilities within the meaning of the plain words of sec- 
tion 7 (b). The section prohibits a natural-gas company from aban- 
doning “all or any portion of its facilities subject to the jurisdiction 
of the Commission.” Unquestionably the segments of pipe lines 
are “facilities” within the meaning of the section. There can be no 
doubt that these segments, at the time of their severance and removal, 
were “subject to the jurisdiction of the Commission” within the mean- 
ing of the section. These conclusions are fortified by the legislative 
history of section 7 (b), particularly the failure of adoption of an 
industry amendment designed to give natural-gas companies “the 
right to make temporary abandonments, changes in equipment, sub- 
stitution of pipe lines, and short-distances and loops” without the con- 
sent of the Commission under section 7 (b) where no effect on service 
would result (House hearings on H. R. 4008, 75th Cong., 1st sess., 
p- 127). Failure of United to secure permission for the foregoing 
severances and removals in the face of the mandatory provisions of 
section 7 (b) precludes it from validly asserting that it has negated 
the Commission’s jurisdiction over the Willmut sale. 

We further hold that United’s discontinuance of interstate natural- 
gas service rendered to Willmut by means of certificated facilities, 
including those which it removed or which it disabled from perform- 
ing the operations for which certificates were issued, by the installa- 
tion of check valves, a blind plate, and other contrivances, is an 
abandonment of service within the meaning of the plain words of 
section 7 (b). And this conclusion is not affected by the incidental 
fact that United has replaced that service by intrastate service in a 
manner satisfactory to it. For section 7 (b) also prohibits a natural- 
gas company from abandoning “any service rendered by means of” 
facilities subject to the Commission’s jurisdiction. 

But for the foregoing installations, severances, and removals, United 
today would undoubtedly be rendering interstate service to Willmut 
in accordance with the terms and provisions of its certificate at docket 
No. G-478. Plainly, United has abandoned interstate service to Will- 
mut almost completely. A reduction in interstate service by the 
installation of controls being an abandonment of service within the 
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meaning of section 7 (b), as the United States Court of Appeals for 
the Sixth Circuit said in Panhandle Eastern Pipe Line Co. v. Michigan 
Consolidated Gas Co., 177 F. 2d 942, 945, a fortiori, an almost complete 
cessation of interstate service is an abandonment. 

This principle is equally true whether the abandonment is effected 
by a severance of facilities or by manipulaton of valves. 

The legislative history of section 7 (b) includes a recognition that 
one of the purposes of the section was to forbid a company, once 
embarked upon interstate operation, to change its mind and become 
an intrastate operator except after proceedings contemplated by the 
section. (House hearings on H. R. 5423, 74th Cong., Ist sess., pp. 437, 
438). 

Whatever freedom United may have had prior to the passage of the 
act to switch from interstate to intrastate service vanished when it 
became subject to regulation by this Commission and when it applied 
for and received certificates of public convenience and necessity under 
which it transported and sold gas in interstate commerce and used 
therefor facilities subject to the jurisdiction of the Commission. 

An examination of the duties voluntarily undertaken by United 
when it initiated operations authorized by certificates of public con- 
venience and necessity further fortifies this conclusion. Whatever 
its duties may have been prior to operations under the G-478 certifi- 
cate, it is amply clear that, once United acquired the Jackson-Hatties- 
burg line from Willmut and commenced operating it as an integral 
part of its transmission network, there was impressed upon United 
the duty to use those facilities for the transportation and sale of 
natural gas in interstate commerce in the manner specified in the 
certificate. This is of course a continuing responsibility until proper 
authorization for abandonment is obtained. And it is a corollary of 
United’s acceptance and enjoyment of the privileges granted by the 
Commission under the act. 

Effective administration of the provisions of the act requires that 
the Commission insist on proper discharge of those duties. If depar- 
ture therefrom becomes necessary, United may so show as required 
by section 7 (b). Otherwise, the fundamental purpose of the act 
to protect ultimate consumers served by certificated facilities is 
frustrated. 

Under the provisions of section 7 (b) a natural-gas company may 
apply to the Commission for permission to abandon facilities or service 
subject to its jurisdiction. After due hearing, the Commission may 
grant such permission but only if it finds that the available supply 
of natural gas is depleted to the extent that the continuance of service 
is unwarranted, or that the present or future public convenience and 
necessity permit such abandonment. Here, instead of following the 
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prescribed procedure, United wrongfully arrogated unto itself the 
basic decision. (Cf. Pennsylvania Water & Power Co. v. Federal 
Power Commission, 348 U. S. 414). As was said by the Kansas 
Supreme Court in State v. Missouri, K. & T. R. Co., 232 P. 1038, 1039 
(1925) “in no event may public utilities arrogate the right to deter- 
mine for themselves the functions and powers conferred upon the 
Commission.” Nor does the failure of United to secure permission 
for the abandonment of interstate, even though it substituted intra- 
state, natural-gas service nullify the Commission’s jurisdiction over 
the Willmut sale. 

United seeks support for its position from language /n the Matter 
of The Connecticut Light & Power Co., docket No. IT-5665, 6 F. P. C. 
104 (1947). But there, prior to the effective date of the Federal 
Power Act, the company, for the avowed purpose of avoiding antici- 
pated federal regulation, severed interstate connections and discon- 
tinued its one interstate sale for resale. Here, United, after the 
effective date of the Natural Gas Act, submitted itself to regulation 
thereunder. 

Secondly, the Federal Power Act does not contain the certificate 
provisions found in the Natural Gas Act. More specifically, it contains 
no section similar to section 7 (b). 

United concedes that it made the system operational changes without 
filing a “formal petition” for abandonment. But it argues that it 
“formally” advised the Commission of these changes by its letter 
of September 10, 1946, filed at docket No. G-708. United seems to 
think the letter sanctioned the system rearrangements. The claim 
is palpably invalid. 

It is predicated upon the following circumstances: Early in 1946 
United filed an application for a certificate at docket No. G-708 
authorizing the extension of the Jackson-Hattiesburg line from the 
Jackson compressor station to Philadelphia, Miss. Subsequently, 
United filed a motion to withdraw the application for the reason it 
had concluded that the communities along the Philadelphia extension 
would be served with Mississippi gas. It said in its motion that before 
commencing construction it would advise the Commission how the 
aforesaid service would be provided. After the application had been 
permitted to be withdrawn, United transmitted to the Commission 
the letter of September 10. 

It is to be observed that nowhere in the letter did United state 
that it proposed to sever the G-478 facilities. Nor did it mention a 
proposal to seal off the flow of interstate gas from the Bogalusa line. 
No mention was made that it proposed to sever the Sterlington-Jackson 
line from the Jackson-Hattiesburg line at a point a few miles west 
of the compressor station. The letter stated that the Philadelphia 
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extension would be connected to the Jackson-Hattiesburg line at the 
Jackson compressor station. The changes referred to were character- 
ized by United as “minor construction changes.” In conclusion, 
United said that after such construction “it will be physically impos- 
sible for any interstate natural gas to move through the proposed 
6-inch line extending to Philadelphia.” No suggestion was made that 
Willmut would not be served with interstate gas. In fact, no mention 
is made at all of service to Willmut. 

In any event, it is clear that United did not in that letter seek Com- 
mission approval for the acts described therein. Nor might it or 
was it construed to be an application under section 7 (b) for permis- 
sion to abandon. Furthermore, there is a fatal absence of the hearing 
and findings mandatory under that section. As we said in 1942 Jn the 
Matter of United Gas Pipe Line Co., docket No. G-216, 3 F. P. C. 3, 


at page 9: 


* * * nor would United be justified in assuming that, in the face 
of the mandatory provisions of section 7 (b) of the act, either (a) the 
facilities, or (b) the service rendered by means of such facilities could 
be abandoned in the absence of the approval of the Commission, after 
a hearing or hearings, and the production of requisite evidence justify- 
ing the finding or findings prescribed by said section. Seaboard Air 
Line Railway Receivers’ Proposed Abandonment, 202 I. C. C. 543, 553. 


The case of Jn the Matter of United Gas Pipe Line Co., docket No. 
G-556, 7 F. P. C. 646 (1948) cited by United is not in point. There, 
we merely dismissed United’s application for a certificate upon motion 
by United. In contrast to the situation here, United had not there 
embarked upon the transportation and sale of natural gas in inter- 
state commerce pursuant to a certificate issued after due notice and 
hearing. 

Turning to another point, United misreads into the examiner’s 
decision a purpose to extend the jurisdiction of the Commission to 
the production and gathering of natural gas contrary to section 1 (b). 
No such inference can be reasonably drawn from the decision. The 
examiner deals with facilities used in the transportation of natural 
gas in interstate commerce and the sale of natural gas to Willmut in 
interstate commerce for resale for ultimate public consumption. Those 
activities are clearly within the ambit of the Commission’s jurisdiction 
expressly granted by the act. And that grant is of course not nullified 
by United’s wrongful acts. 

United excepts to the finding of the examiner that the small amount 
of natural gas which has flowed into the Jackson-Hattiesburg line 
from the Jackson-Mobile line since February 6, 1947, is no bar to 
federal regulation. 
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As we have seen, United conceded that the sale to Willmut was one 
“in interstate commerce” for resale and subject to regulation prior to 
that date. The circumstance that only a relatively small amount of 
gas has moved in the line since then is a direct consequence of the 
system rearrangements made by United without the permission re- 
quired by section 7 (b). The Commission’s plenary jurisdiction over 
the Willmut sale is unaffected by those unauthorized system rearrange- 
ments. The quantity of interstate gas delivered under presently exist- 
ing conditions is therefore immaterial. In any event, as Pennsylvania 
Water & Power Co. v. Federal Power Commission, 343 U. S. 414, cited 
by the examiner, holds, federal rate authority applies to all electricity 
sold despite the fact that it is made up of interstate energy, together 
with that locally produced. 

We turn next to staff counsel’s exception to the examiner’s failure 
to require United to restore the facilities so that full interstate service 
to Willmut may be resumed. The contention is made that there is 
ample authority within the framework of the act for the Commission 
so to order. Counsel points to the examiner’s assertion that United’s 
unauthorized rearrangement of its system operations may be corrected 
by order of the Commission directing the establishment of system op- 
erations existing prior to February 6, 1947. The examiner stated that 
power to take such action is granted by the provisions of section 16 
of act authorizing the Commission to perform any act and to issue 
any order which it may find necessary or appropriate to carry out the 
provisions of the act. It is plain, however, that section 16 does not 
grant the Commission any power to issue an order which does not 
have its genesis elsewhere in the act (Cf. Federal Power Commission v. 
Panhandle Eastern Pipe Line Co., 337 U. S. 498, 508). 

Turning to the act we find that sections 4 (b) and 5 (a) grant the 
Commission power to regulate interstate service (Michigan Consoli- 
dated Gas Co. v. Panhandle Eastern Pipe Line Co., 173 F. 2d 784, 
789). Section 7 (e) grants the Commission power to issue certificates 
of public convenience and necessity to any qualified applicant there- 
for, if it is found that the applicant is able and willing properly to do 
the acts and to perform the service proposed and to conform to the 
provisions of the act and the requirements, rules, and regulations of the 
Commission thereunder; and that the proposed service, sale, operation, 
construction, extension, or acquisition, to the extent authorized by the 
certificate, is or will be required by the present or future public con- 
venience and necessity. That section also grants the Commission 
power to attach terms and conditions to the issuance of the certificate 
and to exercise of the rights granted thereunder. Section 7 (b), 
as we have seen, prohibits the abandonment of interstate facilities or 
service. And this prohibition plainly requires a continuation of 





WILLMUT GAS & OIL COMPANY ET AL. 143 


service until abandonment is authorized. Finally section 16, authorizes 
the Commission to do all acts reasonably necessary and fairly appro- 
priate to make the grant of these powers, which Congress has ex- 
pressly conferred upon the Commission, fully efficacious (Colorado 
Interstate Gas Co. v. Federal Power Commission, 142 F. 2d 943, 952). 
Otherwise, these provisions, which are integral parts of the broad and 
comprehensive scheme provided by the act for the regulation of the 
wholesale distribution to public service companies of gas moving in 
interstate commerce, would be deprived of significant meaning. 

It must also be remembered that when the Commission granted 
United the G-478 certificate, it found that the acquisition and operation 
proposed was required by the public convenience and necessity. Also, 
the Commission found that United was “able and willing” properly to 
do the acts and perform the service proposed, and to conform to the 
provisions of the act and the regulations of the Commission. By its 
initiation of service authorized by the certificate United undertook 
the duty of continuing to perform the service and of satisfying the 
demands of the public convenience and necessity. And until and unless 
a satisfactory showing is made pursuant to the provisions of section 
7 (b) that the available supply of natural gas is depleted to the extent 
that the continuance of such service is unwarranted, or that the present 
or future public convenience and necessity permit United to lay aside 
that obligation so voluntarily assumed, that duty must continue to be 
discharged. 

Against the background of the particular grant of powers noted 
and the duties voluntarily assumed by United when it initiated service 
under the G-478 certificate, section 16, as a necessary corollary, au- 
thorizes the Commission to order restoration of the certificated facili- 
ties and the resumption of the certificated service which United 
abandoned without the approval of the Commission. 

It may be noted that the evidence shows that the facilities may be 
restored in a matter of hours. Also, as one of the largest natural-gas 
companies, United would presumably have no financial difficulties in 
making such restoration. 

In view of all of the foregoing, we shall require United to restore 
the certificated facilities and interstate service abandonment of which 
has never been authorized, as hereinafter ordered. 


DISCRIMINATION 


After careful consideration of the entire record, we find no reason to 
depart from the examiner’s finding that, by its failure without lawful 
justification to make natural gas available to Willmut at the same 
rates or charges voluntarily established and made available to MVG 
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and its predecessor, MPL, United is unlawfully subjecting Willmut 
to undue prejudice and disadvantage; and unlawfully granting undue 
preference and advantage to MVG;; and that such practices by United 
are unjust, unreasonable, unduly discriminatory and preferential, and 
unlawful, in violation of the provisions of the act. The evidence con- 
clusively demonstrates that United is unduly discriminating against 
Willmut by charging MPL (now MVG) a rate of 17.5 cents per M. c. f. 
for domestic gas under its rate schedule F. P. C. No. 95 while at the 
same time exacting a 25 cent rate for such gas from Willmut under 
its rate schedule F. P. C. No. 73. 

In passing, we note that the examiner has not, as United contends, 
misrepresented the contentions of Willmut and Hattiesburg. Plainly, 
this part of the proceeding is a “discrimination case.” Complainants 
plead undue discrimination. Alleged discrimination has been denied 
by United. And we are satisfied that undue discrimination has been 
shown to exist. 

Numerous of United’s rate schedules in the Jackson rate zone are of 
record. The Jackson rate zone embraces the territory from the Missis- 
sippi River east to Pensacola, Fla., but excluding the New Orleans 
area. It includes Jackson, Miss.; Mobile, Ala.; and Pensacola, Fla. 
The city-gate rates prescribed in such schedules are applicable to the 
sale and delivery of natural gas for resale for domestic and com- 
mercial use only. With respect to the sale for resale of gas for indus- 
trial use, the evidence shows that United customarily entered into 
certain percentage arrangements with each distributor. We are con- 
cerned here with the discrimination shown in the rates for resale of 
gas for domestic purposes between Willmut and MVG. Such gas 
will be identified here as “domestic gas.” 

An unreasonable difference in rates for domestic gas under sub- 
stantially similar conditions of service has been shown. Willmut and 
MVG are both located in United’s Jackson rate zone, “a stone’s throw” 
from each other. For many years, United extended a uniform rate for 
domestic gas to all customers in the zone. In 1947, it extended a lower 
rate to MPL for such gas. Discovery of gas in Mississippi was given 
as the reason for the change, but in fact MPL and later MVG at all 
times here in question have been served with interstate gas. At the 
time of the change, United recognized that the rate voluntarily ex- 
tended to MPL was lower than its other rates for “similar service 
in the same territory”, a recognition adverted to by the examiner. 
Both Willmut and MVG are in the same class, wholesale customers of 
United purchasing gas for resale. United classifies them as town- 

? Official notice is also taken that in 1952 United filed a proposed notice of cancellation 
of that portion of this rate schedule relating to the sale of natural gas to Willmut except 


at East Jackson. The proposed notice was suspended, along with other matters, at docket 
No. G—2019 by order of the Commission issued August 1, 1952. 
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border customers. Admittedly, they are located in the same territory. 
The domestic-gas service rendered to them admittedly is similar. The 
cities and towns served by them are similar, except for differences of 
population. There is a substantial similarity of conditions under 
which Willmut and MVG receive natural gas. Thus, there is a close 
similarity between them with respect to the pressure at which gas is 
delivered, seasonal characteristics thereof, load factor, facilities 
utilized in serving them, type of metering facilities, and delivery 
points. Nor is there substantial variation in service conditions or in 
the characteristics of delivery and sale of domestic gas. 

We are convinced that United has not established substantial dif- 
ferences in conditions of domestic-gas service to Willmut and MVG 
justifying it to require Willmut to pay an approximately 50 percent 
higher price for such gas than is charged MVG. There is nothing in 
the record tending to indicate that cost per M. c. f. to United of trans- 
porting and delivering domestic gas to Willmut is more than the cost 
of transporting and delivering such gas to MVG. The differences 
shown by United do not affect our decision that undue discrimination 
exists with respect to domestic-gas service, such as the fact that MVG’s 
consumption is predominantly industrial, Willmut’s predominately 
domestic; that MVG’s overall load factor is higher than Willmut’s; 
that the seasonal characteristics of industrial gas served is different 
from that of domestic-gas service; and that the average unit cost of 
all gas delivered to MVG is not identical to the average unit cost of all 
gas delivered to Willmut. The only material difference United has 
established is that it sells domestic gas to MVG at a lower rate than it 
sells such gas to Willmut. 

An unreasonable difference in rates under substantially similar con- 
ditions of service constitutes unjust discrimination. Western Union 
Telegraph Co. v. Call Publishing Co., 181 U.S. 92. United concedes 
that, under this definition, unjust discrimination exists if Willmut is 
required to pay a higher price for gas under like conditions of service. 
The premise upon which the right to the same price stands is, as the 
Supreme Court said, “like conditions of service.” These conditions 
have been shown. And since “all individuals have equal rights both in 
respect to service and charges, which was also said in the Western 
Union case, the logical consequence is that Willmut is entitled to the 
same rate as MVG, as the examiner properly found. For United to 
charge one customer approximately 50 percent more for gas delivered 
under substantially similar conditions is to require such customer to 
pay an unreasonable and unduly discriminatory rate. 

It will be recalled that, in answer to the complaint, United alleged 
that its return is less than a just and reasonable return and that its 
deficiency in earnings will increase in subsequent years. The allega- 
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tion was unsupported by evidence. United also asserted that its rates 
over which the Commission has jurisdiction will of necessity have to 
be substantially increased. At no time subsequent to July 26, 1947, 
the effective date of rate schedule F. P. C. No. 95, however, has United 
sought an increase in such rate. 

We take official notice of the fact that in 1952 it filed applications 
for increases in rates for sales to five natural-gas companies and one 
sale to United Gas Corp., its parent, as well as in rates for certain 
transportation services. These rates are currently effective under bond 
pending decision at docket Nos. G-2019 and G-2074. But it has not 
sought to exercise its privilege under the act to file an increase in the 
17.5 cent city gate rate to MVG. 

The Supreme Court has said that “experience does not indicate that 
utilities are wont to charge themselves out of business” (Federal Power 
Commission v. Interstate Natural Gas Co., 336 U. S. 577, 582, unless 
there are “extraordinary circumstances making submission to the loss 
expedient” (Dayton Power & Light Co. v. Public Utilities Commis- 
sion, 292 U. S. 290, 312), which cases are also cited by the examiner. 

Upon consideration of the foregoing, we are of the opinion that the 
17.5 cent per M. c. f. rate to MVG must be deemed to be just and reason- 
able in the absence of evidence to the contrary. The examiner’s order 
that United file rate schedules for its sale to Willmut containing the 
rates and charges set forth in rate schedule F. P. C. No. 95, is therefore 
determined to be proper and reasonable. 

There is no basis for United’s assertion that the Commission’s action 
in permitting the 17.5 cent per M. c. f. rate to become effective removed 
the area served by MPL from the Jackson rate zone. No such intent 
was expressed in the order. Nor can any be implied therefrom, par- 
ticularly in the light of United’s representations made to the Commis- 
sion as to the reasons for such change. 


REPARATIONS 


The examiner correctly disposed of the contention of Willmut relat- 
ing to reparations. The terms of the act and the authorities cited by 
him firmly establish the fact that we do not have the power to grant 
reparations. 

LAWFULNESS OF PAST RATES 


No substantial reasons have been advanced for us to depart from 
the examiner’s finding as to lawfulness of past rates. 


OTHER MATTERS 


We turn now to the other exceptions filed by United and staff counsel. 
The exception by United to references in the initial decision to 
orders of the Commission issued subsequent to hearing is not well 
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taken. If an examiner may take official notice of reports filed with the 
Commission subsequent to hearing, as was held in Wisconsin v. Federal 
Power Commission, 201 F. 2d 183, unquestionably he may take notice 
of orders of the Commission itself. 

It seems to us that the examiner did not err in concluding that 
United rearranged its system operations “in an effort to avoid Com- 
mission regulation of the Willmut rate.” That conclusion may be 
reasonably inferred from the evidence adduced in light of the history 
of relations between United and Willmut. No pretense was made by 
United at the hearing that such rearrangement was done to improve 
operating conditions or was required by any operating exigencies. It 
was done admittedly “on advice of counsel.” United contends now 
that such rearrangement was necessary to insure the passage of intra- 
state gas to the Philadelphia extension. That circumstance was an 
effect, not the cause, of the arrangement. If what is contended now 
were the cause of the arrangement, no justification for the obstruction 
of the flow of interstate gas to Willmut through the Bogalusa line is 
apparent. In any event, whatever motivated United to cause the re- 
arrangement, whether beneficial or not, cannot obviate the necessity 
for it to secure the requisite approval under section 7 (b). We think, 
however, that there is not an adequate basis for inference that United 
by the conduct reflected in this record, intended to squeeze Willmut 
out of the retail gas business. References thereto in the examiner’s 
decision should be deleted. 

No prejudicial error is caused United by the examiner’s reference 
to letters written by Willmut to the Commission in 1948. Those por- 
tions appearing in the initial decision recite facts contained in other 
exhibits admitted in evidence in this proceeding. 

The initial decision should be modified to show that Willmut com- 
menced to take gas from United at a point on the Sterlington-Jackson 
line, a few miles west of the Jackson compressor station, rather than 
as inadvertently stated by the examiner. The north end connection 
between the Jackson-Hattiesburg line and the Jackson-Mobile line 
referred to by him was at the compressor station, and it was made 
in 1943 subsequent to the issuance of the G-478 certificate. 

The Commission, having considered the entire record with respect 
to the matters involved and the issues presented, including the com- 
plaint, the answer thereto, the evidence adduced at the public hear- 
ing, the briefs filed, the oral argument before the examiner, his initial 
decision and exceptions thereto, and the oral argument before the 
Commission, further finds: 

(1) The initial decision and accompanying order filed by the pre- 
siding examiner on November 26, 1952, should be modified to conform 
to the views expressed herein and to correct the minor errors, and 
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as so modified, should be affirmed as the Commission’s final decision, 
as hereinafter ordered. 

(2) To the extent that the exceptions filed to such decision are in- 
consistent with any statement, finding, conclusion, or ordering para- 
graph contained herein, such exceptions should be denied as herein- 
after ordered. 

(3) The motion filed by United on December 15, 1952, to cancel and 
set aside the initial decision and for other relief should be denied, as 
hereinafter ordered. 

Pursuant to the provisions of the Natural Gas Act, particularly 
sections 4 (b),5 (a), 7 (b), 7 (e), 14 and 16, the Commission orders: 

(A) The initial decision of the presiding examiner filed on Novem- 
ber 26, 1952, in this proceeding, as hereinafter modified, shall become 
effective as the decision of the Commission as of the date of issuance 
of this order. 

(B) The initial decision be and it is hereby modified in its narrative 
parts to conform with our views expressed herein and to correct the 
minor errors noted. 

(C) The following finding be and it is hereby added to the exam- 
iner’s decision: 

“(28) It is just and reasonable and appropriate in carrying out 
the provisions of the Natural Gas Act, that United should be required 
to restore and reestablish the facilities and resume the interstate 
service as rendered to Willmut prior to February 6, 1947.” 

(D) The following paragraph be and it is hereby added to the 
order accompanying the examiner’s decision, to be designated as 
paragraph (B) and substituted for the paragraph so designated in 
the decision : 

“(B) Within 30 days after the date of issuance of this order United 
shall: 

(1) Restore and reestablish the connections which existed prior to 
February 6, 1947 between (a) its Jackson-Hattiesburg line and its 
Jackson-Mobile line at the Jackson compressor station, and (b) its 
Jackson-Hattiesburg line and the Sterlington-Jackson line at a point 
approximately three miles west of the aforesaid compressor station; 

(2) Remove the steel (blind) plate from the orifice meter flange of 
the meter station located at or near the point where its 10-inch 
Bogalusa line connects with its Jackson-Hattiesburg line, and restore 
and re-establish the orifice plate which had been removed ; 

(3) Make any other appropriate and necessary changes in the 
aforesaid facilities, which may be required to fully restore and re- 
establish the facilities to the arrangement existing prior to February 6, 
1947; 

(4) Resume the full operation of the natural-gas transmission pipe- 
line facilities authorized, by and in accordance with the provisions of, 
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the certificate of public convenience and necessity granted, by opinion 
No. 101 and accompanying order entered August 19, 1943, Jn the 
Matter of United Gas Pipe Line Co., docket No. G-478, 3 F. P. C. 551, 
in conjunction with its other natural-gas transmission pipeline facili- 
ties, for the transportation and sale for resale of natural gas, subject 
to the jurisdiction of the Commission, all as more fully described in 
its application therein, and in the aforesaid opinion No. 101, and 
accompanying order; and in accordance with the provisions of the 
rate schedules required to be filed pursuant to the provisions of para- 
graph (C) hereof; 

(5) Continue the operations of such facilities in accordance with 
the provisions of the Natural Gas Act, as well as applicable rules, 
regulations, and orders of the Commission thereunder ; and 

(6) Immediately upon completion of the acts described in sub- 
paragraphs (1), (2), and (3), above, aiid upon full resumption of 
the operation required by subparagraph (4), above, file with the 
Commission, in writing and under oath, an original and four con- 
formed copies, notice of the date or dates of such completion and 
resumption.” 

(E) Paragraph (B) appearing in the examiner’s decision be and 
it is hereby redesignated paragraph (C). 

(F) To the extent that the exceptions filed by United, Willmut, 
and staff counsel are inconsistent with the opinion and order of the 
Commission herein, such exceptions be and the same are hereby denied. 

(G) The motion filed by United on December 15, 1952 to cancel 
and set aside the initial decision and for other relief be and it is hereby 
denied. 

(H) Nothing contained in this order is to be construed as a waiver 
of any penalties or sanctions which may be imposed pursuant to the 
provisions of the Natural Gas Act against United, its agents, or officers, 
or any of them, for any unauthorized action disclosed by the record 
herein. 


Chairman Kvuyxkenpatt not participating. 
Commissioner Draper dissenting. 


Draper, Commissioner, dissenting: 


I regret that I cannot subscribe to the opinion of the majority in 
this case. That opinion is based on the premise that this Commission 
has jurisdiction to consider and adjudicate certain rate questions 
arising from transactions which have been shown to be intrastate in 
character. 

The fact that these transactions were formerly interstate is not 
disputed. The fact that their conversion to an intrastate status by 
United is a fait accomplis is not disputed. The fact that this conver- 


FEDERAL POWER COMMISSION 


sion without authorization from this Commission is a violation of 
section 7 (b) of the Natural Gas Act is affirmatively asserted, yet 
nowhere is it suggested that section 20 of the act might apply to the 
situation. 

The subject matter of proceedings of this nature must be either 
interstate or intrastate. How it came to be so cannot affect that basic 
fact. If there is no transportation in interstate commerce and no sale 
for resale in interstate commerce, there is no jurisdiction vested in this 
Commission. The apparent theory that violation of section 7 (b) by 
United converts nonjurisdictional matters to jurisdictional is one I 
cannot follow. If there is such violation, the act prescribes the clear 
course to be taken, and that course, it seems to me, is not to ignore the 
existing state of facts by proceeding as though the violation had not 
occurred and we were still faced with a situation which the record 
shows to have ended in 1947. 

Incidentally, counsel for United made the following statement at 
the oral argument: 


The examiner declared United’s rearrangement of its system operation evi- 
denced “an effort to avoid Commission regulation of the Willmut rate.” The only 
evidence on this point in the record is United’s unquestioned proof that these 
rearrangements were made in order to transport intrastate gas to United’s newly 
constructed “Philadelphia extension” and that the Commission was fully advised 
of the changes.* (Emphasis supplied.) 

If the Commission had been so advised without taking steps under 
section 20, it would almost appear that we had for years condoned 
the acts which the majority now seeks to order undone. 

Had United sought and received authorization to do the acts which 
have made these transactions intrastate, I doubt that anyone would 
maintain that the rate issues could legally be considered and decided 
by this Commission. 

I believe that we should be realistic and recognize that if a violation 
has occurred appropriate action should be instituted under section 20. 
Further, it is my belief that we cannot now deal with the merits of 
these complaints against the level of United’s rates. 

With regard to United’s motion to set aside the examiner’s decision, 
to omit the intermediate decision procedure, etc., I agree that it should 
be dismissed on the grounds stated in the majority opinion. 


1Transcript, Page 706. 
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In THE MatTeR oF 
MISSISSIPPI RIVER FUEL CORPORATION 


Opinion Accepting Proposed Settlement and Making Effective Tariff 
Changes 


Docket No. G-2153 
June 3, 1953* 
Syllabus 


Commission accepts a “proposed settlement” under the Natural Gas Act together 
with the revised sheets of Mississippi’s gas tariff and orders in accordance 
with the settlement refunds to Mississippi's utility customers for the in- 
creased rates which have been under bond. P. 159. 


KuYKENDALL, Chairman, not participating. 

William A. Dougherty and John H. Hendren for Mississippi River 
Fuel Corp. 

Norman A. Flaningam for Federal Power Commission staff. 


By THE COMMISSION : 
Opinion 


On April 10, 1953, pursuant to the opinion, judgment and mandate 
of the United States Court of Appeals for the Third Circuit, issued 
in Mississippi River Fuel Corp v. Federal Power Commission, 202 F. 
2d 899, Mississippi River Fuel Corp. (Mississippi) resubmitted to the 
Commission the proposed increased rates and other changes to its 
F. P. C. gas tariff, original volume No. 1, which Mississippi had origin- 
ally tendered to the Commission on April 30, 1952, but which the 
Commission had rejected by order issued on May 29, 1952, 11 F. P. C. 
1029. Also, on April 10, 1953, Mississippi moved to put the aforesaid 
increased rates and other tariff changes into immediate effect,’ pur- 
suant to the mandate of the Third Circuit. 

Mississippi thereby proposed : 

(1) To increase its then effective tariff rates and charges to its pur- 
chasers * of natural gas for resale in interstate commerce, based upon 


*Designated Commission Opinion No. 253. 

7Such changes are embodied in the following tariff sheets of Mississippi's F. P. C. gas 
tariff, original volume No. 1; third revised sheet No. 1, superseding second revised sheet 
No. 1; second revised sheet No. 4, superseding first revised sheet No. 4; first revised sheet 
No. 5, superseding original sheet No. 5; original sheet No. 5a; second revised sheet No. 6, 
superseding first revised sheet No. 6; first revised sheets Nos. 14 and 15, superseding 
original sheets Nos. 14 and 15; and original sheet No. 25. 

? Mississippi's utility customers include: Arkansas Louisiana Gas Co. ; city of Altheimer, 
Ark.; Fort Smith Gas Corp.; Illinois Power Co.; Laclede Gas Co.; Midsouth Gas Co.; 
Missouri Natural Gas Co.; Public Utilities Co., Crossett, Ark.; and Union Electric Power 
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estimated sales for the 12-month period beginning June 1, 1952, ap- 
proximately $6,500,000 annually, for firm and interruptible service, 
in excess of the rates which were reinstated as reasonable by the 
Commission’s opinion No. 234 and order issued August 4, 1952, Zn 
the Matter of Mississippi River Fuel Corp., 11 F. P. C. 288; and 

(2) To change the form of its firm service rate schedule from a 
two-part rate with the billing demand based upon the maximum daily 
volume of gas purchased during the month, but not less than the 
maximum daily volume purchased during the next preceding 11 
months, to a two-part rate with the billing demand based upon a con- 
tract demand which Mississippi designated as “stated demand.” * 

On April 24, 1953, the Commission issued herein two orders respect- 
ing the aforesaid increased rates and other tariff changes which 
Mississippi resubmitted on April 10, 1953. By such orders the Com- 
mission, among other things, made effective the aforesaid increased 
rates under bond and subject to refund; provided for a conference, 
to be convened May 14, 1953, to afford an opportunity for adjustment 
and settlement of all issues involved herein, together with all rate 
matters in which Mississippi is involved with the Commission in 
certain court proceedings; and provided for a hearing, to be convened 
May 14, 1953, concerning the lawfulness of the rates, charges, classifica- 
tions and services, subject to the jurisdiction of the Commission, as 
set forth in the aforesaid proposed tariff changes. 

The Commission in such orders also provided that the hearing was 
to be convened, appearances of parties were to be entered, and the 
hearing was then to be recessed from time to time until the conference 
sessions provided for could be concluded. At that time the hearing 
was to be reconvened to receive in evidence the results of such con- 
ference, and, in the event such conference resulted in a proposed 
settlement, then the hearing record reflecting the proposed settlement 
was to be certified immediately to the Commission for appropriate 
action. 


Co. Service to the village of Dupo, Ill., and St. Charles Gas Corp., which service is sched- 
uled to commence later this year, has been provided for by the Commission’s order issued 
September 2, 1952, as amended, In the Mattere of Mississippi River Fuel Corp., et al., docket 
Nos. G-1281, et al., 11 F. P. C. 1219. 

*The resale rates proposed by Mississippi in docket No. G-1641, the rates reinstated 
by Commission opinion No. 234 and order therein, and the rates proposed by Mississippi 
originally on April 30, 1952, and resubmitted on April 10, 1953, may be summarized as 
follows: 


Proposed | Reinstated| Resub- 
in G-1641 | in G-1641 


Firm service—Rate schedule 
Demand charge per month—per M. c. f 
Commodity charge per M. c. f......- 
Interruptible service—Rate Schedule - . 
SPE PE SROs Sr cdasenncsbacasuiascedesccccnues> 
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After due notice and pursuant to the Commission’s aforesaid orders 
issued April 24, 1953, 12 F. P. C. 939, the conference and the hearing 
were convened on May 14, 1953, with all interveners and representa- 
tives of the Commission’s staff and Mississippi appearing. 

Those attending the conference, in addition to Mississippi and the 
Commission’s staff, included representatives of the city of St. Louis, 
Missouri, Laclede Gas Co. and MidSouth Gas Co., interveners in the 


proceeding; Missouri Public Service Commission; Missouri Natural 
Gas Co.; and Fort Smith Gas Corp. 


The hearing was recessed from time to time until May 22, 1953, 
when there was presented in the record a “Proposed Settlement” * 
which had been developed and agreed to in the conference sessions 
held on May 14, 15 and 18, 1953. 


The “Proposed Settlement” provides in pertinent part as follows: 


I 


The following revised sheets of Mississippi’s F. P. C. gas tariff, original 
volume No. 1, being revised sheets agreed to by the parties hereto, shall be 
made effective forthwith by Commission order. The parties hereto further 
agree that such revised sheets shall be effective as of 7 a. m. of the date of 
issuance of such Commission order. The revised sheets in question, which 
have been identified in this record as exhibit No. 1, are: 

(1) Fourth revised sheet No. 1, superseding third revised sheet No.1; 

(2) Third revised sheet No. 4, superseding second revised sheet No. 4; 

(3) Second revised sheet No. 5, superseding first revised sheet No. 5 and 
original sheet No. 5a; 

(4) Third revised sheet No. 6, superseding second revised sheet No. 6; 

(5) First revised sheet No. 12, superseding original sheet No. 12; 

(6) First revised sheet No. 13, superseding original sheet No. 13; 

(7) Second revised sheet No. 14, superseding first revised sheet No. 14; 

(8) Second revised sheet No. 15, superseding first revised sheet No. 15; 

(9) First revised sheet No. 16, superseding origina] sheet No. 16; 

(10) First revised sheet No. 17, superseding original sheet No. 17; 

(11) First revised sheet No. 18, superseding original sheet No. 18; 

(12) First revised sheet No. 19, superseding original sheet No. 19; 

(13) First revised sheet No. 23, superseding original sheet No. 23; 

(14) Third revised sheet No. 24, superseding second revised sheet No. 24; and 

(15) First revised sheet No. 25, superseding original sheet No. 25 


a=. 


II 


After the issuance of the order by the Commission making the aforesaid re- 
vised tariff sheets effective, Mississippi will, by refunds or credits to its utility 
customers, adjust as promptly as possible its charges for natural gas sold to its 
utility customers for resale so that such charges will be the same as they would 
have been if the aforesaid revised sheets specified in paragraph I above had been 
in effect at all times after 7 a. m. on April 10, 1953. 


*The “Proposed Settlement” includes certain revised sheets of Mississippi’s F. P. C. 
gas tariff, original volume No. 1. The revised tariff sheets in question are exhibit No. 1 in 
the record of this proceeding. 
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Ill 


After the issuance of the order by the Commission making effective the afore- 
said revised tariff sheets specified in paragraph I above, Mississippi will as 
promptly as possible: 

(1) Dismiss and abandon, at its own cost, its certiorari proceeding in the 
United States Supreme Court to review the decision of the United States Court 
of Appeals for the Third Circuit heretofore rendered in Mississippi River Fuel 
Corp. v. Federal Power Commission, No. 10,868; and 

(2) Dismiss and abandon, at its own cost, its petition to review the order 
of the Commission issued August 4, 1952, in Commission docket No. G—1641, which 
review proceeding is now pending in the United States Court of Appeals for the 
District of Columbia Circuit, in Mississippi River Fuel Corp. v. Federal Power 
Commission, No. 11,630. 


IV 


The inclusion of 337 M. c. f. and 500 M. c. f., respectively, for the village of 
Dupo, Ill., and St. Charles Gas Corp., as the stated demands to be effective 
October 1, 1953, as set forth in the first revised sheet No. 25, and the making 
effective of such sheet and such stated demands therein set forth, shall not be 
construed as effecting any modification of the Commission’s order issued Sep- 
tember 2, 1952, as subsequently amended, in In the Matters of Mississippi River 
Fuel Corp., et al., docket Nos. G-1281, e¢ al., and, further, shall not be construed 
as relieving Mississippi from performing any acts or services authorized or re- 
quired by the aforesaid order, particularly by subparagraphs (D) (1) and (D) 
(2) of that order, as amended. 

Vv 


The parties hereto, in agreeing and consenting to the aforesaid revised tariff 
sheets specified in paragraph I above to be made effective forthwith by Commis- 
sion order, request that the Commission, by special provision in such order, waive 
compliance by Mississippi with the requirements of the Commission’s general 
rules and regulations, particularly part 154 thereof (18 C. F. R., part 154), to 
the extent necessary to permit such tariff sheets to become effective at 7 a. m. 
on the date of the issuance of such order. 


VI 


If United Gas Pipe Line Co. is required by any final order of the Commission 
which is accepted by United or becomes final in any court review or otherwise, in 
the proceedings in Commission docket No. G-2019 to refund to Mississippi any 
part of the charges now being collected under bond, such portion, if any, of such 
refund attributable to natural gas purchased from United by Mississippi after 
7 a.m. on April 10, 1953 * * * and resold to the utility customers of Mississippi, 
unless otherwise ordered by the Commission, shall be refunded to such utility 
customers. Such refund, if any, by Mississippi shall be made within 60 days 
after the receipt by Mississippi of any refund from United or after such order 
becomes final, whichever is later: The manner of determining the amount of 
any such refund attributable to sales for resale by Mississippi to its utility 
customers and of determining the amounts to be refunded to the respective utility 
customers of Mississippi is as follows: 

(1) The refund to Mississippi’s utility customers shall consist of 77.31 percent 
of the refund made by United to Mississippi in respect of any reduction in the 
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demand charges in United’s rates applicable to the period specified next above, 
plus 41.52 percent of the refund made by United to Mississippi in respect of 
any reduction in the commodity charges in United’s rates applicable for said 
period; and 

(2) The refund to Mississippi's utility customers, determined in accordance 
with subparagraph (1) next above, shall be refunded to Mississippi’s utility 
customers in proportion to the demand and commodity units, respectively, billed 
each utility customer during the period from 7 a. m. on April 10, 1953, to the time 
that United's reduced rates become effective. 


Vil 


If United Gas Pipe Line Co. is required by any final order or orders of the 
Commission, which are accepted by United or become final in any court review or 
otherwise, in the proceedings in Commission docket Nos. G—1142 and G-—2019, or 
either of them, to make any reduction in the rates to be charged or collected for 
natural gas sold by United to Mississippi, then Mississippi, unless otherwise 
ordered by the Commission, shall file with the Commission changes in its rate 
schedule F-1 to reduce the rates therein provided so as to pass oun to its utility 
customers the proper amount (not to be in excess of the amounts provided below) 
of any such rate reduction ordered and made effective by the Commission in 
respect of United’s rates. The said change in Mississippi's rate schedule F-1 is to 
be filed within 60 days after the date on which the order reducing United's rates 
becomes final, to be effective as of the date as of which the reduction in United’s 
rates is made effective. The manner of determining the amount of such rate 
reduction to be made by Mississippi attributable to reduced costs of gas pur- 
chased by Mississippi from United and to be applicable to sales for resale by 
Mississippi to its utility customers, is as follows: 

(1) The reduction in the monthly demand charge in rate schedule F—1 shall be 
determined by dividing one-twelfth of 77.31 percent of the annual reduction in 
the demand charges made effective in United’s rate schedules applicable to its 
sales to Mississippi by the number of billing demand units for the month in which 
the reduction in United’s rates becomes effective, but not less than 373,500. 

(2) The reduction in the commodity rate in Mississippi's rate schedule F-1 
shall be determined by dividing 41.52 percent of the annual reduction in the 
commodity charges made effective in United's rate schedules applicable to its sales 
to Mississippi by the total annual quantity of natural gas sold under rate schedule 
F-1 during the 12 months immediately preceding the first day of the month in 
which the reduction in United’s rates becomes effective. 

If, in ordering such rate reduction in United’s rates either the demand charge 
or commodity charge is increased, then the reduction to be made by Mississippi 
in the demand charge and commodity charge in rate schedule F-1 shall be varied 
to the extent necessary to carry out the purpose of having Mississippi pass on to 
its utility customers only the proper proportion of any such overall reduction of 
United’s rates. 


The revised sheets of Mississippi’s F. P. C. gas tariff, original volume 
No. 1, described in the “Proposed Settlement”, were tendered by Mis- 
sissippi on May 29, 1953, for filing with the Commission, subject to 
being made effective by Commission order in accordance with the 
agreement of the parties embodied in the aforementioned “Proposed 
Settlement”. 
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The revised tariff sheets in question include a proposed rate schedule 
F-1 providing a two-part rate with a demand charge of $1.80 per 
M. c. f. and a commodity charge of 17 cents per M. c. f., in place of the 
rate consisting of a demand charge of $2 and a commodity charge of 
18 cents embodied in the proposed tariff changes originally tendered 
on April 30, 1952 and resubmitted on April 10, 1953 and made effective 
under bond by the Commission’s order issued herein on April 24, 1953. 

The proposed new rate of $1.80 and 17 cents agreed upon by the 
parties provides that the billing demand is to be the actual demand, 
with a 12-month ratchet, but not more than the stated demand or 
less than 90 percent of the stated demand. 

The proposed tariff sheets specify, for Mississippi’s respective utility 
customers, certain stated demands to be effective until September 30, 
1953, and different stated demands to be effective commencing October 
1, 1953. The stated demands provided for on October 1, 1953, aggregate 
415,000 M. c. f. per day, which is approximately 92 percent (the re- 
maining 8 percent assigned to nonjurisdictional sales) of the designed 
delivery capacity projected for Mississippi’s system upon the installa- 
tion, which was completed in December, 1952, of the additional facili- 
ties covered by the certificate granted in docket No. G-1932 by the 
Commission’s order issued September 2, 1952, as amended, Jn the 
Matters of Mississippi River Fuel Corp., et al., docket Nos. G-1281, 
et al., exclusive of any capacity that may be available from Missis- 
sippi’s Waterloo Field gas storage project under exploration and devel- 
opment pursuant to certificate authorization granted by the order 
issued August 15, 1951, Jn the Matter of Mississippi Riwer Fuel Corp., 
docket Nos. G-1581,° 10 F. P. C. 1261. 

At the hearing on May 22, 1953, Commission staff counsel stated 
that the Commission’s staff, based upon its review of data available 
and in the circumstances of this case, recommended that the Commis- 
sion by order make effective the proposed revised tariff sheets, identi- 
fied as exhibit No. 1 herein, including the rate of $1.80 demand and 17 
cent commodity agreed to by the parties to this proceeding. The 
staff expressed the view that the revised tariff sheets in question, in- 
cluding the $1.80 demand and 17 cent commodity rate, are fair and 


*The stated demands provided for the village of Dupo, Ill., and St. Charles Gas Corp., 
represent their estimated first-year peak-day requirements as reflected in the proceedings 
In the Matters of Mississippi River Fuel Corp., et al., docket Nos. G-1281, et al., in which 
proceedings the Commission, by its order issued September 2, 1952, as amended, provided 
Mississippi was to make available not less than 915 M. c. f. per day to Dupo and 1,550 
M. c. f. per day to Gas Corp., their respective estimated third-year peak-day requirements. 
Paragraph IV of the “Proposed Settlement” provides that the proposed tariff sheets, if 
made effective in this proceeding, shall not be construed as either effecting any modifica- 
tion of the Commission’s aforesaid order of September 2, 1952, as amended, or relieving 
Mississippi from performing any acts or services authorized or required by such order, 
including service to Dupo and Gas Corp., which is scheduled to commence later this year. 
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reasonable for settling this proceeding and pending rate matters in- 
volving Mississippi. 

The hearing record discloses that the staff arrived at this rate by 
applying the principles approved by the Commission in other rate 
proceedings, particularly its aforesaid opinion No. 234 and order 
issued August 4, 1952, in docket No. G-1641 involving Mississippi, 
using the calendar year 1952 as a test year, with certain adjustments 
to reflect known changes, and that the rate base used consisted of the 
sum of net plant investment and working capital requirements. The 
net plant investment was determined by averaging the cost of plant 
in service per books, less reserves for depreciation and amortization 
per books. Working capital, including cash as well as materials and 
supplies, was computed in the usual manner, with a deduction of 75 
percent of the federal income tax accruals. 

The operating revenue deductions per the books for the year 1952, 
as set forth in Mississippi’s 1952 annual report to the Commission, 
were used as a starting point for developing the cost of service. Cer- 
tain adjustments to the recorded amounts were made as follows: 

(1) The cost of gas purchased was adjusted to give effect to known 
increases in the cost of gas under Mississippi’s gas purchase contracts. 
The gas purchased was further adjusted to eliminate gas sold to East 
Ohio Gas Co. and Texas Eastern Transmission Corp. considered to be 
nonrecurring. 

(2) The effect of a wage increase granted in September 1952 was 
included for the entire year. 

(3) Certain known nonrecurring expenses were eliminated, such 
as certain property taxes and expenses relating to underground stor- 
age operations. 

(4) Compressor stations purchased by Mississippi from Stupp 
Brothers Bridge & Iron Co. in 1952 were included in the rate base for 
the full year and the related rental charges excluded from the expense 
for the year. 

(5) Federal income taxes were computed, at current tax rates, upon 
a 6 percent rate of return. 

The cost of service included a return at 6 percent which is the same 
rate that was allowed by the Commission in the rate proceeding in- 
volving Mississippi in docket No. G-1641, in the Commission’s opin- 
ion No. 234 and order issued August 4, 1952. The cost of service was 
classified as between demand and commodity in accordance with the 
classification approved by the Commission in recent opinions, par- 
ticularly its aforesaid opinion No. 234 and order issued in docket No. 
G-1641. 

Of the total cost of gas purchased included in the adjusted total 
cost of service, approximately 60 percent represent gas purchased from 
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United Gas Pipe Line Co. In view of the pending rate proceedings 
involving tariffs of United (docket Nos. G-1142, G-1508, G-2019 and 
G-2074), the record here discloses it was agreed that provision, in 
accordance with paragraphs VI and VII of the “Proposed Settle- 
ment”, should be made, in any order making effective the revised tariff 
sheets, to require Mississippi to refund to its customers any reduction 
it may receive as a result of the Commission ordering reductions in 
the said United rate proceedings and, further, it was agreed that 
Mississippi would reduce its rates so as to pass on to its utility cus- 
tomers the proper part of any such reduction ordered and made effec- 
tive in the United rate proceedings, particularly docket Nos. G—-1142 
and G-2019. 

The settlement herein agreed to represents, on the basis of sales in 
1952, an annual rate increase to Mississippi’s utility customers of 
approximately $5,129,000, as contrasted to $6,579,000, the estimated 
annual increase under Mississippi’s rates now in effect under bond 
pursuant to the Commission’s order issued April 24, 1953. in this 
proceeding.® 

The “Proposed Settlement”, including the revised tariff sheets of 
Mississippi’s F. P. C. gas tariff, original volume No. 1, all as agreed 
to and submitted in this proceeding, and the consequent acceptance 
by the Commission for filing of the proposed revised tariff sheets, 
and the making of the same effective as hereinafter ordered upon the 
verms and conditions provided in the order, result in substantial sav- 
ings of time and money to the Commission, Mississippi, its utility 
customers and other interested persons, which might have otherwise 
been expended incident to extended, formal hearings and rate pro- 
ceedings, apart from the rate matters in litigation between Mississippi 
and the Commission. Consumers and the public will benefit by these 
savings and by the removal of the uncertainties that would be inci- 
dent to extended formal proceedings in this case and continuation 

® The estimated increases under the rates proposed by Mississippi and currently in effect 


under bond and the rates agreed to in the “Proposed Settlement,” based upon actual 1952 
sales, by utility customers, approximate: 


Increase 
Name of purchaser agreed to 


Arkansas Louisiana Gas Co , | $142, 000 
City of Altheimer, Ark 5, 000 4, 000 
Fort Smith Gas Corp.. 25, 000 
MidSouth Gas Co 2 303, 000 
Public Utilities Co. a, ie Sainicd nidntinedibndnabccvntaitetadidedhe , 18, 000 
Missouri Natural Gas Co 57, 277,000 
Laclede Gas Co ws . 


3, 710, 000 
Illinois Power Co 545, 000 


105, 000 
5, 129, 000 
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of the litigation now in progress. Accordingly, upon consideration 
of the foregoing and the entire record in this proceeding, the “Pro- 
posed Settlement” agreed to by all participants to the proceeding, 
including the revised tariff sheets submitted herein, the Commission 
further finds: 

(1) The aforesaid “Proposed Settlement” submitted herein on May 
22, 1953, together with the proposed revised sheets of Mississippi’s 
F. P. C. gas tariff, original volume No. 1, reflects a just and reasonable 
basis for settlement in the public interest, under the Natural Gas Act, 
of this proceeding concerning the increased rates and other tariff 
changes resubmitted by Mississippi on April 10, 1953, and made ef 
fective under bond and subject to refund by the Commission’s ordez 
issued herein on April 24, 1953, for the sale of natural gas in inter- 
state commerce for resale; and, accordingly, such “Proposed Settle- 
ment”, together with the proposed revised sheets of Mississippi’s 
F. P. C. gas tariff, original volume No. 1, which sheets are identified 
herein as exhibit No. 1 and were by Mississippi on May 29, 1953, ten- 
dered for filing with the Commission, should be accepted and made 
effective as hereinafter provided and ordered, subject to the terms 
and conditions stated in the order. 

(2) The increased rates and other tariff changes embodied in the 
sheets of Mississippi's F. P. C. gas tariff, original volume No. 1, which 
sheets were resubmitted by Mississippi on April 10, 1953, and made 
effective under bond and subject to refund by the Commission’s order 
issued herein on April 24, 1953, are not just, reasonable, or lawful 
under the Natural Gas Act; and, accordingly, the aforesaid increased 
rates and other tariff changes should be disallowed and denied and 
the said tariff sheets should be cancelled, as hereinafter provided and 
ordered. 

(3) The acceptance of the aforesaid “Proposed Settlement” and 
the making effective of the aforesaid revised sheets of Mississippi’s 
F. P. C. gas tariff, original volume No. 1, as agreed to and submitted 
as part of the said “Proposed Settlement”, as hereinafter provided 
and ordered, is appropriate and in the public interest in carrying out 
the provisions of the Natural Gas Act. 

The Commission orders: 

(A) The increased rates and other tariff changes embodied in the 
sheets of Mississippi’s F. P. C. gas tariff, original volume No. 1, which 
were resubmitted by Mississippi on April 10, 1953, and made effective 
under bond and subject to refund by the Commission’s order issued 
herein on April 24, 1953, be and the same are hereby disallowed and 
denied ; and, the said tariff sheets, be and the same are hereby cancelled. 

(B) The aforesaid “Proposed Settlement” submitted herein on 
May 22, 1953, together with the revised sheets of Mississippi’s F. P. C 
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gas tariff, original volume No. 1, which sheets were tendered for filing 
on May 29, 1953, in accordance therewith, be and the same is hereby 
accepted, and the said revised tariff sheets, be and the same are hereby 
allowed to take effect as of the date of the issuance of this order, sub- 
ject to the terms and conditions of this order. 

(C) The aforesaid revised sheets of Mississippi’s F. P. C. gas tariff, 
original volume No. 1, made effective by paragraph (B) hereof, shall 
be deemed to have been filed and published in compliance with the 
Natural Gas Act and the Commission’s general rules and regulations, 
particularly part 154 thereof (18 C. F. R., Part 154). 

(D) Within 60 days next following the issuance of this order, 
Mississippi shall, in accordance with the provisions of paragraph II, 
of the aforesaid “Proposed Settlement” and of paragraph (D) of the 
Commission’s order issued herein on April 24, 1953, by refunds or 
credits to its utility customers, adjust its charges for natural gas sold, 
since 7 a. m. on April 10, 1953, to its utility customers for resale so that 
such charges will be the same as they would have been if the aforesaid 
revised tariff sheets, made effective by paragraph (B) hereof, had been 
in effect at all times after 7 a.m. on April 10, 1953. 

(E) Within 75 days next following the issuance of this order, 
Mississippi shall : 

(1) Submit to the Commission five copies of a report, in writing and 
under oath, certifying to the Commission that it has fully complied 
with paragraph (D) of this order, and setting forth a detailed state- 
ment showing the method of calculation and the amounts of payments 
of all refunds and of all credits, as well as the dates thereof; and, 

(2) Obtain and submit with the aforesaid report a receipted satis- 
faction or release from each of its utility customers evidencing dis- 
charge of Mississippi’s liability to make such refunds and credits. 

(F) Mississippi shall, in accordance with paragraphs VI and 
VII of the aforesaid “Proposed Settlement” submitted herein on May 
22, 1953, unless otherwise ordered by the Commission, make the re- 
funds and file the changes in its rate schedule F-1, if United Gas Pipe 
Line Co. is required by any final order or orders of the Commission, 
which are accepted by United or become final in any court review or 
otherwise, to make any refunds or rate reductions in Mississippi in the 
proceedings pending in Commission docket Nos. G-1142 and G-2019, 
or in either of them. 

(G) After the issuance of this order Mississippi shall, as promptly 
as possible, dismiss and abandon at its own cost: 

(1) Its petition for writ of certiorari in the United States Supreme 
Court to review the decision of the United States Court of Appeals for 
the Third Circuit heretofore rendered in Mississippi River Fuel Corp. 
v. Federal Power Commission, No. 10868, and, 
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(2) Its petition for review of the order of the Commission issued 
August 4, 1952 in Commission docket No. G-1641 which review pro- 
ceeding is now pending in the United States Court of Appeals for the 
District of Columbia Circuit in Mississippi River Fuel Corp. v. Fed- 
eral Power Commission, No. 11630, 


all in accordance with the agreement contained in paragraph ITT of the 
aforesaid “Proposed Settlement” submitted herein on May 22, 1953. 

(H) Subparagraph (D) (5) and paragraphs (E) and (F) of the 
Commission’s order issued herein on April 24, 1953, respecting the 
filing by Mississippi of a corporate bond, be and the same are hereby 
rescinded effective as of the date of the issuance of this order. 

(I) The proceeding in docket No. G-2153 be and the same is hereby 
terminated, subject to the terms and conditions contained in this order. 

(J) This order is without prejudice to any findings or orders which 
have been or may hereafter be made by the Commission in any pro- 
ceedings now pending or hereafter instituted by or against Mississippi, 
or any other companies or persons. 


Chairman Kuykenpa.t not participating. 


In THE MATTER OF 
ALABAMA-TENNESSEE NATURAL GAS COMPANY 
Proceeding on Proposed Rate Settlement 
Docket Nos. G-2070 and G-2096 


June 25, 1953* 
Syllabus 


Commission allows a rate increase by Alabama-Tennessee to take effect under 
the Natural Gas Act in settlement of a rate proceeding, and orders Alabama- 
Tennessee in accordance with the settlement to refund to its resale customers 
the increased rates which have been under bond. P.170. 


Robert E. May, Stanley M. Morley, and David I. Day, Jr., for 
Alabama-Tennessee Natural Gas Co. 
Albert J. Feigen for the Federal Power Commission staff. 


By THe CoMMISSION : 
Opinion 


These are rate proceedings arising on rate filings made by Alabama- 
Tennessee Natural Gas Co. (Alabama-Tennessee) to increase its rates 


*Designated Commission opinion No. 254. 
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and charges. There is presently before us for approval a “Propdsed 
Settlement,” executed by all parties to the proceedings, for settlement 
of the proceedings on an agreed-upon rate increase. Upon considera- 
tion of the record, as hereinafter set forth, we approve the “Proposed 
Settlement,” permitting the agreed-upon rate increase to become 
effective and terminating the proceedings. 

On August 18, 1952, Alabama-Tennessee filed with the Commission, 
pursuant to section 4(d) of the Natural Gas Act, its third revised 
sheet No. 4 and first revised sheets Nos. 5, 6, and 7 to its F. P. C. 
gas tariff, original volume No. 1, to take effect as of September 18, 
1952, and containing increased rates and charges. 

By the aforesaid tariff changes, Alabama-Tennessee proposed a 
two-part, demand-commodity rate which would increase its rates and 
charges by about $311,000 annually, based upon seven months’ actual 
and five months’ estimated sales for the 12-month period ending 
September 30, 1953,1 over the uniform straight commodity rate which 
became effective May 1, 1952, pursuant to the Commission’s opinion 
No. 226 and accompanying order issued Jn the Matter of Alabama- 
Tennessee Natural Gas Co., docket No. G—-585, 11 F. P. C. 75, affirmed, 
Alabama-Tennessee Natural Gas Co. v. F. P. C., 203 F. 2d 494 (Nos. 
10,766 and 10,791, C. A. 3, April 1, 1953). 

On September 16, 1952, pending a hearing and the Commission’s 
decision upon the question of the lawfulness of the changes proposed 
by Alabama-Tennessee, the Commission issued an order in docket No. 
G-2070, 11 F. P. C. 1294, suspending the aforementioned proposed 
tariff sheets until February 18, 1953, and until such further time there- 
after as said proposed sheets might be made effective in the manner 
prescribed by the Natural Gas Act (act). 

Thereafter, upon motion of Alabama-Tennessee, the Commission, 
by order issued March 5, 1953, in docket No. G-2070, made the pro- 
posed increase in rates effective under bond as of February 18, 1953, 
subject to refund, if so ordered, upon conclusion of the proceedings. 

On October 31, 1952, Alabama-Tennessee also filed with the Com- 
mission its original sheets Nos. 7-A and 7-B to its F. P. C. gas tariff, 
original volume No. 1, proposing to institute a penalty charge of 
$10.00 per M. c. f. of gas taken without prior approval in excess of 1 
percent over the contracted maximum daily delivery obligation. 

On December 2, 1952, pending a hearing and the Commission’s 
decision upon the question of the lawfulness of the penalty provision 
proposed by Alabama-Tennessee, the Commission, in docket No. 
G-2096, 11 F. P. C. 1493, issued an order granting Alabama-Tennessee 
special permission for the filing of said proposed original sheets Nos. 
1 Under the filing of August 18, 1952, the estimated increase amounted to approximately 


$313,220 annually, based upon sales estimated for the entire 12-month period ending 
September 30, 1953. 
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7-A and 7-B, in accordance with section 154.66(c) of the Commis- 
sion’s rules, and suspending said proposed tariff sheets until May 1, 
1953, and until such further time thereafter as said proposed sheets 
might be made effective in the manner prescribed by the act. 

By orders issued April 8 and 24, 1953, the Commission fixed May 
25, 1953 (later postponed to June 8, 1953), as the date for public 
hearing concerning the lawfulness of the rates, charges, classifications, 
and services contained in Alabama-Tennessee’s F. P. C. gas tariff, 
original volume No. 1, as amended by third revised sheet No. 4, first 
revised sheets Nos. 5, 6 and 7, and original sheets Nos. 7-A and 7-B, 
and specified the procedure to be followed at the hearing.” 

After due notice and pursuant to the Commission’s orders the hear- 
ing in these consolidated proceedings was convened on June 8, 1953, 
with representatives of Alabama-Tennessee, all interveners, and the 
Commission staff appearing. Thereafter, on motion of counsel for 
Alabama-Tennessee, concurred in by all interveners and Commission 
staff counsel, the presiding examiner recessed the hearing from day to 
day for the purpose of affording all participants in these proceedings 
an opportunity to confer with a view to effecting a proposed settle- 
ment of the issues involved. 

On June 11, 1953, there was presented in the record of these proceed- 
ings a “Proposed Settlement” * which had been developed and agreed 
to in the conference sessions held on June 8, 9, 10 and 11, 1953. 


The “Proposed Settlement” provides in pertinent part as follows: 


I 


The following revised sheets of Alabama-Tennessee’s F. P. C. gas tariff, original 
volume No. 1, being revised sheets agreed to by the parties hereto, shall be made 
effective forthwith by order of the Commission. The parties hereto further 
agree that such revised sheets shall be effective as of the date of issuance of 
such order of the Commission. The revised sheets in question, which have been 
identified in the record of these proceedings as exhibit No. 1, are: 

(1) Fourth revised sheet No. 4 superseding third revised sheet No. 4; 

(2) Second revised sheet No. 5 superseding first revised sheet No. 5; 

(3) Second revised sheet No. 6 superseding first revised sheet No. 6; 

(4) Second revised sheet No. 7 superseding first revised sheet No. 7; 

(5) First revised sheet No. 7-A superseding original sheet No. 7-A; 

(6) First revised sheet No. 7-B superseding original sheet No. 7-B; 

(7) Second revised sheet No. 25 superseding first revised sheet No. 25. 


20On May 21, 1953, Alabama-Tennessee filed with the Commission in docket No. G—2070 
proposed second revised sheet No. 5, superseding first revised sheet No. 5 to its tariff, 
and first revised sheet No. 7—A, superseding original sheet No. 7—A in docket No. 
G—2096. Said filings were withdrawn on June 12, 1953, in accordance with the terms 
of the “Proposed Settlement.” 

’The “Proposed Settlement” includes certain revised sheets of Alabama-Tennessee’s 
F. P. C. gas tariff, original volume No. 1. Said revised tariff sheets comprise exhibit No. 1 
in the record of these proceedings, 
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II 


Within 60 days after the issuances of the order by the Commission making the 
aforesaid revised tariff sheets effective, Alabama-Tennessee will, by refunds or 
credits, to its resale customers, bearing interest in accordance with the Com- 
mission’s order issued March 5, 1953, in docket No. G—-2070 adjust its charges for 
natural gas sold to its resale customers so that such charges will be the same as 
they would have been if the aforesaid revised sheets specified in paragraph I 
above had been in effect at all times on and after February 18, 1953. 


Ill 


Alabama-Tennessee represents that it will not file a petition for a writ of 
certiorari in the Supreme Court of the United States to review the decision of 
the United States Court of Appeals for the Third Circuit heretofore rendered in 
Alabama-Tennessee Natural Gas Co. v. Federal Power Commission, Nos. 10,766 
and 10,791, in the event the Commission makes effective the aforesaid revised 
tariff sheets specified in paragraph I above. 


IV 


Alabama-Tennessee will forthwith withdraw the aforesaid second revised sheet 
No. 5 superseding first revised sheet No. 5 filed on May 19, 1953, in docket No. 
G-2070, and proposed first revised sheet No. 7-A superseding original sheet No. 
7-A, filed on May 19, 1953, in docket No. G—2096. 


u 


The parties hereto, in agreeing and consenting to the aforesaid revised tariff 
sheets specified in paragraph I above to be made effective forthwith by order of 
the Commission, request that the Commission, by special provision in such 
order, waive compliance by Alabama-Tennessee with the requirements of the 
Commission’s rules and regulations, particularly part 154 thereof (18 C. F. R., 
part 154), to the extent necessary to permit such tariff sheets to become effective 
on the date of the issuance of such order. 


VI 


If Tennessee Gas Transmission Co. is required by any final order of the 
Commission which is accepted by Tennessee or becomes final in any court review 
or otherwise, in the proceedings at Commission docket No. G-—2052 to refund 
to Alabama-Tennessee any part of the charges now being collected under bond 
in that proceeding, such portion, if any, of such refund attributable to natural 
gas purchased from Tennessee by Alabama-Tennessee on and after February 
18, 1953, and sold by Alabama-Tennessee to its resale customers, unless other- 
wise ordered by the Commission, shall be refunded to such resale customers. 
Such refund, if any, by Alabama-Tennessee shall be made within 60 days after 
receipt by Alabama-Tennessee of any refund from Tennessee or after such order 
becomes final, whichever is later. The manner of determining the amount of 
any such refund attributable to sales for resale by Alabama-Tennessee to its 
resale customers and of determining the amounts to be refunded to the respec- 
tive resale customers of Alabama-Tennessee is as follows: 

(1) With respect to resale customers whose charges for natural gas during 
the period specified (between February 18, 1953, and the time Tennessee’s re- 
duced rates become effective) have been based upon Alabama-Tennessee’s rate 
schedule G—1, as agreed upon in these proceedings, the total charges paid dur- 
ing such period shall be recomputed by applying said rate schedule G-1 to the 
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billing units for such period, after reducing or increasing the unit demand and 
commodity charges of such rate schedule G-1, as agreed upon in this proceeding, 
by an amount equal to the reduction or increase in the unit demand and com- 
modity charges of Tennessee Gas Transmission Co.’s rate schedule G-1, gen- 
eral service (southern zone) below $1.80 per M. c. f. per month demand and 14.8 
cents per M. c. f. of commodity, respectively. 

(2) With respect to resale customers whose charges for natural-gas service 
during the period specified (between February 18, 1953 and the time Tennessee’s 
reduced rates become effective) have been based upon Alabama-Tennessee’s rate 
schedule SG-1, as agreed upon in this proceeding, the total charges paid dur- 
ing such period shall be recomputed by applying to the billing units for such 
period a straight rate equal to the 50 percent load factor charge (computed to 
the nearest 1/10 of 1 cent) which would result from application of Alabama- 
Tennessee’s rate schedule G—1, with unit charges changed to reflect the reduc- 
tion in Tennessee Gas Transmission Co.’s rate schedule G—1, as described in 
subparagraph (1) above. 

(3) The charges to Alabama-Tennessee’s resale customers as recomputed in 
accordance with subparagraphs (1) and (2) next above shall be subtracted from 
the charges collected by Alabama-Tennessee during the period in question from 
its resale customers under its rate schedules G—1 and SG—1 as agreed upon in 
this proceeding and the excess collected, if any, shall be refunded to Alabama- 
Tennessee’s resale customers. Such excess plus interest at the rate of 6 percent 
per annum from February 18, 1953 until refunded shall constitute the refund. 

(4) Alabama-Tennessee shall bear all costs of any refunding; shall keep accu- 
rate accounts in detail of all amounts received by reason of the rates agreed 
upon in this proceeding and charges for each billing period, specifying by whom 
and in whose behalf such amounts were paid, and reporting in writing and 
under oath to the Commission within 30 days after payment of such refunds, 
for each billing period, the names of the purchasers, the billing determinants 
and volumes of natural gas sales to each of such purchasers and the revenues 
resulting therefrom, as computed under the rates agreed upon in this proceeding 
and under the rates computed in accordance with subparagraphs (1) and (2) 
above, together with the difference in the revenues so computed. 


VII 


If Tennessee Gas Transmission Co. is required by any final order or orders of 
the Commission, which are accepted by Tennessee or become final in any court 
review or otherwise, in the proceedings in Commission docket No. G—2052, to 
make any reduction in the rates to be charged or collected for natural gas sold 
by Tennessee to Alabama-Tennessee, then Alabama-Tennessee, unless otherwise 
ordered by the Commission, shall file with the Commission changes in its 
rate schedules G-1 and SG-—1 as agreed upon in this proceeding to reduce the 
rates therein provided, so as to pass on to its resale customers such rate reduc- 
tion. The amounts by which the rates in such rate schedules G-1 and SG-1 
shall be reduced below the rates agreed upon in this proceeding shall be 
determined as follows: 

(1) With respect to rate schedule G-1 the unit demand and commodity charges 
shall be reduced or increased by the same amount that the corresponding unit 
charges of Tennessee Gas Transmission Co.’s rate schedule G—1, general service 
(southern zone) are reduced or increased from $1.80 per M.c.f. per month 
demand and 14.8 cents per M.c.f. of commodity as a result of the proceedings at 
docket No. G—2052. 

(2) With respect to rate schedule SG-1 the straight commodity rate pro- 
vided therein shall be reduced to a level equivalent to the average charge (com- 
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puted to the nearest Yoth of 1 cent) which would result from the application of 
the reduced or increased demand and commodity charges of Alabama-Tennessee’s 
rate schedule G-1, determined in accordance with subparagraph (1) next above, 
at 50 percent load factor. 

The said change in Alabama-Tenneessee’s rate schedules G-1 and SG-1 is to 
be filed within 60 days after the date on which the order reducing Tennessee 
Gas Transmission Co.’s rates becomes final, to be effective as of the date on which 
the reduction in Tennessee Gas Transmission Co.’s rates is made effective. 

The revised sheets of Alabama-Tennessee’s F. P. C. gas tariff, 
original volume No. 1, described in the “Proposed Settlement,” were 
tendered for filing by Alabama-Tennessee on June 12, 1953, subject 
to being made effective by order of the Commission in accordance 
with the agreement of the parties. 

The revised tariff sheets in question include proposed rate schedules 
G-1 and SG-1 which provide respectively for the establishment of 
a new rate structure for Alabama-Tennessee consisting of a two-part 
rate with a demand charge of $2.70 per M.c.f. per month and a com- 
modity charge of 1814 cents available to all customers, and an optional 
straight commodity rate of 3614 cents per M.c.f. available only to 
small customers who have not taken more than 1,000 M.c.f. of gas per 
day on any three days in any month or on any two consecutive days. 

These new rates are in place of and in contrast to the rate consisting 
of a demand charge of $3 and a commodity charge of 22 cents embodied 
in the proposed tariff changes originally tendered on August 18, 1952, 
which have been effective under bond subject to refund. 

The straight commodity rate of 3614 cents per M.c.f. for small 
customers is designed to be equivalent to the 50 percent load factor 
price under which the proposed new two-part rate was computed. 

The proposed new two-part rate of $2.70 demand and 1814 cent 
commodity agreed upon by the parties provides that the billing de- 
mand is to be the actual demand with a 12-month ratchet, but not 
less than 60 percent of the agreed maximum obligation provided in 
the service agreement between the buyer and Alabama-Tennessee. 

At the hearing on June 11, 1953, Commission staff counsel stated 
that the Commission staff, based upon its study, review and analysis 
of the data obtained during the course of its field examination of 
Alabama-Tennessee’s books and records, its review of data made avail- 
able to the staff by the interveners in these proceedings, information 
supplied during the course of the conferences by representatives of 
Alabama-Tennessee, and in the particular circumstances of these 
proceedings, recommends that the Commission by order make effective 
the proposed revised tariff sheets, identified as exhibit No. 1 herein. 
The Commission staff expressed the view that said proposed revised 
tariff sheets, including the new rates and charges, are fair and reason- 
able for settling these rate proceedings. 
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The record in these proceedings discloses that the proposed rates 
were arrived at by applying the principles approved by the Com- 
mission in other rate proceedings, using the 12-months period from 
October 1, 1952, to September 30, 1953, as a test year, with operating 
expenses based upon the 12-months actual experience ended March 
31, 1953, adjusted for known changes to September 30, 1953. 

The rate base used for the purposes of the proposed settlement con- 
sisted of the sum of net plant investment and working capital require- 
ments. The net plant in service for the test year of October 1, 1952 
to September 30, 1953, is based upon book amounts, as adjusted for the 
period ended April 30, 1953, and the estimated changes in net plant 
in service for the 5-month period ending September 30, 1953. Working 
capital, including cash as well as materials and supplies, was computed 
in the usual manner, with a deduction of 80 percent of the Federal 
income tax based upon a 6 percent rate of return. 

Certain adjustments to the recorded net investment in plant were 
made, consistent with the Commission’s opinion No. 226 in Alabama- 
Tennessee Natural Gas Co., supra, as follows: 

(1) Purchase and sales contract expenses were eliminated. 

(2) Commitment fees relating to bond issues were eliminated. 

Expenses relating to Alabama-Tennessee’s application for addi- 
tional gas supply from Texas Eastern Transmission Corp. at docket 
No. G-1473 were also eliminated from the plant account, since Alaba- 
ma-Tennessee’s efforts did not meet with success. 

With respect to the cost of service, operating revenue deductions 
were based on the latest 12-months of actual experience of Alabama- 
Tennessee ended March 31, 1953, adjusted for certain known changes 
to reflect the test year ended September 30, 1953. The adjustments to 
operating revenue deductions consisted of the following: 

(1) The cost of gas purchased was adjusted to give effect to known 
increases in the cost of gas which are being paid under Alabama- 
Tennessee’s present gas purchase contracts. 

(2) The effect of wage increases and the establishment of pension 
funds were included and adjusted to reflect the test year. 

(3) Certain adjustments were made as a result of the elimination of 
purchase and sales contract expenses and commitment fees from 
plant account. 

(4) Rate case expenses were adjusted to give effect to a 5-year 
amortization period consistent with the Commission’s treatment of 
such costs at docket No. G—-585. 

(5) Certain nonrecurring expenses were also eliminated from the 
test, period. 

(6) Federal and State income taxes were computed at current tax 
rates, based upon a 6 percent rate of return. 
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The cost of service includes a return at 6 percent, which is the 
same rate allowed by the Commission in the rate proceeding involving 
Alabama-Tennessee at docket No. G-585, Alabama-Tennessee Natural 
Gas Co., opinion No, 226, supra. 

The cost of service was assigned as between demand and commodity 
in accordance with principles approved by the Commission in recent 
opinions, particularly Atlantic Seaboard Corp., opinion No. 225, de- 
cided April 23, 1952, 11 F. P. C. 43. 

At the hearing the Commission staff expressed the view that this 
approach is now proper for the Alabama-Tennessee system in lieu of 
the straight commodity allocation employed in opinion No. 226, supra, 
because, inter alia, sales on the Alabama-Tennessee system have reached 
the point where a substantial amount of excess capacity no longer 
exists. 

The total cost of gas purchased, included in the adjusted total cost 
of service, represents all of Alabama-Tennessee’s gas purchases, which 
gas purchases are made from Tennessee Gas Transmission Co. In 
view of the pending rate proceedings involving Tennessee Gas Trans- 
mission Co. at docket No. G-2052, the record in these proceedings dis- 
closes that it was agreed by the parties that provision, in accordance 
with paragraphs VI and VII of the “Proposed Settlement,” should be 
made, in any order making effective Alabama-Tennessee’s proposed 
revised tariff sheets, to- require Alabama-Tennessee to refund to its 
customers any refund it may receive as a result of a Commission order 
in docket No. G-2052 disallowing Tennessee Gas Transmission Com- 
pany’s rates, in whole or in part, and it was agreed further that 
Alabama-Tennessee would reduce its rates for the future so as to pass 
on to its resale customers the proper part of any such reduction ordered 
and made effective in the Tennessee Gas Transmission Co. rate pro- 
ceedings at docket No. G-2052. 

The proposed revised tariff sheets comprising exhibit No. 1 in these 
proceedings do not contain a penalty of $10 per M. c. f. of gas taken 
without prior approval in excess of 1 percent over the contracted 
maximum daily delivery obligation, as originally proposed by Ala- 
bama-Tennessee in its original sheets Nos. 7—A and 7-B to its F. P. C. 
gas tariff, original volume No. 1, suspended by order of the Commis- 
sion issued December 2, 1952, in docket No. G-2096. The proposed re- 
vised tariff sheets, as agreed to by the parties, represent an elimination 
of the issues raised by the aforesaid suspended filings in docket No. 
G-2096. 

Alabama-Tennessee represents, as a part of the “Proposed Settle- 
ment,” agreed to by all the parties, that it will not file a petition for a 
writ of certiorari in the Supreme Court of the United States to review 
the decision of the United States Court of Appeals for the Third Cir- 
cuit heretofore rendered on April 1, 1953, in Alabama-Tennessce 
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Natural Gas Co. v. F. P. €., 203 F. 2d 494, in the event the Com- 
mission makes effective the aforesaid revised tariff sheets comprising 
exhibit No. 1 in these proceedings 

The settlement herein approved represents, on the basis of sales made 
and estimated for the period of October 1, 1952, to September 30, 1953, 
an annual rate increase to Alabama-Tennessee’s resale customers of 
approximately $148,000, as contracted to approximately $311,000, the 
estimated annual increase under Alabama-Tennessee’s rates now in 
effect under bond pursuant to the order of the Commission issued 
March 5, 1953, at docket No. G-2070. 

The “Proposed Settlement,” including the revised tariff sheets of 
Alabama-Tennessee’s F. P. C. gas tariff, original volume No. 1, all as 
agreed to and submitted in these proceedings, and the consequent 
acceptance by the Commission for filing of the proposed revised tariff 
sheets, and the making of the same effective as hereinafter ordered 
upon the terms and conditions provided in the order, result in sub- 
stantial savings of time and money to the Commission, Alabama- 
Tennessee, and its resale customers, which might otherwise have been 
expended incident to the extended, formal hearings and rate proceed- 
ings, apart from the rate matter in litigation between Alabama-Ten- 
nessee and the Commission. By such savings and by the removal of 
the uncertainties which would be incident to extended formal pro- 
ceedings in these proceedings and the continuation of litigation still in 
progress, consumers and the public will derive great benefit. Accord- 
ingly, upon consideration of the foregoing and the entire record in 
these proceedings, the “Proposed Settlement” agreed to by all the par- 
ticipants to these proceedings, including the proposed revised tariff 
sheets submitted herein, the Commission further finds: 

(1) The aforesaid “Proposed Settlement” submitted herein on 
June 11, 1953, together with the proposed revised sheets of Alabama- 
Tennessee’s F. P. C. gas tariff, original volume No. 1, reflects a just 
and reasonable basis for settlement in the public interest, in accord- 
ance with the terms and provisions of the Natural Gas Act, of these 
proceedings concerning the increased rates and charges made effec- 
tive under bond and subject to refund by order of the Commission 
issued in docket No. G-2070 on March 5, 1953, and other tariff 
changes filed on October 31, 1952, and suspended by order of the 
Commission issued in docket No. G-2096 on December 2, 1952, 11 
F. P. C. 1493 for the sale of natural gas in interstate commerce for re- 
sale; and, accordingly, such “Proposed Settlement,” together with 
the proposed revised sheets of Alabama-Tennessee’s F. P. C. gas 
tariff, original volume No. 1, which sheets are identified herein as 
exhibit No. 1 and were tendered for filing with the Commission by 
Alabama-Tennessee on June 12, 1953, should be accepted and made 
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effective as hereinafter provided and ordered, subject to the terms 
and conditions stated in the order. 

(2) The increased rates and charges and other tariff changes em- 
bodied in the sheets of Alabama-Tennessee’s F. P. C. gas tariff, 
original volume No. 1, which sheets were filed with the Commission 
on August 18, 1952, and made effective under bond and subject to re- 
fund by order of the Commission issued in docket No. G-2070 on 
March 5, 1953, and the other tariff changes filed on October 31, 1952, 
and suspended by order of the Commission in docket No. G-2096 on 
December 2, 1952, are not just, reasonable, or lawful under the terms 
and provisions of the Natural Gas Act; and, accordingly, the aforesaid 
increased rates and charges and other tariff changes should be dis- 
allowed and denied, as hereinafter provided and ordered. 

(3) Approval of the aforesaid “Proposed Settlement” and accept- 
ance of the aforesaid revised sheets of Alabama-Tennessee’s F. P. C. 
gas tariff, original volume No. 1, as agreed to and submitted as part 
of the said “Proposed Settlement,” as hereinafter provided and 
ordered, is appropriate and in the public interest in carrying out the 
provisions of the Natural Gas Act. 

The Commission orders: 

(A) The increased rates and charges and other tariff changes em- 
bodied in the sheets of Alabama-Tennessee’s F. P. C. gas tariff, ori- 
ginal volume No. 1, which were filed with the Commission by Ala- 
bama—Tennessee on August 18, 1952, and made effective under bond 
and subject to refund by order of the Commission issued in docket 
No. G-2070 on March 5, 1953, and those tariff changes which were 
filed with the Commission by Alabama-Tennessee on October 31, 
1952, and suspended by order of the Commission issued in docket No. 
G-2096 on December 2, 1952, be and the same are hereby disallowed 
and denied. 

(B) The aforesaid “Proposed Settlement” submitted herein on 
June 11, 1953, together with revised tariff sheets of Alabama-Ten- 
nessee’s F. P. C. gas tariff, original volume No. 1, which sheets were 
tendered for filing on June 12, 1953, in accordance therewith, be and 
the same is hereby approved, and the said revised tariff sheets, be and 
the same are hereby allowed to take effect as of the date of the issuance 
of this order, subject to the terms and conditions of this order. 

(C) The aforesaid revised tariff sheets of Alabama-Tennessee’s 
F. P. C. gas tariff, original volume No. 1, made effective by paragraph 
(B) hereof, shall be deemed to have been filed and published in com- 
pliance with the terms and provisions of the Natural Gas Act and the 
Commission’s general rules and regulations, particularly part 154 
thereof (18 C. F. R., part 154). 

(D) Within 60 days next following the issuance of this order, Ala- 
bama-Tennessee shall, in accordance with the provisions of paragraph 
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II of the aforesaid “Proposed Settlement” and of paragraph (A) of 
the order of the Commission issued in docket No. G-2070 on March 5, 
1953, by refunds or credits to its resale customers, adjust its charges 
for natural gas sold since February 18, 1953, to its customers for resale 
so that such charges will be the same as they would have been if the 
aforesaid revised tariff sheets, made effective by paragraph (B) 
hereof, had been in effect at all times on and after February 18, 1953. 

(E) Within 75 days next following the issuance of this order, Ala- 
bama-Tennessee shall : 

(1) Submit to the Commission five copies of a report, in writing 
and under oath, certifying to the Commission that it has fully com- 
plied with paragraph (D) of this order, and setting forth a detailed 
statement showing the method of calculation and the amounts of pay- 
ments of all refunds and of all credits, as well as the dates thereof; 
and 

(2) Obtain and submit with the aforesaid report a receipted satis- 
faction or release from each of its resale customers evidencing dis- 
charge of Alabama-Tennessee’s liability to make such refunds and 
credits. 

(F) Alabama-Tennessee shall, in accordance with paragraphs VI 
and VII of the aforesaid “Proposed Settlement”, unless otherwise 
ordered by the Commission, make the refunds and file the changes in 
its rate schedules G-1 and SG-1, if Tennessee Gas Transmission Co. 
is required by order or orders of the Commission, which are accepted 
by Tennessee Gas Transmission Co. or become final in any court 
review or otherwise, to make any refunds or rate reductions to Ala- 
bama-Tennessee in the proceeding pending in docket No. G—2052. 

(G) Paragraphs (A), (B) and (C) of the order of the Commission 
issued in docket No. G-2070 on March 5, 1953, respecting the filing by 
Alabama-Tennessee of a corporate bond, be and the same are hereby 
rescinded effective as of the date of the issuance of this order. 

(H) The proceedings in docket Nos. G-2070 and G—-2096 be and the 
same are hereby terminated, subject to the terms and conditions con- 
tained in this order. 

(1) This order is without prejudice to any findings or orders which 
have been or may hereafter be made by the Commission in any pro- 
ceedings now pending or hereafter instituted, by or against Alabama- 
Tennessee Natural Gas Co., or any other companies or persons. 
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In THE MATTER oF 


POWER AUTHORITY OF THE STATE OF NEW YORK 


Application for License for Major Project 
Project No. 2000 
July 15, 1953* 


Syllabus 


1. Congress, through the Boundary Waters Treaty of 1909 and the Federal 
Power Act, has provided the legal machinery, whereby full authority for 
the construction of a power plant and dam located in two countries may 
be secured within the United States for a State agency. P. 176. 

2. Where a power plant is located in two countries, Commission may issue a 
major license for the part located in the United States, since that part is 
a “complete unit of development” within the meaning of section 3 (11) of 
the Federal Power Act. P. 176. 

8. The provision in section 14 of the Federal Power Act, which requires a 
licensee to agree to the recapture of its project at the end of the license 
period, is not incompatible with State constitutional and statutory pro- 
visions retaining in the State, ownership and control over State navigable 
waters. P. 176. 

4. Commission decides that the power from the proposed project should be made 
available not only in New York State, but also within economic trans- 
mission distance in nearby States because of the national interest involved. 
Patt 

5. Commission has no authority under the Federal Power Act to require the 
licensee in selling power to give preference to public bodies and coopera- 
tives. P. 178. 

6. Commission issues to the Power Authority of the State of New York under 
section 4 (e) of the Federal Power Act a license covering power facilities 
to be located in the International Rapids section of the St. Lawrence 
River. P. 185. 


SmirnH, Commissioner, concurring. 
Dory, Commissioner, concurring. 


By THe CoMMISSION : 
OPINION 


The present proceeding is upon an amended application by the 
Power Authority of the State of New York for a license under section 
4 (e) of the Federal Power Act covering certain power facilities to 
be located in the International Rapids section of the St. Lawrence 
River. The first application by the Power Authority was filed July 
16,1948. After hearings and an initial decision by the presiding exam- 





*Designated Commission opinion No. 255. Petitions for rehearing filed by The Lake 
Ontario Land Owners and Beach Protective Association, Central Pennsylvania Coal Pro- 
ducers’ Association, and the National St. Lawrence Project Conference were denied by 
Commission orders issued on September 4, 1953. 

Eprror’s Nots.—Affirmed 212 F. 2d 227 (CADC), certiorari denied 347 U. S. 1015. 












173 


iner, the application was dismissed on December 19, 1950, for the 
reason, as set forth in accompanying opinion No. 203, 9 F. P. C. 301, 
that it then appeared desirable to refer the matter to the 82d Congress 
under section 7 (b) of the act, where it was anticipated legislative 
action would be taken to authorize participation by the United States 
Government with the Government of Canada in the construction of 
the combined seaway and power project. 

Court review of this order for dismissal was sought by the Power 
Authority in the United States Court of Appeals for the District of 
Columbia Circuit, but the review was not pressed. Meanwhile, the 
82d Congress adjourned without legislation being reported in either 
House of Congress to deal with the St. Lawrence development. Bills 
which would have authorized Federal participation with Canada in 
the combined seaway and power development were defeated in House 
and Senate committees in the 82d Congress, notwithstanding active 
efforts to secure favorable consideration. The Commission thereupon 
joined with the Power Authority in asking that the court of appeals 
dismiss the review proceeding and return the application for further 
consideration under the Federal Power Act. The court review pro- 
ceeding was dismissed as requested and the Power Authority on 
September 22, 1952, filed an amendment to the original application. 

Hearings were held on the amended application December 1952, 
briefs were filed with and oral argument was heard by the presiding 
examiner, who, on May 12, 1953, filed his initial decision. We heard 
oral argument on the initial decision and the exceptions thereto and 
have considered such argument and exceptions and the record relating 
to this application. 

The Power Authority, an agency of the State of New York, pro- 
poses to construct and operate the Long Sault Dam near Massena, 
N. Y., connecting the mainland with the upstream end of Barnhart 
Island and to be located entirely within the United States; a power- 
house which would also act as a dam to be constructed from the foot 
of Barnhart Island to the midpoint of the main channel of the St. 
Lawrence River, which midpoint is the boundary line between the 
United States and Canada; and that portion of the Iroquois Dam 
located on the United States side of the river some 27 miles upstream 
from the Long Sault Dam. The Power Authority also proposes to 
make certain channel improvements and to construct other works nec- 
essary on the United States side for the operation of its project. 

The Iroquois Dam was not proposed by the Power Authority in 
1948, but that dam and the other facilities are all in conformity with 
the plans of the Army Engineers, and the proposed structures would 
be built in accordance with what is known as the New York-Ontario 
Power Priority Plan for the development of the International Rap- 
ids section of the St. Lawrence River. The facilities included within 


POWER AUTHORITY OF THE STATE OF NEW YORK 




















174 FEDERAL POWER COMMISSION 


that plan which lie in Canada are to be constructed by The Hydro- 
Electric Power Commission of Ontario. 

In 1933, and again in 1941, it was proposed that the Governments of 
Canada and the United States join in the construction of the seaway 
and power facilities in this section of the river. Although the 1941 
agreement was repeatedly brought before committees of Congress, it 
was not approved, and finally in 1952 the Canadian Government 
renounced its intention of proceeding under that agreement and stated 
that if the power facilities were constructed by some agency in the 
United States and a Canadian entity, the Government of Canada 
would undertake the construction of navigation facilities on the 
Canadian side. 

Complimentary applications were filed by the two governments with 
the International Joint Commission seeking approval of the construc- 
tion of the power facilities in the International Rapids section and on 
October 29, 1952, that Commission issued its order of approval. A 
Joint Board of Engineers would be set up by the two governments 
under the order of approval to supervise the construction in both 
countries. A Joint Board of Control would be established by the 
International Joint Commission, after construction, to insure com- 
pliance with the provisions of the order of approval relating to water 
levels and regulation of discharge. 

The creation of these two boards would remove any necessity for an 
agreement between the constructing and operating entities in the two 
countries in any formal sense. The Canadian Government has desig- 
nated the Province of Ontario, which in turn designated The Hydro- 
Electric Power Commission of Ontario as the Canadian agency for 
this purpose. The Hydro-Electric Power Commission of Ontario has 
announced its intention to proceed with the construction in Canada of 
the corresponding power facilities and has presented substantial evi- 
dence of the urgency with which it is faced in meeting the increased 
power demands which must be supplied in Canada and which could be 
met by the power output of the St. Lawrence power development so 
far as available in Canada. 

In view of the location of the Long Sault Dam entirely within the 
United States, it will be necessary for the Joint Board of Engineers 
to arrange for the payment by The Hydro-Electric Power Commis- 
sion of Ontario of part of the costs in the United States, for under the 
International Joint Commission order of approval, the costs are to be 
equally shared between the two developing entities. The Government 
of Canada has also announced that if the power facilities are con- 
structed it will construct and operate the necessary facilities for 
twenty-seven foot navigation on the Canadian side of the river 
throughout the International Rapids section. 
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The St. Lawrence River drainage basin, some 303,000 square miles 
in extent, supplies a river which is unique among the large river sys- 
tems in this continent. The five large storage reservoirs known as the 
Great Lakes so regulate the flow in the St. Lawrence River itself that 
the average actual discharge has been about 237,000 cubic feet per 
second, having a narrow range from a maximum monthly mean flow 
of 314,000 cubic feet per second to a minimum monthly flow of 144,000 
cubic feet per second, a far smaller variation between high and low 
flows than prevails in other rivers of comparable flow. 

From the Strait of Belle Isle in the Canadian Gulf of St. Lawrence 
to Duluth, Minn., there is a continuous waterway of about 2,347 miles. 
Proposals have been made both in Canada and the United States to 
make this vast waterway suitable for deepdraft navigation through- 
out its entire length, but this is a matter for which the two legislative 
bodies in each Government are primarily responsible. Suffice it to 
say, that if the facilities proposed by the Power Authority are con- 
structed in the United States, and complimentary facilities are con- 
structed in Canada, the seaway facilities in the International Rapids 
section can be constructed either in the United States or Canada. If 
Congress decides to authorize participation by the United States in 
such navigation improvements, the investment by the United States 
for navigation will be substantially reduced by the construction of the 
power facilities proposed for construction as project No. 2000 under 
the Federal Power Act and authorized under the International Joint 
Commission order of approval. 

The location of the St. Lawrence River as an international boundary 
stream raises other questions in addition to the navigation improve- 
ment. It is claimed that because the proposed power plant and the 
Iroquois Dam will be located partly in Canada and partly in the 
United States, a license under the Federal Power Act would be un- 
lawful for two reasons: The licensee, a state agency, could not operate 
any of these facilities in partnership with an agency in another 
country ; and a major license cannot be issued for only half of a power 
plant, because that would not constitute a complete unit of develop- 
ment within the definition of “project” in section 3 (11) of the act. 

As for the so-called partnership said to be required, the order of 
approval of the International Joint Commission, and indeed the very 
terms of the Boundary Waters Treaty of 1909, make it plain that that 
Commission is in full control of such construction and that no part- 
nership as generally understood is required between the constructing 
and operating agencies in the two countries. The Government of each 
country has secured from the International Joint Commission an order 
providing the mechanics whereby both the construction and the opera- 
tion of the development can be undertaken and carried on without 
difficulty. 
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Any partnership, if it could even be called such, would exist only in 
the mutual purpose of each country to provide within its own bounda- 
ries and through a suitable agency those facilities which together will 
make possible the utilization of these water resources for the genera- 
tion of electric power. Congress, through the Boundary Waters 
Treaty of 1909 and through the Federal Power Act, has provided the 
legal machinery whereby full authority for such construction and 
operation may be secured within the United States. The maintenance 
and operation of the power facilities on each side of the international 
boundary under these authorizations would be merely one of the 
several activities provided for furtherance of the mutual interests 
recognized in the consummation and ratification of the Boundary 
Waters Treaty of 1909. 

In the second place, the licensing provisions of the Federal Power 
Act must be given a practical interpretation* and the Commission is 
authorized to issue a license for those projects and project works which 
will enable the licensee to develop and utilize the water power available 
at the site. The power facilities which the applicant proposes to 
construct in the United States will constitute a “part” of a complete 
unit of development only in the sense that water cannot be stored 
behind half a dam and only half of the Iroquois Dam and half of the 
Barnhart Island powerhouse (which will also act as a dam) lie within 
the United States. Nevertheless, this dam and powerhouse will each 
be a dam and a powerhouse to the extent they are constructed in the 
United States. With complementary facilities constructed in Canada, 
they will enable the full development and utilization envisaged in the 
Federal Power Act and in the order of approval of the International 
Joint Commission and without whose jurisdiction and guidance the 
facilities cannot be constructed or operated in either country. 

Question was also raised as to the legal authority of the applicant as 
an agency of the State of New York to accept a license under the 
Federal Power Act in the face of State constitutional and statutory 
provisions retaining in the State of New York ownership and control 
over the navigable waters of the State. It is said that section 14 of the 
Federal Power Act requires a licensee to agree to the “recapture” of 
its project at the end of the license period and this is incompatible with 
the refusal of the State to agree to alienation of either its property or 
its waters. 

The Enabling Act of the Power Authority, however, has been so 
drawn as to authorize expressly the acceptance of a license under the 
~~ ©The contention that the statutory definition of “project” 1s inflexibly in the conjunctive 
in referring to the elements of a complete unit of development is without merit. See, for 
example, U. 8S. v. Appalachian Power Co., 311 U. 8S. 377, 426, where the Supreme Court 
pointed out that navigation facilities, although apparently called for by section 4 (e) in 
each project licensed may be omitted in the discretion of the Commission. Also the 


licenses issued for other projects show that the objections upon this ground cannot be 
followed as a practical matter. 
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Federal Power Act, some of the amendments directed to this end 
having been adopted in 1951, after claims of insufficiency in this re- 
spect had been advanced by the presiding examiner in 1949. More- 
over, the State cannot by either its own constitution or by any state- 
ments of its legislature, prevent the exercising by the United States of 
a power granted by the Federal Constitution, nor, correlatively, can 
the Federal Power Act confer upon the United States any rights to 
acquire State property if those rights are not derived from the Federal 
Constitution. 

Finally in this connection, it is obvious that the Power Authority 
has been given all of the statutory authority required under the Federal 
Power Act to agree that in the event the United States should at the 
expiration of the license period acquire the licensed project, the ac- 
quisition price shall be determined in accordance with the formula 
prescribed in section 14. The claims of State law insufficiency, con- 
sequently, do not appear to be well founded. 

As to the distribution of power from this project, two comments 
need to be made at this time: This is a large and important water- 
power resource in which the Nation is interested. Power from the 
proposed plant will cost less than power from other equivalent fuel- 
electric sources which could be constructed to serve the same market 
area. Under these circumstances, it is in the national interest to de- 
velop these water resources to serve broad public interests. In order to 
insure conformance with comprehensive plans of development, the 
power should be made available not only in New York State, where the 
generators are to be located, but within economic transmission dis- 
tance in nearby States. Just where the feasible market area will lie is 
a matter for later determination. The licensee should make reasonable 
amounts of the power output available to neighboring States within 
this market area and in the event of disagreement over the allocations 
which it makes for other States, the Commission should reserve the 
right to determine what allocations are reasonable and to secure com- 
pliance with this requirement. Also, as requested by the State of Ver- 
mont, the licensee should be required to deal with whatever bargaining 
agency may be established in the neighboring States within the market 
area for the purpose of disposition of the power allocated to such 
States. 

The matter of discriminating between different classes of consumers, 
that is, those served by municipalities and cooperatives and those 
served by privately owned utilities, however, is an entirely different 
question. It has been urged that the Commission should require the 
licensee in selling power from the St. Lawrence plant to give pref- 
erence to public bodies and cooperatives, in much the same manner 
as Congress has required preferential sales to public bodies and coop- 
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eratives in section 5 of the Flood Control Act of 1944 in the sales of 
power from some Federal plants. 

There is clearly no express authorization in the Federal Power 
Act for the Commission to require such preferential sales by a licensee 
and there are a number of provisions which indicate that the Com- 
mission is not given the right to impose such a condition upon a 
licensee. The general authorization carried in section 10 (g) of the act 
for the imposition of unspecified license conditions means, of course, 
that all of the conditions so imposed must be in conformity and con- 
sistent with the general purposes of the act. Federal Power Com- 
mission Vv. Idaho Power Co., 344 U.S. 17. 

It is in the examination of the other provisions of the act that 
difficulty is encountered in connection with the preference condition 
requested by some of the interveners in this proceeding. No rate 
preference is sought, but the request is made that the Commission 
include a preference clause similar to that imposed by Congress upon 
some Federal power sales to give public bodies and cooperatives 
priority in service. 

By section 19 of the act, rate and service regulation over licensees 
is conferred upon the Commission only in the absence of a state agency 
authorized to provide such regulation. Section 19, however, by reason 
of the statutory definition o* “person” does not refer to municipal 
licensees. The Power Authority of the State of New York is an 
agency of the State and the State Legislature has seen fit to confer 
upon the Authority full control over the service which it is to render 
and the rates which it is to charge for power from the St. Lawrence 
power project. It has already been held that the act does not confer 
upon the Commission any jurisdiction over the rates or services of 
a municipal licensee. 7Z'he State of Washington v. Superior Court 
of the State of Washington for Chelan County, 208 Pac. 2d 849, appeal 
dismissed 339 U. S. 907.* 

The possibility of providing municipal preferences was not over- 
looked by Congress, for it gave such a preference in section 7 (a) of 
the act in the issuance of a license where there are conflicting applica- 
tions of a municipality and a privately-owned company. Congress 
also provided preferential treatment of municipal licensees in certain 
exemptions from the payment of annual charges under section 10 (e) 
of the act. The antithesis of a preferred service clause may be found 
in the anti-trust prohibitions in section 10 (h) against restraints in 
trade, rates and services. 

The statutory provisions of part I of the act would seem to negate 
any intention by Congress to delegate to the Commission the right to 





*A decision by one of the lower courts of the State of New York interpreting section 19 
of the act also lends support to the proposition that a condition prescribing service pref- 
erences would not be consistent with that section of the act. Niagara Falls Power Co. 
v. Maltbie, 41 NYS 2d 424 (1943). 
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impose a license condition for preferential service, particularly in 
the absence of any standards by which the Commission could deter- 
mine when such a condition would be appropriate and in the absence 
of a statutory policy basis for the accomplishment of some special 
purpose. United States v. Chicago, ete. Ry. Co., 282 U.S. 311,324. 

It is moreover significant that none of those who have advocated 
the inclusion of a service preference clause in a license for the develop- 
ment of the St. Lawrence River have pointed to any specific statutory 
basis for such a condition, nor have we found such a basis in our own 
examination of the Power Act. It is obvious of course, that the 
Commission cannot lawfully impose conditions upon licensees which 
are not authorized by the Power Act since the preference condition 
is not expressly authorized and is out of harmony with the terms 
of that act, we find ourselves unable to impose it in this instance. 

One other matter should be taken care of in the license. The 
Aluminum Co. of America, through its subsidiary the St. Lawrence 
River Power Co., now diverts water from the St. Lawrence River 
through its Massena Canal for use in its power plant which discharges 
into the Grass River from whence the water returns to the St. Law- 
rence. The right to make this diversion for power use has not been 
established, but need not be passed upon in this proceeding. How- 
ever, the Massena power plant produces about 500 million kilowatt- 
hours of power a year, which is used for the production of aluminum. 
In addition, the diversion also supplies water for municipal and 
industrial use in the area. It would appear to be highly desirable to 
continue the diversion until the water so diverted can be used through 
the Barnhart Island plant. Since the latter plant will have more 
than twice the head that can be developed through the Massena plant, 
it is obvious that it would be uneconomic to continue the diversion 
through the Massena Canal for power purposes after the water can 
be put to more efficient use in the Barnhart Island power house. 

Our order will require diversion facilities to be installed at the 
Massena Canal, but we do not propose in this proceeding to settle 
the question of who shall pay for the diversion facilities. There 
will be ample time after the issuance of a license, but prior to the 
construction of such diversion facilities, for the rights of the parties 
to be determined, and at this time we confine ourselves to the license 
requirements. 

With the conditions which we are including in the license, we 
conclude that the project proposed by the Power Authority will be 
best adapted to a comprehensive plan of development for the St. 
Lawrence River and that it is in the public interest that construction 
of the project should be started and completed as soon as practicable. 

The Commission further finds: 

(1) The application of the Power Authority of the State of New 
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York under consideration was originally filed July 16, 1948, supple- 
mented the following September and amended September 22, 1952. 

(2) The plant development proposed by the applicant is predicated 
upon the 1942 Final Report of the United States Army Corps of En- 
gineers on the St. Lawrence River project. 

(3) The proposed project would consist of : 

A. All lands within the United States constituting the project area 
and enclosed by the project boundary or the limits of which are 
otherwise defined, or interests in such lands, necessary or appropriate 
for the purposes of the project, whether such lands or interests there- 
in are owned or held by the applicant or by the United States; the 
general location of such project area being tentatively shown and 
described by certain exhibits which formed part of the application 
for license and the amendment thereto insofar as they show lands 
and project works within the United States and which are designated 
and described as follows: 

Exhibit J: Maps in four sheets: Sheet 1 (F. P. C. No. 2000-4) ; 
Sheets 6a and 6b (F. P. C. Nos. 2000-12 and -13); and Sheet 7 
(F. P. C. No. 2000-14). 

B. Principal structures located in the United States, comprising: 
a concrete gravity dam (designated as Long Sault) comprising two 
bulkhead sections and a gate-controlled spillway section, extending 
from the United States shore of the river in the vicinity of Massena, 
N. Y., to the upstream end of Barnhart Island; the portion within 
the United States of the concrete dam (designated as Iroquois) 
equipped with crest gates located on the St. Lawrence River at Point 
Rockway, about 6 miles west of the village of Waddington, N. Y.; 
the half within the United States of the powerhouse (designated 
Barnhart Island powerhouse) with installation of about 1,100,000 
horsepower in 18 units of equal size; dikes for the protection of lands 
along the river; a reservoir with the maximum normal pool level at 
elevation 238 feet for initial operation and at elevation 242 feet after 
a test period of 10 years or less; and appurtenant works and facili- 
ties; the location, nature and character of which are more specifically 
shown by the exhibits hereinbefore cited and by certain other ex- 
hibits which also formed part of the application for license and the 
amendment thereto insofar as they show lands and project works 
within the United States and which are designated and described as 
follows: 

Exhibit K: Drawings in six sheets, comprising: Sheets 1 to 6 
(F. P. C. Nos. 2000-6 to 2000-11). 

Exhibit L: Sheet 7 (F. P. C. No. 2000-15). 

Ewhibit M: Consisting of three printed pages, with the exception 
of paragraph one of page one which refers to the 1942 report on the 
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St. Lawrence project by the Corps of Engineers, United States 
Army. 

Exhibit M (Supplement) : One printed page, with the exception of 
paragraph one which refers to the 1942 report on the St. Lawrence 
River project by the Corps of Engineers, United States Army. 

C. All other structures, fixtures, equipment, or facilities used or 
useful in the maintainance and operation of the project and located 
on the project area, including such portable property as may be used 
or useful in connection with the project or any part thereof, whether 
located on or off the project area, if and to the extent that the inclu- 
sion of such property as part of the project is approved or acquiesced 
in by the Commission, also all riparian or other rights, the use or 
possession of which is necessary or appropriate in the maintainance 
or operation of the project. 

(4) The Chief of Engineers, Department of the Army, and the 
Secretary of the Interior have reported on the application. 

(5) Complementary, but separate, applications were filed by the 
governments of Canada and the United States with the Internatioal 
Joint Commission under the International Boundary Waters Treaty 
of 1909 for approval of the construction and operation of the power 
facilities referred to in the Joint Report, dated January 3, 1941, of 
the Canadian Temporary Great Lakes-St. Lawrence Basin Committee 
and the United States St. Lawrence Advisory Committee, the proposed 
facilities being the same as those covered by the amended application 
for project No. 2000. 

(6) The requested order of approval was signed by the Interna- 
tional Joint Commission on October 29, 1952. The Hydro-Electric 
Power Commission of Ontario has been named by the Government of 
Canada as the entity to undertake the construction of those works to 
be built in Canada as part of the project; and the order provides that 
the Government of the United States shall designate the entity to 
construct the complementary facilities on the United States side of 
the international boundary. 

(7) The portion of the St. Lawrence River within the United States 
is a navigable water of the United States and is also subject to the 
jurisdiction of Congress as an international boundary water, as has 
heretofore been found by the Commission, 9 F. P. C. 301 at 304. 

(8) The Power Authority of the State of New York is a corporate 
municipal instrumentality of the State of New York, existing by 
virtue of title 1, article 5, of the Public Authorities Law, New York 
Laws of 1939, chapter 870, as approved June 15, 1939, and subse- 
quently amended, and is a municipality within the meaning of the 
term as defined in the Federal Power Act. It has shown legislative 
authority to apply for and to accept a Federal Power Act license for 
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the proposed project. Notice of the application for project No. 2000 
and of all amendments thereto has been given as required by law. 

(9) Project No. 2000, es proposed, would cost in the neighborhood 
of $266.5 million, and the financing charges plus interest during con- 
struction would bring the total cost, under adverse financing condi- 
tions, to approximately $316 million. With this cost, the Power 
Authority could sell power from the project at rates which would be 
less than the cost of equivalent power from steam-electric generating 
plants. Under these circumstances, the project is economically fea- 
sible and its power output would assist in meeting the power loads 
within the market area to which the power could be transmitted on 
an economic basis. The necessity for development of the power 
resources in this section of the river is urgent and immediate. 

(10) The applicant, Power Authority, has presented satisfactory 
evidence of its financial ability to construct and operate the proposed 
project No. 2000, including the testimony of an underwriting house 
that all of the necessary securities can be marketed at reasonable costs. 

(11) The installed generator capacity of the project hereinafter 
authorized is 940,500 kilowatts and the electric energy generated 
thereby would be utilized in New York and the neighboring States. 

(12) The Government of Canada has advised the Government of 
the United States that “it has concluded that it would no longer be 
practicable to revert to the terms of the 1941 Agreement or to place 
that Agreement before Parliament for approval.” The demand for 
power in the area to be served by the International Rapids power 
development is so urgent in Canada that the Canadian Government 
does not wish to engage in any deliberations which may delay the 
progress of the plan now under way for the construction of a power 
project in this section of the river. 

(13) The Canadian Government has given assurance to the Govern- 
ment of the United States that when all arrangements have been made 
to insure the completion of the power phase of the St. Lawrence pro- 
ject, the Canadian Government will construct locks and canals on the 
Canadian side of the international boundary, and will make all neces- 
sary improvements in the wholly Canadian section of the river to pro- 
vide for deepwater navigation to the standard specified in the pro- 
posed agreement between Canada and the United States for the 
development of navigation and power in the Great Lakes-St. Law- 
rence Basin, signed March 19, 1941, and in accordance with the specifi- 
cations of the Joint Board of Engineers, dated November 16, 1926, 
and that such deepwater navigation shall be provided as nearly as 
possible concurrently with the completion of the power phase of the 
St. Lawrence project. 

(14) Subsequent to June 30, 1952 the Canadian Parliament imple- 
mented its commitment to the United States by authorizing the St. 
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Lawrence Seaway Authority, which would have the power and duty 
of constructing and operating Seaway facilities. Prompt construc- 
tion of the Seaway is thus assured. Moreover, the Canadian Gov- 
ernment has indicated in a memorandum that it is prepared and 
willing to discuss United States participation in the Seaway if the 
government and Congress of the United States should so desire. 

(15) Upon the terms and conditions hereinafter imposed, the pro- 
posed project No. 2000 is best adapted to a comprehensive plan for 
the improvement and utilization of the International Rapids section 
of the St. Lawrence River for the use or benefit of interstate or foreign 
commerce, for the improvement and utilization of water-power devel- 
opment, and for other beneficial public uses, including recreational 
purposes. 

(16) In accordance with section 10 (d) of the act, the rate of return 
upon the net investment in project No. 2000 and the proportion of 
surplus earnings to be paid into and held in amortization reserves are 
reasonable as hereinafter specified. 

(17) The maps and plans filed as part of the application, as 
amended, conform to the Commission’s rules and regulations. 

(18) The St. Lawrence River Power Co. operates a hydroelectric 
power plant maintained at the lower end of its Massena Canal and dis- 
charging into the Grass River, and also supplies water for the village 
of Massena and the aluminum plants in the vicinity. It is not neces- 
sary in this proceeding to pass upon the claims of the Power Co. of 
vested rights to make continued diversion of approximately 25,000 
cubic feet per second, but provision should be made for continued 
diversion of water through the dike in the vicinity of the Massena 
Canal during the period required for construction of the proposed 
project, with the design of the diversion works and the rights and 
responsibilities of the Power Co. to be left for future determination. 
If desired by St. Lawrence River Power Co., such diversion facilities 
should remain in standby condition after completion of the project, 
at the expense of St. Lawrence River Power Co. and for use only 
in event of breakdown or other emergency making it impossible for 
licensee to utilize all of the United States’ share of the river flow 
through the project works. 

(19) The project here proposed, because of the fall involved, and 
the comparatively low ratio between high monthly flows and low 
monthly flows in the St. Lawrence River, is a source of potentially 
low-cost hydroelectric generation which, as a national resource of 
the entire northeastern region of the United States, should be made 
available on an equitable basis to consumers in those parts of New 
York and other portions of the United States within economic trans- 
mission distance of the powerhouse. 
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(20) This Commission may and should require that hydroelectric 
energy developed by waters of the International Rapids section of 
the St. Lawrence River be made available on an equitable basis to 
consumers in the United States, outside the State of New York, but 
within economic transmission distance of the project. 

(21) It is desirable that the New York Power Authority, during 
the period of construction, carry on negotiations with public utilities 
and other distributors in other States, and in any case where such 
State shall have provided a bargaining agency for the procurement 
of such power, the licensee shall negotiate only with such agency for 
the sale of energy to be used in that State. 

(22) Under the provisions of section 20 of the act, this Commis- 
sion has jurisdiction, if the States thru their proper agencies are un- 
able to agree upon the services to be rendered and the proportion of 
electric energy generated by the project which shall be made avail- 
able to consumers in each State, to regulate and control the appor- 
tionment of said electric energy equitably to and among the distrib- 
utors, and State agencies, within economic transmission distance, pro- 
vided that hearings for such allocation may and should be held upon 
application of any interested State or State bargaining agency. 

(23) The public interest requires that a provision, requiring sale 
of an equitable portion of the electric energy generated at the project 
to consumers outside the State of New York, be required in accord- 
ance with the procedures heretofore described. 

(24) The Power Authority of the State of New York proposes in 
the sale of electric energy to give preference to sales for eventual use 
by domestic and rural consumers. There is no evidence in this record 
that existing distributing companies, including privately and pub- 
licly owned utilities, are not physically and financially able to extend 
service to all rural and domestic consumers seeking to purchase elec- 
tric energy at points where delivery is economically feasible within 
economic transmission distance of the project on the United States 
side of the St. Lawrence River. The preference for rural and domes- 
tic consumers carried in the New York State law under which the 
Power Authority must distribute power is equitable and in the public 
interest and it does not appear that the Federal Power Act au- 
thorizes imposition of a preference clause similar to that imposed in 
the sale of power from some Federal power plants. 

(25) There is no evidence that public interest would be served by 
the requirement for further study by the Power Authority of the 
alleged rights and claims of owners of property bordering upon Lake 
Ontario as a prerequisite to the issuance of a license in this 
proceeding. 

(26) The market for electric energy which will be developed in 
the normal course of events during the period of construction of the 
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project, will more than absorb the electric energy to be generated by 
the project. 

(27) In the construction of additional facilities for the genera- 
tion of electric energy, it is desirable that, to the extent it is author- 
ized to do so, the Commission shall provide for the development and 
use of natural resources in the most economic and efficient manner 
possible. 

(28) The applicant has shown satisfactory evidence of compli- 
ance with the requirements of the laws of the State of New York 
with respect to bed and banks, and to the appropriation and di- 
version or use of water for power purposes, and with respect to the 
right to engage in the business of developing, transmitting, and dis- 
tributing power, and in any other business necessary to effect the 
purposes of the license under the act. 

(29) The initial scale of annual charges to be paid by the applicant 
to this Commission should be at the rate of one cent per horsepower 
on the computed installed generator capacity (1,250,000 horsepower) , 
plus two and one-half cents per 1,000 kilowatt-hours of gross energy 
generated by the project during the calendar year for which the charge 
is made. 

(30) The Power Authority of the State of New York does not by 
its present application propose to construct any transmission lines. 
However, the said Authority is now authorized by State law to 
contract for use of transmission lines, and if unable to obtain the 
proper contracts for the use of presently constructed transmission lines 
and the movement of electric energy generated at the project, the 
Authority may, under section 1005, subsection 7, of its Enabling Act, 
erect, maintain and operate transmission lines necessary for the 
delivery of electric energy to its customers. 

(31) No evidence was presented on behalf of the St. Lawrence 
Project Conference; it has not established the facts or law from which 
the nature and validity of its alleged rights and interests may be 
determined in the issuance of a license for the St. Lawrence develop- 
ment, and therefore it is not properly a party to the proceeding. 

The Commission orders: 

(A) This license is issued to the Power Authority of the State of 
New York (an agency of the said State) under section 4 (e) of the 
Federal Power Act for a period of 50 years, effective as of the first 
day of the month in which its proper acceptance is filed with the Com- 
mission, for the construction, operation, and maintenance of project 
No. 2000 in the International Rapids section of the St. Lawrence 
River, subject to the terms and conditions of the act which is in- 
corporated by reference as a part of this license, and subject to such 
rules and regulations as the Commission has issued or prescribed under 
the provisions of the act. 
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(B) This license shall also be subject to the following terms and 
conditions : 

Article 1. The entire project, as described in the order of the Com- 
mission, shall be subject to all the provisions, terms, and conditions 
of the license. 

Article 2. No substantial change shall be made in the maps, plans, 
specifications, and statements described and designated as exhibits and 
approved by the Commission in its order as a part of the license, until 
such change shall have been approved by the Commission: Provided, 
however, That if the licensee or the Commission deems it necessary or 
desirable that said approved exhibits, or any of them, be changed, there 
shall be submitted to the Commission for approval amended, supple- 
mental, or additional exhibit or exhibits covering the proposed changes 
which, upon approval by the Commission, shall become a part of the 
license and shall supersede, in whole or in part, such exhibit or exhibits 
theretofore made a part of the license as may be specified by the 
Commission. 

Article 3. Said project works shall be constructed in substantial 
conformity with the approved exhibits referred to in article 2 herein 
or as changed in accordance with the provisions of said article. Ex- 
cept when emergency shall require for the protection of navigation, 
life, health, or property, no substantial alteration or addition not in 
conformity with the approved plans shall be made to any dam or other 
project works under the license without the prior approval of the 
Commission ; and any emergency alteration or addition so made shall 
thereafter be subject to such modification and change as the Commis- 
sion may direct. Minor changes in the project works or divergence 
from such approved exhibits may be made if such changes will not 
result in decrease in efficiency, in material increase in cost, or in im- 
pairment of the general scheme of development; but any of such minor 
changes made without the prior approval of the Commission, which 
in its judgment have produced or will produce any of such results, 
shall be subject to such alteration as the Commission may direct. The 
licensee shall comply with such rules and regulations of general or 
special applicability as the Commission may from time to time 
prescribe for the protection of life, health, or property. 

Article 4. The construction, operation, and maintenance of the 
project and any work incident to additions or alterations shall be 
subject to the inspection and supervision of such officer or agent as 
the Commission may designate, who shall be the authorized repre- 
sentative of the Commission for such purposes. The licensee shall fur- 
nish to said representative such information as he may require con- 
cerning the construction, operation, and maintenance of the project, 
and of any alteration thereof, and shall notify him of the date upon 
which work will begin, and as far in advance thereof as said repre- 
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sentative may reasonably specify, and shall notify him promptly in 
writing of any suspension of work for a period of more than one week, 
and of its resumption and completion. The licensee shall allow him 
and other officers or employees of the United States, showing proper 
credentials, free and unrestricted access to, through, and across the 
project lands and project works in the performance of their official 
duties. 

Article 5. Upon the completion of the project, or at such other 
time as the Commission may direct, the licensee shall submit to the 
Commission for approval revised maps, plans, specifications, and 
statements insofar as necessary to show any divergence from or varia- 
tions in the project area and project boundary as finally located or in 
the project works as actually constructed when compared with the 
area and boundary shown and the works described in the license or 
in the maps, plans, specifications, and statements approved by the 
Commission, together with a statement in writing setting forth the 
reasons which in the opinion of the licensee necessitated or justified 
variations in or divergence from the approved maps, plans, specifica- 
tions, and statements. Such revised maps, plans, specifications, and 
statements shall, if and when approved by the Commission, be made 
a part of the license under the provisions of article 2 hereof. 

Article 6. For the purpose of determining the stage and flow of the 
stream or streams from which water is to be diverted for the operation 
of the project works, the amount of water held in and withdrawn from 
storage, and the effective head on the turbines, the licensee shall install 
and thereafter maintain such gages and stream-gaging stations as the 
Commission may deem necessary and best adapted to the requirements; 
and shall provide for the required readings of such gages and for the 
adequate rating of such stations. The licensee shall also install and 
maintain standard meters adequate for the determination of the 
amount of electric energy generated by said project works. The 
number, character, and location of gages, meters, or other measuring 
devices, and the method of operation thereof, shall at all times be 
satisfactory to the Commission and may be altered from time to time 
if necessary to secure adequate determinations, but such alteration 
shall not be made except with the approval of the Commission or upon 
the specific direction of the Commission. The installation of gages, the 
ratings of said stream or streams, and the determination of the flow 
thereof, shall be under the supervision of, or in cooperation with, the 
Corps of Engineers, Department of the Army, having charge of 
stream-gaging operations in the region of said project, and the licensee 
shall advance to the Corps of Engineers the amount of funds estimated 
to be necessary for such supervision or cooperation for such periods as 
may be mutually agreed upon. The licensee shall keep accurate and 
sufficient record of the foregoing determinations to the satisfaction of 
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the Commission, and shall make return of such records annually at 
such time and in such form as the Commission may prescribe. 

Article 7. So far as is consistent with proper operation of the 
project, the licensee shall allow the public free access, to a reasonable 
extent, to project waters and adjacent lands owned by the licensee for 
the purpose of full public utilization of such lands and waters for 
navigation and recreational purposes, including fishing and hunting, 
and shall allow for such purposes the construction of access roads, 
wharves, landings, and other facilities on its lands the occupancy of 
which may in appropriate circumstances be subject to payment of rent 
to the licensee in a reasonable amount : Provided, That the licensee may 
reserve from public access such portions of the project waters, adjacent 
lands, and project facilities as may be necessary for the protection of 
life, health, and property: And provided further, That the licensee’s 
consent to the construction of access roads, wharves, landings, and 
other facilities shall not without its express agreement place upon 
the licensee any obligation to construct or maintain such facilities. 

Article 8. Insofar as any material is dredged or excavated in the 
prosecution of any work authorized under the license, or in the main- 
tenance of the project, such material shall be removed and deposited 
so it will not interfere with navigation, and will be to the satisfaction 
of the District Engineer, Department of the Army, in charge of the 
locality. 

Article 9. In the construction and maintenance of the project 
works, the licensee shall place and maintain suitable structures and 
devices to reduce to a reasonable degree the liability of contact 
between its transmission lines, and telegraph, telephone, and other 
signal wires or power transmission lines constructed prior to its 
transmission lines and not owned by the licensee, and shall also 
place and maintain suitable structures and devices to reduce to a 
reasonable degree the liability of any structures or wires falling and 
obstructing traffic and endangering life on highways, streets, or 
railroads. 

Article 10. Whenever the United States shall desire to construct, 
complete, or improve navigation facilities in connection with the 
project, the licensee shall convey to the United States, free of cost, 
such of its lands and its rights-of-way and such right of passage 
through its dam or other structures, and permit such control of 
pools as may be required to complete and maintain such navigation 
facilities, 

Article 11. The licensee shall furnish free of cost to the United 
States power for the operation and maintenance of navigation 
facilities at the voltage and frequency required by such facilities 
and at a point adjacent thereto whether said facilities are con- 
structed by the licensee or by the United States. 
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Article 12. The operation of any navigation facilities which may 
be constructed as a part of or in connection with any dam or di- 
version structure constituting a part of the project works shall at 
all times be controlled by such reasonable rules and regulations in 
the interest of navigation, including the control of the level of the 
pool caused by such dam or diversion structure, as may be made 
from time to time by the Secretary of the Army. Such rules and 
regulations may include the construction, maintenance, and opera- 
tion by the licensee, at its own expense, of such lights and signals as 
may be directed by the Secretary of the Army. 

Article 13. The United States specifically retains and safeguards 
the right to use water in such amount, to be determined by the Sec- 
retary of the Army, as may be necessary for the purposes of navi- 
gation on the navigable waterway affected; and the operations of 
the licensee so far as they affect the use, storage, and discharge from 
storage of waters affected by the license, shall at all times be con- 
trolled by such reasonable rules and regulations as the Secretary of 
the Army may prescribe in the interest of navigation, and as the 
Commission may prescribe for the protection of life, health, and 
property, and in the interest of the fullest practicable conservation 
and utilization of such waters for power purposes and for other 
beneficial public uses, including recreational purposes; and the 
licensee shall release water from the project reservoir at such rate in 
cubic feet per second, or such volume in acre-feet per specified 
period of time, as the Secretary of the Army may prescribe in the 
interest of navigation, or as the Commission may prescribe for the 
other purposes hereinbefore mentioned. 

Article 14. The actual legitimate original cost of the original proj- 
ect, and of any addition thereto or betterment thereof, shall be 
determined by the Commission in accordance with the act and the 
Commission’s rules and regulations thereunder. 

Article 15. After the first 20 years of operation of the project 
under the license, 6 percent per annum shall be the specified rate of 
return on the net investment in the project for determining surplus 
earnings of the project for the establishment and maintenance of 
amortization reserves, pursuant to section 10 (d) of the act; one-half 
of the project surplus earnings, if any, accumulated after the first 20 
years of operation under the license, in excess of 6 percent per annum 
on the net investment, shall be set aside in a project amortization 
reserve account as of the end of each fiscal year: Provided, That if and 
to the extent that there is a deficiency of project earnings below 6 
percent per annum for any fiscal year or years after the first 20 years 
of operation under the license, the amount of such deficiency shall be 
deducted from the amount of any surplus earnings accumulated there- 
after until absorbed, and one-half of the remaining surplus earnings, 
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if any, thus cumulatively computed, shall be set aside in the project 
amortization reserve account; and the amounts thus established in 
the project amortization reserve account shall be maintained therein 
until further order of the Commission. 

Article 16. No lease of the project or part thereof whereby the 
lessee is granted the exclusive occupancy, possession, or use of project 
works for purposes of generating, transmitting, or distributing 
power shall be made without the prior written approval of the Com- 
mission; and the Commission may, if in its judgment the situation 
warrants, require that all the conditions of the license, of the act, and 
of the rules and regulations of the Commission shall be applicable to 
such lease and to such property so leased to the same extent as if the 
lessee were the licensee: Provided, That the provisions of this article 
shall not apply to parts of the project or project works which may be 
used by another jointly with the licensee under a contract or agreement 
whereby the licensee retains the occupancy, possession, and control of 
the property so used and receives adequate consideration for such 
joint use, or to leases of land while not required for purposes of gen- 
erating, transmitting, or distributing power, or to buildings or other 
property not built or used for said purposes, or to minor parts of the 
project or project works, the leasing of which will not interfere with 
the usefulness or efficient operation of the project by the licensee for 
such purposes. 

Article 17. The licensee, its successors and assigns will, during the 
period of the license, retain the possession of all project property 
covered by the license as issued or as later amended, including the 
project area, the project works, and all franchises, easements, water 
rights, and rights of occupancy and use; and none of such proper- 
ties necessary or useful to the project and to the development, trans- 
mission, and distribution of power therefrom will be voluntarily sold, 
transferred, abandoned, or otherwise disposed of without the approval 
of the Commission: Provided, That a mortgage or trust deed or 
judicial sales made thereunder, or tax sales, shall not be deemed vol- 
untary transfers within the meaning of this article. In the event the 
project is taken over by the United States upon the termination of 
the license, as provided in section 14 of the act, or is transferred to a 
new licensee under the provisions of section 15 of the act, the licensee, 
its successors and assigns, will be responsible for and will make good 
any defect of title to or of right of user in any of such project property 
which is necessary or appropriate or valuable and serviceable in the 
maintenance and operation of the project, and will pay and discharge, 
or will assume responsibility for payment and discharge, of all liens 
or incumbrances upon the project or project property created by the 
licensee or created or incurred after the issuance of the license: 
Provided, That the provisions of this article are not intended to pre- 





POWER AUTHORITY OF THE STATE OF NEW YORK 191 


vent the abandonment or the retirement from service of structures, 
equipment, or other project works in connection with replacements 
thereof when they become obsolete, inadequate, or inefficient for further 
service due to wear and tear, or to require the licensee, for the purpose 
of transferring the project to the United States or to a new licensee, to 
acquire any different title to or right of user in any of such project 
property than was necessary to acquire for its own purposes as licensee. 

Article 18. The terms and conditions expressly set forth in the 
license shall not be construed as impairing any terms and conditions 
of the Federal Power Act which are not expressly set forth herein. 

Article 19. In the design, construction, maintenance and operation 
of the project covered by this license, the licensee shall comply with 
all applicable provisions and requirements of the order of approval 
(International Joint Commission docket 68) issued October 29, 1952, 
by the International Joint Commission to the governments of the 
United States and Canada for the construction of certain works for 
the development of power in the International Rapids section of the 
St. Lawrence River. 

Article 20. The licensee shall commence construction of the proj- 
ect works within one year from the effective date of the license, shall 
thereafter in good faith and with due diligence prosecute such con- 
struction, and shall complete the project and place it in operation 
within seven years after construction is commenced. 

Article 21. Not less than three months prior to starting construc- 
tion of the dikes within the United States upstream from the Long 
Sault dam and for the dike and any other works in the vicinity of the 
entrance to the existing Massena Canal and Richards Landing, the 
licensee shall submit for Commission approval exhibit L, general 
design drawings for such structures in accordance with the Commis- 
sion’s rules and regulations. 

Article 22. Subject to the further order of the Commission, the 
licensee shall provide intake facilities leading to the Massena Canal 
and, within 1 year from the effective date of this license, the licensee 
shall submit to the Commission a report on the feasibility of providing 
works to permit the continued operation of the Massena hydroelectric 
project of the St. Lawrence River Power Co. during the construction 
of the project covered by this license and at times when the project 
under this license cannot utilize all flow of the St. Lawrence River 
available to the project : Provided, however, That this license require- 
ment shall not be construed as deciding at this time what rights, if 
any, the St. Lawrence River Power Co. may have to divert water from 
the St. Lawrence River through the Massena Canal or to maintain 
and operate its generating facilities at Massena, whether the licensee 
should pay for the entire intake facilities leading to the canal, or 
whether the St. Lawrence River Power Co. should pay for such por- 
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tion of the cost of such intake facilities as may be in excess of the cost 
of an adequate dike structure at such location as would be most 
economic but without intake facilities. 

Article 23. The licensee shall file for approval in accordance with 
the Commission’s rules and regulations supplemental exhibit F, de- 
tail statement of project lands, and exhibit K, detail maps of project 
area and project boundary, within 3 years of the effective date of the 
license. 

Article 24. The Commission reserves the right to determine at a 
later date what transmission facilities are a part of the project and 
are to be included in the license for the project. 

Article 25. Unless otherwise ordered by the Commission after 
further consideration of the reduction in stage to elevation 238, the 
licensee shall, prior to flooding the reservoir, clear all lands in the 
bottom and margin of the reservoir below elevation 249 feet, from 
Chimney Point to the Barnhart Island powerhouse, and shall dis- 
pose of all temporary structures, unused timber, brush, fences, 
buildings, refuse and other undersirable materials, or inflammable 
material resulting from the clearing of the lands or from the con- 
struction and maintenance of the project works. In addition, all 
trees along the margins of the reservoir which may die from its 
operation shall be removed. The clearing of the lands and the dis- 
posal of the material shall be done with due diligence and to the 
satisfaction of the authorized representative of the Commission. 

Article 26. The licensee shall construct, maintain and operate such 
fish protective devices and shall comply with such reasonable modi- 
fications of project structures and operations in the interest of fish 
and wildlife resources as may be hereafter prescribed by the Com- 
mission upon the recommendation of the Secretary of the Interior. 

Article 27. The licensee shall pay to the United States the follow- 
ing annual charges: 

For the purpose of reimbursing the United States for the costs 
of administration of part I of the act, 1 cent per horsepower on the 
authorized installed generator capacity (computed at 1,250,000 
horsepower) plus 214 cents per 1,000 kilowatt-hours of gross energy 
generated by the project during the calendar year for which the 
charge is made. 

Article 28. The licensee shall make a reasonable portion of the 
power capacity and a reasonable portion of the power output avail- 
able for use within the economic market area in neighboring states 
and shall cooperate with agencies in such states to insure compli- 
ance with this requirement. In the event of disagreement between 
the licensee and the power marketing agencies (public and private) 
in any of the other states within the economic market area, the 
licensee further agrees that the Commission may determine and fix 
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the applicable portion of power capacity and power output to be 
made available hereunder and the terms applicable thereto; Pro- 
vided, That if any state shall have designated a bargaining agency 
for the procurement of such power capacity and power output on 
behalf of such state, the licensee shall cooperate and deal only with 
such agency in that state. 

(C) The exhibits listed and described in finding (3) above are 
approved and made a part of the license insofar as they show lands 
and project works within the United States. 

(D) This order shall become final 30 days from the date of its 
issuance unless application for rehearing shall be filed as provided 
in section 313 (a) of the act. In acknowledgment of the acceptance 
of this license, it shall be signed for the licensee and returned to the 
Commission within 60 days from the date of issuance of this order, 
or, in the event an appeal be taken, with 60 days from the date when 
this order, under the Commission’s rules becomes the act of the 
Commission. 


Smiru, Commissioner, concurring: 

I am in full agreement with the majority that this license should be 
issued and the construction started without further delay. By issuing 
a license to the Power Authority of the State of New York for the 
development of hydroelectric energy in the International Rapids sec- 
tion of the St. Lawrence River, the Commission is at long last advanc- 


ing the time when the enormous water power resources there available 
can be utilized in the public interest to meet in a most economical 
fashion the greatly increasing needs of the area in which this energy 
will be distributed. 

As abundantly appears from the opinion of the Commission, sub- 
stationally the same factors which are now said to justify the licensing 
of this project were present 214 years ago when the Commission re- 
fused to issue a license for practically the same project to this same 
applicant. When it is realized that the average annual power output 
of some 12,600,000,000 kilowatt hours is expected to be worth over 
$80,000,000 a year, it becomes clearly apparent how unfortunate it is 
that this authorization was not granted in December 1950, when the 
Commission saw fit merely to refer the matter to Congress, where pro- 
posals for Federal participation with Canada in the combined power- 
seaway project had lain dormant over the past several decades. What- 
ever the basis for then insisting that no start be made toward providing 
for the power project unless and until the navigation project was 
simultaneously authorized, it seems clear that the basic purpose of the 
Federal Power Act to foster and encourage the utilization of Federal 
power resources has not been served by this delay, nor has the economy 


1See my dissenting opinion in this docket issued December 22, 1950, 9 F. P. C. 301. 
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of the market area, either in Canada or in the United States, been 
advanced by the failure to make a start toward providing this 
substantial block of badly needed low-cost power. 

The feature which was then said to warrant reference to Congress— 
namely the prospect of at the same time providing for a deepwater 
seaway—has always been a question for determination by the Con- 
gress; it remains so at this time. The facilities which the Commission 
is now authorizing will be fully compatible with the subsequent con- 
struction of a seaway, either in the United States if Congress so 
decides, or in Canada. This was equally true in December 1950. 

One of the objections raised by the examiner when he recommended 
rejection of the State’s application in December 1949, was directed to 
certain imperfections which he thought were present in the Enabling 
Act creating the Power Authority of the State of New York. If there 
were then imperfections in the State legislation (as to which there was 
some difference of opinion) * they could readily have been taken care 
of, as was pointed out at that time, by insertion in the license to be 
accepted by the State agency of conditions which the Commission 
thought appropriate, had it shared the views of the examiner in this 
respect. 


Dory, Commissioner, concurring: 
I concur with the majority in the action taken to the extent of issuing 


the license to the Power Authority of the State of New York for 
the construction of the St. Lawrence project. This development has 
been too long delayed, and in my opinion is badly needed not only for 
the economic development of the area but also strengthening our 
national security. 

However, I disagree with the majority in their finding that the 
Commission is without basic authority to impose the condition that 
public bodies and non-profit cooperatives engaged in the distribution 
of electric power shall be given a preference in the marketing of the 
power from this project. This raises a fundamental problem of 
administering part I of the Federal Power Act and on which I wish 
to take this opportunity to express my views. 

Two proposed marketing conditions were proposed to us by certain 
interveners to be inserted in the license which were as follows: (1) that 
as a national resource of the northeastern region of the United States, 
the power to be developed and marketed from the proposed St. 
Lawrence project shall not be limited to the State of New York, but 
that a reasonable portion of such power shall be made available by the 
licensee to consumers in other States within a reasonable transmission 
distance of the project; and (2) that public bodies and non-profit 


*The examiner now finds that amendatory legislation has eliminated such questions 
as he thought present earlier. 
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cooperatives engaged in the distribution of electric power shall be 
given preference in the marketing of power from the St. Lawrence 
project in a similar manner as Congress has required preferences in 
the sales to public bodies and cooperatives in section 5 of the Flood 
Control Act of 1944 (16 U. S. C. 825s) in the disposition of power 
from Federal projects subject thereto. 

We have adopted the first condition as being in the public interest 
and within our statutory authority. However, the majority of the 
Commission has rejected the second proposed condition, not on the 
ground that such a condition is inconsistent with the public interest, 
but on the ground that the imposition of such a condition is without 
our statutory authority. 

A review of the provisions of the Federal Power Act leaves me with 
a firm conviction that the Commission is vested with authority to re- 
quire, as a condition to the license, both of the marketing conditions 
referred to above. Our authority to impose the second condition stems 
from the same authority which we found authorizes us to impose the 
first condition. 

By the provisions of section 4 of the Federal Power Act, the Com- 
mission is given authority to issue a license for this project to be 
located in navigable waters of the United States. By sections 4, 6, and 
10 we are further authorized to prescribe conditions which we deem 
necessary or desirable in the public interest, in conformity with the 
act. These are the sections which grant the Commission its broad 
general authority to impose conditions in a license. I find no more 
specific authority in the Federal Power Act to impose the first condi- 
tion which we adopted than there is to impose the second condition 
which the majority refused to adopt. 

Regarding our authority to impose license conditions under the act 
the Supreme Court said in United States v. Appalachian Power Co., 
311 U.S. 377, 427: “The license conditions to which objection is made 
have an obvious relationship to the exercise of the commerce power. 
Even if there were no such relationship, the plenary power of Congress 
over navigable waters would empower it to deny the privilege of 
constructing an obstruction in those waters. Jt may likewise grant the 
privilege on terms.” [Emphasis added.] There the Court had refer- 
ence to license conditions prescribed by the Commission under the 
provisions of the Federal Power Act. Again in 1952 in Federal Power 
Commission v. Idaho Power Co., 344 U. S. 17, 23, the Supreme Court 
after pointing out that the Commission pursuant to part I of the act 
is plainly the guardian of the public domain, said: “Sections 4 and 10 
speak specifically of the public domain—waterways and public lands. 
Section 6 makes each licensee subject to all the terms and conditions 
of the act and to ‘such further conditions, if any, as the Commission 
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shall prescribe in conformity with this act * * *. Section 6, read in 
the context of sections 4 and 10, would seem to give ample authority to 
the Commission to attach the conditions imposed here.” And there the 
Commission imposed a condition granting the Federal government 
a preference in the use of a licensed transmission line, and it should 
be noted that there is no more specific authority in the act for imposing 
that condition on the Idaho Power Co. than there is for the preference 
condition rejected by the Commission in this case. 

In deciding that the first marketing condition is in conformity with 
the act, the majority states that the second proposed condition is 
inconsistent with sections 10 (h) and 19 of the act. They also seem 
to indicate that sections 7 (a) and 10 (e) in some fashion would limit 
the Commission’s authority to prescribe the proposed preference 
condition. 

With respect to the application of section 10 (h) to Commission 
action, the Commission has heretofore represented to the United 
States Supreme Court in its brief in the case of Pennsylvania Water 
0o. v. F. P. C. (343 U. S. 414) that on its face section 10 (h) has the 
same scope as the Sherman Act; that when it refers to “combinations, 
agreements, arrangements, or understandings,” it is obviously con- 
cerned only with private combinations, etc., just as is the Sherman 
Act; and that section 10 (h) thus clearly does not interfere with or 
diminish the authority of the Commission. Obviously, then, 10 (h) 
does not prohibit the attachment of conditions which the Commission 
finds should be attached to a license as required by the public interest. 

In its opinion in this case the Supreme Court at page 422 said: “To 
the extent that Penn Water is being controlled, it is by the Commis- 
sion, acting under statutory authority, not by Consolidated, acting 
under the authority of private contract terms ‘legalized’ by the Com- 
mission. The duty of Penn Water to continue its coordinated opera- 
tions with Consolidated springs from the Commission’s authority, not 
from the law of private contracts.” 

In my mind this would seem to be a complete answer to any conten- 
tion that the Commission’s action in prescribing such a condition 
would be inconsistent with section 10 (h). 

Section 19 has reference to regulation of rates and services after 
the issuance of a license. It in no way is a limitation on the Commis- 
sion’s power to impose conditions in a license which it finds are in the 
public interest. The imposition of the proposed preference condition in 
no way derogates any authority the State might have under section 19. 
If this were true the first marketing condition which was adopted re- 
quiring that a portion of the power be removed from the reach of con- 
sumers in New York and sold to consumers in neighboring States 


would equally derogate the authority of the State of New York under 
section 19. 







PUBLIC POWER AND WATER CORPORATION 197 




































The majority’s reliance on the provision of section 7 (a), which 
merely provides for a preference to State and municipal applicants in 
the event of conflicting applications with private applicants, as cir- 
cumscribing the authority of the Commission to attach conditions to 
the license to my mind involves a plain non-sequitur. 

Regarding section 10 (e) of the act, it is noted that Congress has 
therein offered an inducement to a State or municipal licensee to make 
the power from the project available to the public without profit by 
waiving annual charges in such cases. The general purpose of that 
provision is very closely analogous to the congressional purpose ex- 
pressed in the preference provisions of section 5 of the 1944 Flood 
Control Act. The sale of the power developed by the St. Lawrence 
project so that it would reach the ultimate consumers without profit 
is the very purpose of the proposed preference condition. It would 
seem obvious, therefore, that the proposed preference condition is in 
conformity with the general purpose of section 10 (e) of the act. 

It is my view that only by the proposed preference condition can we 
be certain that the power developed by the St. Lawrence project will 
be marketed in such manner as to encourage the most widespread use 
thereof at the lowest possible rates to consumers, which are the reasons 
which impelled Congress to impose similar preference provisions 
respecting the disposition of power from Federal projects such as 
those subject to the 1944 Flood Control Act and the Tennessee Valley 
Authority Act (16 U. S.C. 831i). 


In THE Martrer oF 
PUBLIC POWER AND WATER CORPORATION 
Application for License 
Project No. 2121 
July 15, 1953* 
Syllabus 


1. Since Federal Power Act requires the most economical and efficient use of 
natural resources, coal interveners have no right to protected markets 
for the sale of coal, where fuel substitutes are available which cost less 
for like heat units. P. 200. 

2. Commission denies application of Public Power and Water Corp. for a license 
under the Federal Power Act on finding: (1) that no provision has been 
made for navigation improvements, (2) lack of financial backing, (3) no 





*Designated Commission opinion No. 256. Rehearing denied by Commission order 
issued September 4, 1953. Affirmed 212 F. 2d 227 (CADC), cert. denied 347 U. S. 1015. 
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cooperate with this applicant. P. 201. 













































By THE CoMMISSION : 
OPINION 


applicant.* 





was incorporated by reference. 


evidence of financial plan, (4) Government of Canada is unwilling to 


Public Power & Water Corp., a privately owned New Jersey cor- 
poration with offices in Tventon, N. J:, filed an application on De- 
cember 4, 1952 for a license under the Federal Power Act covering 
certain power and navigation facilities to be located in the Inter- 
national Rapids section of the St. Lawrence River. 
of the applicant, hearings were held on December 18 and 19, 1952, 
January 12 and February 2, 3, and 4, 1953. On February 10, 1953, 
revised exhibits G and N were filed as amendments to the application. 

Substantially the same facilities are proposed for this section of 
the river as were proposed by the same applicant in an application 
filed August 23, 1948, and supplemented May 2, 1949, for project No. 
2006, which was denied by the Commission on January 9, 1951, 10 
F. P. C. 661. In the earlier application, the applicant proposed 
navigation facilities to provide a deep waterway from Montreal, 
Canada, to the St. Mary’s River, the outlet from Lake Superior. 
reconsideration of the 1951 order of denial was sought by the 


At the request 


Since the facilities proposed by the applicant would occupy the 
same section of the St. Lawrence River as would be occupied by the 
facilities proposed for construction by the Power Authority of the 
State of New York in its application for a license for project No. 2000, 
Public Power & Water Corp. claims that its proposal is superior to 
project No. 2000. By reason of the deficiencies in the showing in 
support of application for project No. 2121, it has not been necessary 
for us to consider the possible conflict between the two applications. 

Public Power & Water Corp. does not propose complete navigation 
improvement of the St. Lawrence River under its auspices. 
poses to construct what it calls a “toll-free waterway” which would 
consist of two locks, one at Grass River and one at Robinson Bay, 
and the Long Sault Canal connecting the two locks and extending 
around Long Sault Dam and the Barnhart Island powerhouse. 
navigation features are modifications of the navigation facilities for 
this section of the river proposed in the 1942 final report of the United 
States Army Corps of Engineers on the St. Lawrence River project. 

The proposed two navigation locks and the short connecting canal 
could not provide for deep-draft navigation without the construction 
of navigation improvements upstream and downstream for which the 

* For the purposes of the present proceeding, we have considered only the record made 


on the application filed December 4, 1952, for project No. 2121 and the 1942 final report 
of the United States Army Corps of Engineers on the St. Lawrence River project which 
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applicant makes no provision, but which it assumes will in some man- 
ner be harmonized with its own construction and will be constructed 
under some other auspices. Even in the International Rapids section 
the applicant does not propose to construct navigation improvements 
in all of the portions of the river which the Army Corps of Engineers 
found would have to be improved for deep-draft navigation. The 
applicant modified the Army plans without any field surveys and 
without consulting the Army Engineers as to the desirability of the 
modifications. 

Obviously, the construction of effective power or navigation facili- 
ties in the St. Lawrence River requires the cooperation of the Govern- 
ment of Canada. That Government has announced its unwillingness 
to cooperate with this applicant, notwithstanding efforts by the ap- 
plicant to secure such cooperation. 

About 25,000 cubic feet per second of water is presently being 
diverted through the Massena Canal from the St. Lawrence River by 
the St. Lawrence River Power Co., a subsidiary of the Aluminum 
Co. of America. The water so diverted is used in the power company’s 
Massena power plant and the electric energy therefrom is used in the 
aluminum works of its parent corporation. Part of the water diverted 
is also used for industrial purposes and for municipal purposes by 
the village of Massena and other communities in the area. In its 
application and during the hearing, the applicant proposed that if it 
built the St. Lawrence power facilities it should be allowed to continue 
the diversion of water through Massena Canal for the benefit of 
ALCOA, although at one time during the hearing the president of 
applicant said the diversion should be discontinued. Apparently the 
applicant proposes to pay for the diversion facilities which would 
be constructed for the benefit of ALCOA. 

Less than half as much head is developed at the Massena plant as 
could be developed at the Barnhart Island plant. Consequently, it 
would obviously be uneconomic and wasteful to utilize the water 
through the Massena plant when it can be used through the Barnhart 
Island plant and to this extent the applicant does not propose to make 
the best possible use of the water available. 

The applicant also failed to deduct from the estimated project 
revenues the income which would be received if power was generated 
at the Barnhart Island plant by the water now diverted through 
Massena Canal. Inasmuch as the applicant proposes to continue the 
diversion through the canal, the output of the Barnhart Island plant 
would be reduced accordingly. There are other equally serious de- 
ficiencies particularly in applicant’s financial showing, as found by 
the presiding examiner, and for which the applicant has made no 
explanation. 

The applicant proposes to construct facilities which will cost over 
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$300 million. Only some $260 in cash has been paid on its outstanding 
stock and the applicant does not own any property. ‘This would not 
indicate any serious financial backing for its proposal. Also, after 
full opportunity was offered in December 1952, in January and in 
February 1953 for it to do so, the applicant failed to present any wit- 
ness who would explain the plan of financing proposed and assure the 
Commission of its successful fruition if the required authorizations are 
obtained. An endeavor by applicant to secure such testimony through 
the coercion of a subpoena was unsuccessful after the subpoena had 
been issued as requested. 

By somewhat reckless and unsupportable assertions during the oral 
argument before us, the president of the applicant sought to compel 
consideration of his application without regard to serious objections 
stated by the presiding examiner in his initial decision. We have 
considered not only arguments and contentions of the applicant and 
the hearing record, but we have given attention to the findings of the 
presiding examiner and to his independent analysis of the showing 
made. From all of this it is clear that this applicant has not sup- 
ported adequately its imperfect application and that it proposes a 
development the magnitude and national and international importance 
of which escapes its comprehension. 

Interveners opposing any construction in this section of the river.— 
The only evidence presented by any of the interveners in opposition to 
power development facilities in the International Rapids section of the 
river was given during the taking of testimony on project No. 2121. 
The National St. Lawrence Project Conference did not offer any evi- 
dence at any time and therefore has not shown any factual basis for 
intervention which was allowed partially for that purpose. 

The coal interveners have not shown that any coal producers or 
mine workers would be injured in the slightest by the distribution of 
electric power from the proposed project, or even that if this project 
is not constructed the fuel-burning generating plants which must be 
constructed in the future as substitutes would utilize coal. The basic 
claim of these interests appears to be that they should have protected 
markets for the sale of coal, notwithstanding the availability of fuel 
substitutes which cost less for like heat units. Within the limited 
responsibilities assigned to us under part I of the Federal Power Act, 
the public interest would require the most economic and efficient use of 
natural resources. Our sympathy for those coal interests whose mar- 
kets may be dwindling should not blind us to the broader public 
benefits which can be obtained through orderly and comprehensive 
development of water power resources if power can be more economi- 
cally produced thereby. We are unable to find that the coal interests 
have demonstrated any reasonable basis for further consideration as 
interveners. 
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The Commission further finds: 

(1) Public notice of the filing of the application has been given as 
required by the act. 

(2) The portion of the St. Lawrence River within the United 
States which would be occupied by the proposed project is a navigable 
water of the United States and is also subject to the jurisdiction of 
Congress as an international boundary water, as has heretofore been 
found by the Commission (9 F. P. C. 301 at 304). 

(3) The applicant proposes to have deep-draft navigation, presum- 
ably outside of the International Rapids section, provided by some 
undesignated entity, under some unspecified authorization, in coopera- 
tion with some unidentified entity in Canada, governmental or other- 
wise. This applicant has made no economic studies with respect to a 
deep-draft waterway nor attempted to ascertain what governmental 
authorizations are required. 

(4) The application states the amount of the present diversion 
through the Massena Canal as from 25,000 to 27,000 cubic feet per 
second and says the diversion is to be continued after project No. 2121 
is placed in operation. The applicant’s president proposed that the 
diversion be reduced and then decided to leave the application “as is” 
insofar as the Massena Canal diversion is concerned. The same pro- 
posal was made in 1948 by this applicant in its application for project 
No. 2006 (Item 0-1, p. 63). The continued diversion through the 
Massena Canal of 25,000 cubic feet per second, as stated in the applica- 
tion, would be used for power generation through a head of about 40 
feet instead of about 80 feet at the Barnhart Island powerhouse and 
would result in an annual loss of about 1,200,000,000 kilowatt-hours to 
the Barnhart Island powerhouse. Such diversion through the Mas- 
sena Canal would not result in adequate utilization of the water 
resources of the International Rapids section. Accordingly, project 
No. 2121 would not be best adapted to the comprehensive development 
of the St. Lawrence River. 

(5) The applicant’s president did not support the estimate of cost 
of project No. 2121 as given in the application and during his testi- 
mony raised the cost estimate from $285,000,000 to $359,000,000. He 
also increased the amount of securities to finance the project, as stated 
in the application, from $291,000,000 (including $200,000,000 of 
bonds) to $365,000,000 (including $250,000,000 of bonds). He also 
overestimated his project income by failing to reduce the estimated 
operating revenues from approximately $26,825,000 to $23,587,500 to 
fully reflect the loss of salable electric energy resulting from the 
continued diversion through the Massena Canal. 

(6) After payment of operation and maintenance expenses under 
the applicant’s plan there would be left a net of about $2,400,000 
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available for bond retirement and dividends for preferred and junior 
stocks. The applicant shows annual payments necessary to retire the 
bonds as in excess of this $2,400,000. Nothing would remain for 
stockholders. 

(7) The applicant has made no showing of any effective contracts 
with any entity in Canada, governmental or otherwise, which could 
carry on the complementary construction and operation in Canada. 
The Government of Canada indicated during the hearing that this 
applicant would be unacceptable as a partner in this undertaking. 
There is no showing that any attempt has been made to secure authori- 
zation from the International Joint Commission for construction of 
either the two locks which are proposed or of the other navigation 
facilities which must be constructed before a deep waterway could 
be made available for actual navigation use. 

(8) No satisfactory plan for financing project No. 2121 has been 
presented to the Commission. Nor has the applicant for this project 
shown any tentative or firm commitment, agreement or understanding 
by any underwriting house that the financing can be arranged if 
requisite authorizations are obtained. 

(9) There is no evidence that the output of any coal mine now in 
production or the hours of employment of any coal miners now work- 
ing would be reduced by reason of the construction and operation 
of the St. Lawrence power plant or that the plant output of electric 
energy will displace in whole or in part the output of any electric 
generating plant now using coal for power generation, nor has it 
been shown that either the coal producers or the mine workers would 
be adversely affected by the construction and operation of the St. 
Lawrence power plant. 

(10) In the construction of additional facilities for the generation 
of electric energy, it is desirable that, to the extent it is authorized 
to do so, the Commission shall provide for the development and use 
of natural resources in the most economic and efficient manner possible. 

(11) The objections of the coal interveners do not constitute any 
good or sufficient reason for refusing to issue a license for construction 
and operation of the St. Lawrence power facilities. 

(12) Neither the coal producers nor the mine workers have shown 
that they are properly interveners in the application for project No. 
2121. 

The Commission orders: 

The application of Public Power & Water Corp., of Trenton, N. J., 
for a license under the Federal Power Act for project No. 2121 is 
hereby denied. 
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In THE Matrer oF 
NAMEKAGON HYDRO COMPANY 
Application for License 
Project No. 2097 
July 30, 1953* 
Syllabus 


1. Commission finds that the Namekagon River is a navigable water of the United 
States, and thus subject to the licensing power of the Commission under 
section 4 (e) of the Federal Power Act. P. 204. 

2. Where unique and special types of recreation are encountered even though 
only of local or regional interest, Commission will preserve such recrea- 
tional values in the public interest at the cost of loss of power pursuant 
to section 10 (a) of the Federal Power Act. P. 206. 

3. Commission denies a license under the Federal Power Act to Namekagon for 
a proposed hydroelectric project. TP. 208. 


SmirH, COMMISSIONER, concurring. 

Glen H. Bell, Edward E. Omernik, and Charles P. Seibold for the 
applicant. 

Joseph B. Hobbs and Joseph E. Hayden for the staff of the Federal 


Power Commission. 


By THE COMMISSION : 


OPINION 


This is a proceeding on an application filed November 19, 1951, as 
supplemented, by Namekagon Hydro Co., of Frederic, Wis., for a 
license under section 4 (e) of the Federal Power Act for authority to 
construct, operate, and maintain a proposed hydroelectric project on 
the Namekagon River, to be located about 12 miles upstream from the 
point at which it empties into the St. Croix River. 

The proposed project would include a dam about 383 feet long 
located in Washburn County, Wis.; a reservoir extending about 6.5 
miles upstream having a surface area at normal pool elevation of 
about 800 acres and a storage capacity of about 1,100 acre-feet ; a power 
house integral with the dam, containing two turbines each rated at 
1,040 horsepower operating at a net head of 25 feet, and each con- 
nected to a 750-kilowatt generator located in a power house which 
would serve as part of the dam; and appurtenant facilities. The 
dependable capacity of the project would be 1,000 kilowatts the first 
year of operation, and thereafter would increase to its full dependable 
capacity of 1,500 kilowatts. 





*Designated Commission opinion No. 257. 
EpD1ToRr’s NoTe.—Affirmed 216 F. 2d 509 (CA 7). 
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Pursuant to notice of the application duly published in accordance 
with the provisions of the act and our rules and regulations, a number 
of protests and petitions to intervene were received. Permission to 
intervene has been granted on petitions filed by: the State of Wiscon- 
sin; Washburn County, Wis.; the town of Chicog, Wis.; the city of 
Spooner, Wis.; the Trego Rod & Gun Club; and the Wisconsin Di- 
vision of the Izaak Walton League of America. Another intervener 
was the Wisconsin Public Service Commission which took no position 
except as to jurisdiction. The State of Wisconsin and the Wisconsin 
Division of the Izaak Walton League of America actively oppose the 
issuance of a license, and the other interveners, except the Public 
Service Commission, are for the proposed project. In view of the 
widespread interest in this matter, we ordered that a public hearing 
be commenced in the city of Spooner, Wis., on June 16, 1952. After 
a recess, the hearing was concluded in Washington, D. C., on November 
12, 1952. 

The applicant, the State of Wisconsin, and the Wisconsin Division 
of Izaak Walton League of America, and the Commission’s staff filed 
briefs. On April 14, 1953, the presiding examiner issued his decision, 
together with a proposed order for issuing a license. By order issued 
May 19, 1953, we set the matter down for oral argument and review 
of the examiner’s decision on exceptions filed by the State of Wis- 
consin. Argument before the Commission was heard May 25, 1953. 

The evidence of record clearly shows, and there appears to be no 
question, that the proposed project has engineering feasibility, that 
the areas proposed to be served by the project have a ready market 
and need for its power, and that applicant can finance its construction. 
It appears that the issues between the parties have been resolved to 
the following two questions: (1) whether the proposed project is 
subject to the Commission’s jurisdiction under section 4 (e) of the 
act; and (2) whether the proposed project is best adapted to a compre- 
hensive plan for improving or developing a waterway or waterways 
for the use or benefit of interstate or foreign commerce, for the im- 
provement and utilization of water power development, and for other 
beneficial public uses, including recreational purposes, as required 
by section 10 (a) of the act. 

Section 4 (e) of the Federal Power Act authorizes and empowers 
the Commission to issue a license for a water power project located 
in or along a navigable water of the United States, and section 23 (b) 
makes it unlawful to construct such a project without first having 
obtained a license therefor. United States v. Appalachian Electric 
Power Co., 311 U.S. 377. 

On April 20, 1943, Jn the Matter of the City of Spooner, 3 F. P. C. 
986, the Commission found that the Namekagon River is a navigable 
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water of the United States with respect to the project then proposed 
by the city of Spooner, Wis. The project proposed by the city of 
Spooner was to be located about 25 miles upstream from the project 
proposed by the applicant in this proceeding. 

The evidence of record in this proceeding shows that the Name- 
kagon River was used for several years for the transportation of loose 
logs from points upstream from the proposed Namekagon project to 
mills and markets on the St. Croix River in Minnesota. In recent 
years the river has been used for shallow draft pleasure boating past 
the site of the proposed project. 

The applicant is a corporation organized under the laws of the state 
of Wisconsin and it operates no other power plants or electric facili- 
ties. It proposes to sell all of the power developed by the project to 
its affiliates, Northwestern Wisconsin Electric Co. and the Dahlberg 
Light & Power Co. for transmission to and distribution in their re- 
spective service areas in northwestern Wisconsin and part of the 
adjoining area in Minnesota served by Northwestern Wisconsin. The 
proposed project is conveniently located with respect to the service 
areas of these two affiliated, generating, transmitting and distributing 
companies. They would construct relatively short transmission lines 
from the project to connect with their existing facilities. 

The proposed project would provide the most economical source of 
power available for distribution in the service areas of applicant’s 
two affiliated companies. Power is available from existing hydro- 
electric facilities of other companies. However, the rates for such 
additional power, including the costs of the necessary facilities for 
transmission of such power to the service areas of applicant’s two 
affiliated companies, is slightly in excess of the cost of power generated 
from fuel based on fuel and other costs at the time of the hearing. 
The record shows that the most economical fuel power for the area 
that would be served by proposed Namekagon project would be that 
generated by Diesel plants. 

The Namekagon River is located in one of the principal recreational 
areas of the Nation. It originates in Namekagon Lake in Bayfield 
County, Wis., and runs southwesterly about 85 miles through Bayfield, 
Sawyer, Washburn, and Burnett Counties to its junction with the 
St. Croix River, about 6 miles east of the Wisconsin-Minnesota 
boundary. 

In its lower section, including the area of the proposed project, the 
Namekagon River is scenic as well as unique with respect to its safety 
features for canoeing. For this reason the river is used extensively 
for canoe floating trips by various children’s organizations. The cur- 
rent in this section of the river is relatively gentle and the stream has 
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an unusual uniformity of depth, so that children of the age cus- 
tomarily using this river can wade ashore, were the canoe to overturn. 
The Namekagon River in its lower section comes within the class of 
a most special type of recreation because of the indicated uniqueness. 

Furthermore, small-mouth bass fishing is one of the principal past 
and present resources of the Namekagon River. The United States 
Fish and Wildlife Service has reported that small-mouth bass fishing 
in Wisconsin and the North Central States is fast disappearing and 
that small-mouth bass fishing is one of the highest types of angling. 
The record shows that many fishermen visit the Namekagon River 
year after year for this type of fishing. Other fishermen prefer 
neighboring lakes to river fishing. 

The recreational and scenic values of the Namekagon River are 
utilized by a large area, including the metropolitan areas of Mil- 
waukee, Chicago, and the twin cities of St. Paul and Minneapolis. 
The Wisconsin Conservation Commission has listed the Namekagon 
as being one of its few remaining undeveloped rivers with a recom- 
mendation that it be preserved in its present relatively natural state. 

The State of Wisconsin and the Wisconsin Division of the Izaak 
Walton League of America contend that the unique recreational 
values of the river should cause us to deny a license pursuant to section 
10 (a), even if we otherwise have the authority to issue a license under 
section 4 (e) of the act. In the circumstances of this case, we think 
there is merit to that contention. 

Recreational values are given consideration in every license applica- 
tion before the Commission. However, the Commission realizes that 
in many cases where unique and most special types of recreation are 
encountered a dollar evaluation is inadequate as the public interest 
must be considered and it cannot be evaluated adequately only in 
dollars and cents. Unique and most special types of recreation have 
been preserved in the public interest at the cost of loss of power which 
is definitely ascertainable in monetary value. An example of such 
action is in connection with an application for license Jn the Matter 
of Southern California Edison Co., 8 F. P. C. 364. In that case (p. 
385), we said: 


In addition to the authority contained in section 4 (e) the provisions of section 
10 (a) of the act require us to find before issuing a license that the company’s 
water-power project is best adapted to a comprehensive plan for the improvement 
and utilization of water power development and most important of all we are 
required to find that the project is best adapted for all other beneficial public 
uses including recreational purposes. 

It is our duty to give consideration to the benefits to be obtained by the public 
in utilizing the waters available for all purposes and to consider the burdens 
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placed on each class of the public by conflicting uses. Under section 10 (a) we 
must consider the recreational interests and the conditions requested by the 
Secretary of Agriculture. Our responsibility under section 10 (a) is to protect 
the public interest. 

We imposed a condition in the license issued to the Southern Cali- 
fornia Edison Co. requiring a minimum release of a specified amount 
of water in order to protect the recreational values of the Kern River 
in the Sequoia National Forest. In that case the company estimated 
that the condition would result in a power loss of approximately 
$1,000,000 during the period of the license. 

It can readily be seen that efforts to attach only money values to rec- 
reation of unique and most special types must generally fail, if the pur- 
pose is to show all that will be affected if such recreational resources 
are impaired or destroyed. Unique and most special type recreational 
streams are, quite frequently, also fine power streams. 

The framers of the Federal Power Act undoubtedly were aware of 
these conflicting uses when they formulated the statutory guides found 
in section 10 (a) for the issuance of licenses. ‘Tremendous quantities 
of falling water—latent electric energy sources—have been and remain 
unused because their scenic or recreational values have caused them to 
be placed in a superior position. In our national park system, the 
Great Falls of the Yellowstone River in Yellowstone National Park is 
an example of unused water power because of such recreational values. 
In the eastern part of the United States it is reasonably certain that the 
fullest possible development of Niagara Falls for electric power will 
never be permitted as it would involve impairment or destruction of the 
scenic value of the Falls and water of great power value must continue 
to go unharnessed. It is to be realized that recreational resources of a 
unique and most special type fall within a wide range as to their local, 
regional or national importance. The consideration of public interest 
is no less because a unique and special type recreational resource may 
have local or regional interest. 

Although the State of Wisconsin concedes that we are bound by the 
decision of the Supreme Court in First Jowa Coop. v. F2deral Power 
Commission, 328 U.S. 152, the State has suggested that the applicant 
be required to comply with State laws. However, in view of our action 
herein, it is unnecessary to give further consideration to the matter of 
compliance with State laws. 

Upon consideration of the application filed herein, the evidence of 
record, the contentions and pleadings, and for the reasons and upon the 
basis of the findings and conclusions set forth herein, the Commission 


further finds: 


(1) The Namekagon River from its mouth to points above the site of 
the proposed project is a navigable water of the United States. 
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(2) The interests of interstate commerce would be affected, by the 
construction and operation of the proposed project. 

(3) The proposed project is not best adapted for beneficial public 
uses of the Namekagon River, including the use of the stream for recre- 
ational purposes. 

The Commission orders: 

The aforesaid application for license to authorize the construction, 
operation and maintenance of the proposed project in and along the 
Namekagon River be and the same hereby is denied. 


Sairn, Commissioner, concurring: 

In the opinion of the majority the familiar position is taken that 
legal navigability in the federal sense is shown because the Namekagon 
River has been used extensively for loose logging. As I have pre- 
viously pointed out, however, it is by no means clear to me that the 
courts have ever held loose logging alone to be sufficient, without evi- 
dence of boat navigation, to establish navigability as that term has been 
judicially defined.* In the other cases to which reference is frequently 
made in support of the Commission’s position, there has also been more 
or less use of the particular stream by boats of one sort or another. 
Indeed, in the case of the Namekagon River, the evidence of boat navi- 
gation is much more substantial than it has been in certain other 
instances. 

While no court ruling has been sought or obtained which would deal 
with this problem directly, and thereby resolve the question, never- 
theless, it appears that no useful purpose would be served by my contin- 
ued reiteration of a dissenting position in the face of what now seems 
to be the settled determination of the Commission to adhere to the rule 
stated in the majority opinion. Although I am still unconvinced that 
mere loose logging in the past is sufficient to establish navigability, and 
firmly believe that an authoritative judicial determination of this ques- 
tion would be highly desirable, I have no wish to engage in an exercise 
which at this time appears completely futile. 


1E. g., dockets Nos. DI-177, New York Power & Light Corp. ; DI-179, Niagara Mohawk 
Power Co. ; and project No. 1960, Dairyland Power Cooperative. 
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In THE MATTERS OF 


ALGONQUIN GAS TRANSMISSION COMPANY, G-1319; 
NORTHEASTERN GAS TRANSMISSION COMPANY, G- 
1568; TEXAS EASTERN TRANSMISSION CORPORATION, 
G-1012; PORTLAND GAS LIGHT COMPANY, G-1554; BID- 
DEFORD AND SACO GAS COMPANY, G-1558; GAS SERV- 
ICE, INCORPORATED, G-1559; ALLIED NEW HAMP- 
SHIRE GAS COMPANY, G-1560; GREENFIELD GAS 
LIGHT COMPANY, G-1576; GARDNER GAS FUEL AND 
LIGHT COMPANY, G-i584; ATHOL GAS COMPANY, G- 
1655; BLACKSTONE VALLEY GAS & ELECTRIC COM- 
PANY, G-2077; TENNESSEE GAS TRANSMISSION COM- 
PANY, G-2108. 


















































Applications for Certificates of Public Convenience and Necessity 
August 6, 1953* 
Syllabus 


1. Estimates of operating expenses for future years should be made on the 
assumption that Federal income taxes will continue in accordance with 
present Federal income tax laws. P. 220. 

2. Project may be economically feasible, even though the rate of return during 
the initial years will be less than adequate, if thereafter the rate will 
provide a reasonable return. P. 221. 

8. Commission may re-examine the question of the adequacy of the gas supply 
available to applicant, even though the Commission has in previous certif- 
icate proceedings found the gas supply to be adequate. P. 231. 

4. In estimating market requirements it is not reasonable to assume that service 
to present customers will be allowed to terminate at the expiration of the 
terms fixed in the service agreements. P. 236. 

5. Two separate transmission systems bringing gas into a remote area, although 
their sources of supply are in essentially the same area, are more reliable 
than a single pipeline system bringing gas into the area to be served. 
P. 241. 

6. Commission issues certificates of public convenience and necessity under 
section 7 of the Natural Gas Act to Algonquin and Northeastern to con- 
struct and operate facilities for the transportation and sale of natural gas 
and authorizes Texas Eastern to sell natural gas to Algonquin, and Ten- 
nessee to increase its sales to Northeastern. P. 247. 


Charles E. McGee, Earl Foster, Jr., and William A. Hill for 
Algonquin Gas Transmission Co, 

Henry F. Holland, Stanley M. Morley, and Charles V. Shannon for 
Northeastern Gas Transmission Co. and Tennessee Gas Trans- 
mission Co. 

W. D. Deakins, Jr., David T. Searls, and Charles I. Francis for 
Texas Eastern Transmission Corp. 

Joseph T. Bartlett for Greenfield Gas Light Co. 


*Designated Commission opinion No. 259. 
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D. G. Allen, L. A. Wheeler, and O. R. Waite for Athol Gas Co. 

Francis R. Foley for Blackstone Valley Gas & Electric Co. 

Charles H. Toll for Gas Service, Inc., Portland Gas Light Co., 
Allied New Hampshire Gas Co., Biddeford and Saco Gas Co., and 
Gardner Gas Fuel and Light Co. 

Willard W. Gatchell, Lambert McAllister, W. Russell Gorman, and 
Harry R. Van Cleve, Jr., for Federal Power Commission staff. 


By THE CoMMISSION : 
OPINION 


Algonquin Gas Transmission Co. (Algonquin) filed on January 
24, 1950, an application at docket No. G-1319, as amended on May 1, 
1950, and February 24, 1953, for a certificate of public convenience and 
necessity, pursuant to section 7 of the Natural Gas Act, authorizing 
the construction and operation of a natural-gas transmission system 
extending from an interconnection with the pipeline system of Texas 
Eastern Transmission Corp. (Texas Eastern) at a point near Lam- 
bertville, N. J., to a point near Boston, Mass., and to sell natural gas 
to distributing companies and communities in New Jersey, Connecti- 
cut, Rhode Island, and Massachusetts. Algonquin stated in its appli- 
cation that it would obtain its gas requirements from Texas Eastern. 
Texas Eastern had theretofore filed on March 10, 1948, an application 
for a certificate, docket No. G-1012, as amended on November 14, 
1949, and May 5, 1950, authorizing the construction and operation of 
pipeline facilities for the sale and delivery of natural gas to Algonquin, 
among others. Hearings on the applications of Algonquin and Texas 
Eastern were first held in 1950 and early 1951. 

On December 21, 1950, while the hearings at docket No. G-1319 
were in recess, Northeastern Gas Transmission Co. (Northeastern), 
an intervener in the proceedings at docket No. G-1319, filed an applica- 
tion at docket No. G-1568, amended on May 11, 1953, for a certificate 
authorizing it to construct and operate natural-gas transmission facili- 
ties to enable it to sell and deliver natural gas to “all of the towns 
and communities which Algonquin * * * has applied to this Commis- 
sion for authority to serve and to a number of additional communities 
in Massachusetts, eastern New Hampshire and Maine to whom natural 
gas service has not heretofore been proposed.” 

On December 29, 1950, Northeastern filed a “supplement to petition 
to intervene” in proceedings at docket No. G—1012, in which it is an 
intervener, requesting that “any certificate issued to Texas Eastern” 
be conditioned so “as to require Texas Eastern to sell to Northeastern 
60,000 M. c. f. of natural gas per day in the event” its application filed 
December 21, 1950, at docket No. G—-1568, was granted.’ 


1On April 16, 1953, Northeastern filed a “notice of withdrawal of supplement to peti- 
tion to intervene.” Thereafter, by order issued May 18, 1953, the Commission permitted 
Northeastern to withdraw the supplement to petition to intervene filed on December 29, 
1950. 
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On January 10, 1951, the commission adopted an order, which was 
issued on January 17, 1951, 10 F. P. C. 667, dismissing Northeastern’s 
application at docket No. G-1568 so far as said application sought 
authority to serve market areas which Algonquin proposed to serve 
by its application at docket No. G-1319. 

By a second order adopted by the Commission on January 10, 1951, 
which was issued on January 12, 1951, the Commission dismissed 
Northeastern’s “supplement to petition to intervene” filed at docket 
No. G-1012 on the grounds that, among other things, it had not been 
timely filed. 

By a third order also adopted by the Commission on January 10, 
1951, on motion of Algonquin, and issued on January 12, 1951, North- 
eastern was dismissed from further participation as an intervener in 
the proceedings at docket No. G-1319. 

Thereafter, on February 27, 1951, the Commission issued its opinion 
No. 206 and accompanying order, 10 F. P. C. 35. In paragraph “(B)” 
of said order the Commission issued a certificate at docket No. G—1012 
to Texas Eastern authorizing it, among other things, to sell and deliver 
natural gas to Algonquin. In paragraph “(C)” of this order the 
Commission issued a certificate at docket No. G-1319 to Algonquin 
authorizing it to construct and operate a natural-gas transmission 
system and to sell natural gas to certain customers in the States of 
New Jersey, Connecticut, Rhode Island, and Massachusetts. 

On March 3, 1951, Northeastern filed in the United States Court 
of Appeals for the Third Circuit petitions for review of said opinion 
No. 206 and the accompanying order and for review of the three 
aforementioned orders adopted January 10, 1951. In such petitions 
Northeastern alleged, among other things, that as a competitor of 
Algonquin it had by virtue of said three orders been denied due 
process. Upon review, by the court, the three orders adopted by 
the Commission on January 10, 1951, and certain parts of the order 
accompanying Opinion No. 206 were set aside by order of the court 
of appeals, (Northeastern Gas Transmission Co.. et al. v. Federal 
Power Commission, 195 F. 2d 875 (C. A. 3, 1952)). Issuance of the 
mandates of the court of appeals to this Commission was stayed, first 
by order of the court of appeals, and later by the filing of petitions 
for writ of certiorari with the Supreme Court of the United States 
by Algonquin, Texas Eastern and this Commission. 

On October 13, 1952, the Supreme Court denied the petitions for a 
writ of certiorari to the court of appeals. Algonquin and Texas 
Kastern thereupon filed an “application for stay” in the Supreme 


Court requesting that Court to stay issuance of its order denying 
the petitions for a writ of certiorari until the Supreme Court should 
have acted upon Algonquin’s petition for rehearing. On October 
20, 1952, the Supreme Court denied the application for stay. 
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Algonquin and Texas Eastern filed with the Supreme Court a petition 
for rehearing on October 24, 1952. This petition for rehearing was 
denied by the Court on November 10, 1952. 

The mandates of the Court of Appeals were received by the Com- 
mission on October 23, 1952. By these mandates the Court: (1) set 
aside the three orders adopted by the Commission on January 10, 
1951; (2) set aside paragraph “(C)” of the order accompanying 
opinion No. 206, which issued a certificate to Algonquin; and (3) 
modified paragraph “(B)” of the order accompanying opinion No. 
206 by eliminating from the certificate of public convenience and 
necessity issued to Texas Eastern by said paragraph any authoriza- 
tion to Texas Eastern to sell and deliver natural gas to Algonquin. 
The Court also remanded these matters to the Commission “for further 
proceedings not inconsistent with” the opinion of the Court. 

Pursuant to these mandates, the Commission, by order issued 
October 31, 1952, reopened and consolidated for hearing proceedings 
upon the applications at docket Nos. G-1319, G-1568 and G—1012. 
By this order the Commission also consolidated with the above-men- 
tioned matters, proceedings upon applications of certain New England 
distributing companies, pursuant to section 7 (a) of the Natural Gas 
Act, for orders directing Northeastern to establish physical connection 
with, and to sell and deliver natural gas to each of these applicants. 
These latter proceedings are identified as follows: 

Portland Gas Light Co ; No. 
Biddeford & Saco Gas Co p No. 

Gas Service, Inc No. 

Allied New Hampshire Gas Co No. 
Greenfield Gas Light Co : No. 
Gardner Gas, Fuel & Light Co . No. 

Athol Gas Co No. G 
Blackstone Valley Gas & Electric Co Docket No. G—2077 

On October 21, 1952, Algonquin filed an application, pursuant to 
section 7 of the Natural Gas Act, for a temporary certificate 
authorizing it “to continue with the construction and operation of 
its pipeline system.” On October 31, 1952, the Commission issued 
its “order dismissing application for temporary certificate”, 
11 F. P. C. 1395, in which it found that the “foregoing application filed 
by Algonquin Gas Transmission Co. on October 21, 1952, for a tem- 
porary certificate of public convenience and necessity does not come 
within the purview of the authority of this Commission to grant.” 
Therefore, the Commission by that order dismissed the application 
for a temporary certificate “for lack of jurisdiction.” 

On November 4, 1952, Algonquin filed an “application for rehearing, 
reconsideration and vacation of the order of the Commission issued 
October 31, 1952, and for oral argument thereon before the Commis- 
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sion sitting en banc.” After granting such reconsideration and 
hearing oral argument, the Commission on November 26, 1952, 11 
F. P. C. 1478, issued its order affirming the aforementioned order is- 
sued October 31, 1952, dismissing Algonquin’s application for a tem- 
porary certificate.? 

Hearings in the aforementioned consolidated proceedings com- 
menced on November 25, 1952, and continued with the minimum of 
necessary interruptions until their conclusion on June 4, 1953. 

On January 12, 1953, Tennessee Gas Transmission Co. (Tennessee) 
filed an application at docket No. G-2108, pursuant to section 7 of the 
Natural Gas Act, for a certificate authorizing an increase from 220,000 
M. c. f. per day as established by an earlier order of the Commission to 
433,000 M. c. f. per day as the maximum authorized daily deliveries of 
natural gas to Northeastern, which is a wholly owned subsidiary of 
Tennessee. By order issued February 10, 1953, proceedings upon this, 
and certain other applications of Tennessee, were consolidated for pur- 
pose of hearing with the aforementioned proceedings which had been 
consolidated by the Commission’s order issued October 31, 1952. 

By order issued on June 5, 1953, upon motion of Texas Eastern and 
Algonquin the Commission omitted the intermediate decision pro- 
cedure in these proceedings and fixed date for the filing of briefs and 
for oral argument in these matters. 

On July 1, 1953, Tennessee, Northeastern, Texas Eastern, Algon- 
quin, Blackstone Valley Gas & Electric Co. (Blackstone), and 
Worcester Gas Light Co. (Worcester) filed with the Commission, in 
the form of a letter, a proposed agreement setting forth a basis for 
settlement between these parties of issues involved in these proceed- 
ings. By order issued July 3, 1953, the Commission fixed a date for 
the filing of comments or briefs by parties to these proceedings with 
respect to such proposed plan of settlement and fixed July 17, 1953, 
as the date on which it would hear oral argument with respect to such 
proposed settlement. 

In that order the Commission stated : “Notwithstanding submission 
of the proposed settlement, however, the Commission must consider the 
broad public interest and must examine the proposal within the re- 
sponsibilities assigned to it under the Natural Gas Act.” Comments 
and briefs were filed by certain of the parties as thereby permitted and 
oral argument was heard on the date fixed therefor. 

The letter agreement of July 1, 1953, briefly summarized, proposes: 

(1)That Algonquin be issued a certificate in docket No. G-1319 
authorizing the service proposed by Algonquin with the exception of 

20On December 4, 1952, Algonquin filed in the United States Court of Appeals for the 
First Circuit a petition for review of the order issued October 31, 1952. By an opinion 


issued January 8, 1953, the Court affirmed the order of the Commission. Algonquin Gaae 
Transmission Co. v. Federal Power Commission, 201 Fed. 2d 334 (CA 1, 1953). 
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service to Blackstone; that Algonquin also be authorized to serve the 
Framingham division of Worcester which serves customers within 
the franchise area of about 85 square miles containing the towns of 
Framingham, Ashland, Dover, Natick, Needham, Sherborn, Holliston, 
and Hopkinton. The Framingham division of Worcester presently 
receives service from Northeastern, such service having been author- 
ized in docket No. G-1267. 

(2) That Texas Eastern be issued a certificate in docket No. G-1012 
authorizing the sale of natural gas to Algonquin as applied for therein. 

(3) That Northeastern be issued a certificate in docket No. G—-1568 
authorizing its proposed service to the remaining markets in New 
Hampshire, Maine and Massachusetts applied for by Northeastern 
and not applied for by Algonquin, with a provision that construction 
of the facilities to serve these markets need not be completed earlier 
than December 1, 1956, which will enable Northeastern to render this 
service on an economically feasible basis. That Northeastern also be 
authorized to serve Blackstone as applied for by Blackstone in docket 
No. G-2077, and the Commission authorize Northeastern to discon- 
tinue its service to the Framingham division of Worcester coincident 
with the commencement of service to such division by Algonquin. 

(4) That Tennessee be issued a certificate in docket No. G-2108 
increasing the maximum sales to Northeastern adequate to serve the 
abovementioned markets in New Hampshire, Maine and Massachusetts 
and to serve Blackstone, with adjustment to give consideration to the 
discontinuance of sales by Northeastern to the Framingham division of 
Worcester. That Tennessee be authorized to serve certain intervenors 
in docket No. G-2108, namely, Louisville Gas & Electric Co. and North 
Penn Gas Co., and the small towns in the State of Tennessee. Tennessee 
be permitted to retain the balance of its capacity in docket No. G-2108 
upon the understanding that, Tennessee will apply to the Commission 
at a later date to dispose of the gas and the capacity shown in this 
docket. 

(5) That Tennessee & Niagara Gas Transmission Ltd. be issued 
the authorizations as applied for in dockets Nos. G-1969, G-1921 and 
G-1922, in which Algonquin and Texas Eastern have no interest. 

The attempt of Tennessee & Niagara Gas Transmission Ltd. to con- 
dition their agreement in the proposed settlement by the requirement 
that the Commission shall also grant the authorizations applied for in 
dockets Nos. G-1969, G-1921 and G-—1922 cannot, of course, be con- 
sidered as a limitation upon the Commission’s action and the 
proceedings here under discussion. The three dockets referred to relate 
to the exportation of gas to Canada and to the service of other areas 
along the transmission system of Tennessee. The reasons for consoli- 
dation of those dockets with the present proceeding are no longer 
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applicable and the desirability of further consolidation is not apparent 
at this time. We, therefore, will treat the Canadian export situa- 
tion independently of the New England situation. 

The Commission can neither be limited in its action upon separate 
applications properly before it, nor can it be confined to the proposed 
settlement as set out in the letter of July 1, 1953. Our responsibilities 
under the Natural Gas Act call for broad considerations of public 
interests, and these interests manifestly extend to those matters which 
Congress has directed shall be considered in acting upon applications 
under the Natural Gas Act. As has been made abundantly clear, 
our primary responsibility is to protect the public interest, within 
which lie the interests of consumers who can be or are served through 
interstate natural-gas pipelines, the interests of natural-gas companies 
and investors in those companies, the interests of producers and pro- 
ducing states in a satisfactory market for natural gas transported 
in interstate commerce, and above all, the effect upon the economy of 
the areas in which natural gas is extended as related to the economic 
and other interests of the Nation as a whole. We will, therefore, 
base our entire determination on the record before us and in full 
conformity with the requirements of the Natural Gas Act. 

There are numerous interveners in the various dockets involved 
in these proceedings. Their identity is a matter of record. A num- 
ber of these interveners actively participated in these proceedings. 


Arconetin Gas Transmission Company—Docker No. G-1319 


Algonquin’s application in these proceedings, as amended, contem- 
plates the construction and operation of substantially those same facil- 
ities intended to be certificated by paragraph “(C)” of the order accom- 
panying the aforementioned opinion No. 206, which part of the order 
was subsequently set aside on appeal. The only change of any im- 
portance from the original design was a shortening of the main line 
distance by about 5 miles because of the necessity for extending in a 
southerly direction the lateral serving Cambridge, Waltham, and 
Boston, Mass. Other changes made necessary as a result of actual 
field surveys and rights-of-way acquisitions have resulted in a further 
reduction of 7 miles in system pipeline mileage when compared 
with the original design and pipe requirements estimates. The 
facilities for which a certificate is now requested are as follows: 

Main Line—159 miles of 26-inch pipe extending from a point of 
connection with facilities of Texas Eastern at Lambertville, N. J., 
across New York State to a point south of Hartford, Conn. ; 90 miles 
of 24-inch pipe extending from the terminus of the above-described 
portion of line to a point near Boston designated as Lateral “J” Regu- 
lator Station. 
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Lateral “A” to Denville—A tap connection only (New Jersey 
Natural Gas Co. is now to construct and operate the luteral line pre- 
viously proposed by Algonquin). 

Lateral “B” to Waterbury—0.9 miles of 6-inch pipe. 

Lateral “C” to New Haven—13.7 miles of 10-inch pipe. 

Lateral “D” to Hartford—6.3 miles of 10-inch pipe and 0.8 miles 
of 12-inch pipe. 

Lateral “E” to New London—383.0 miles of 6-inch pipe, 18.6 miles 
of 4-inch pipe, and 2.2 miles of 3-inch pipe to points near Willimantic, 
Norwich, New London, and Pawcatuck, Conn., and Westerly, R. I, 

Lateral “F” to Putnam—0.9 miles of 3-inch pipe. 

Lateral “G” to Providence—16.9 miles of 16-inch pipe, 17.5 miles 
of 12-inch pipe, 24.3 miles of 10-inch pipe, 13.2 miles of 8-inch pipe, 
88.5 miles of 6-inch pipe, and 17.3 miles of 4-inch pipe to points near 
Pawtucket, Providence, Bristol-Warren, and Newport, R. I., and 
North Attleboro, Taunton, New Bedford, Fall River, Buzzards Bay, 
Portsmouth, and Plymouth, Mass. 

Lateral “H” to Milford—2.2 miles of 3-inch pipe. 

Lateral “I” to Dedham—6.9 miles of 12-inch pipe, 12.3 miles of 
10-inch pipe, 11.2 miles of 8-inch pipe, and 3.5 miles of 6-inch pipe to 
points near Dedham, Westwood, Norwood, Brockton, and East Brain- 
tree, Mass. 

Lateral “J” to Boston—1.4 miles of 28-inch pipe, 11.0 miles of 26- 
inch pipe, 7.2 miles of 24-inch pipe, 2.1 miles of 22-inch pipe, 1.1 miles 
of 16-inch pipe, and 2.0 miles of 14-inch pipe to Cambridge, Waltham, 
and Everett (Boston), Mass. 

Estimate of market requirements.—There is no longer any question 
that there is a public need and demand for natural-gas service in New 
England. As early as October 4, 1950, the Commission stated (Jn the 
Matters of Tennessee Gas Transmission Co., et al., 9 F. P. C. 262, 
264-265 (Op. No. 201)): 

Evidence of the public need and demand for natural gas service in the New 
England area is clear and convincing. The testimony and exhibits offered of 
substantially all of the manufactured gas distributing companies in the area 
show that the cost of manufactured gas is very high, that large additional plant 
investment in gas manufacturing facilities and distribution systems will be 
necessary if natural gas is not made available, and that with natural gus more 
extensive an adequate service will be available and the public generally will 
benefit from a much lower cost of service. Competing fuel interests, who are 
here opposing the introduction of natural gas into New England, offered evidence 


purporting to show that the demand for natural gas has been underestimated by 
the local distributing companies. 


It is not necessary to review in detail the comprehensive evidence of record 
which conclusively demonstrates that the public convenience and necessity re- 
quires adequate natural gas service in the New England area. This evidence is 


convincing, and none of the parties to these proceedings has requested any find- 
ing to the contrary. 
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Similarly, the evidence in these proceedings as to the public need 
and demand for additional natural-gas service in the New England 
area is clear and convincing. 

Algonquin seeks in these proceedings authorization to sell and de- 
liver natural gas for resale in those same communities which the Com- 
mission’s opinions Nos. 202 9 206 contemplated would be served by 


this company, 9 F. P. C. 271, 283 (Op. No. 202); 10 F. P. C. 35, 57 
(Op. No. 206). The latest ama by the proposed customer com- 
panies reflect requirements on the maximum day during the fifth year 
of service by Algonquin of 218,498 M. c. f.,° and an annual require- 
ment during this fifth year of service of 53,433,399 M. c. f.* 

The firm requirements of the individual companies are now estimated 
to be as follows: 





Algonquin’s firm re- 
quirements in fifth 
year of service 

Customer 


Peak day Annual 
M. c.f M.c. f. 


New Jersey: New Jersey Natural Cas Co 
Connecticut 

The Connecticut Gas Co-___.. 

The Connecticut Power Co 

The Hartford Gas Co 

The Mystic Power Co 

New Haven Gas Light Co. 

City of Norwich 


, 377, 000 


, 371, 512 
541, 086 
3, 256, 860 
208, 080 

, 691, 160 


eas Sh aaa ae Ea at ee | 245 451, 902 
Rhode Island 


Blackstone Valley Gas & Electric Co. 
The Narragansett Electric Co 
Warren-Bristol Gas Division... 
Westerly Gas Division . 
The Newport Gas Light Co- 646, 975 
Providence Gas Co ‘ 5, 489, 240 
Massachusetts 
Boston Consolidated Gas Co... i aaa laa Dale ae 46, 97! , 225, 940 
Brockton-Taunton Gas Co_-_...- ieulinale wail , 63 2, 888, 742 
Buzzards Bay Gas Co_ } 784, 380 
Cambridge Gas Light Co_........-- , 799, 120 
Fall River Gas Works Co_.-._--- . = i ae 3} 2,030, 106 
New Bedford Gas & Edison Light C Co Setnisbuenihie daeantdaae j 5, 235 , 113, 325 
North Attleboro Gas Co........-- epee 137, 700 
Norwood Gas Co. 491, 228 
Old Colony Gas Co ped dieaaamikicheinansaciien Wik (1) 
Plymouth Gas Light Co seialehee taeais athdasaaiahinedubiaiain dda 535 | 147, 900 
Worcester Gas Light Co.?......... aetninpibqminaeminihewnadiiGubaicisieaaiilem 5, 71: 1, 156, 491 


2, 643, 179 


528, 258 
453, 186 


Total firm sales requirements “ 218,498 | 53, 433, 399 
Lost and unaccounted for ‘ ‘ 2, 185 534, ‘334 
Total firm requirements. -- - .- ahaa . 220, 683 53, 967, 733 





1 Annual firm requirements of Old Colony Gas Co. are included in the estimates of Boston Consolidated 
Gas Co. 


2 Worcester Gas Light Co. has acquired the former Dedham & Hyde Park Gas Co. and Milford Gas Co. 
Each of these companies presented individual estimates in the earlier proceedings. 


If there be substituted for the above included estimate of require- 


ments of the Blackstone Valley Gas & Electric Co. the requirements 
estimated for the Framingham Division of Worcester Gas Light Co., 


8 All volumes herein stated are on a 14.73 pounds per square inch base. 

“In the earlier proceedings it was estimated that the firm maximum day requirements 
of these same companies in the fifth year of service would aggregate 187,618 M. c. f. and 
that the annual firm requirements during that year would be 41,142,983 M. c. f. (9 F. P. C. 
271, 293 (Op. No. 202) ; 10 F. P. C. 35, 58, 59 (Op. No. 206). 
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as proposed in the suggested plan of settlement, the demands of the 
markets to be served by Algonquin are indicated to be 213,939 M. c. f. 
on the peak day in the fifth year of service and an annual requirement 
in that year of 52,197,022 M. c.f. These requirements are made up as 
follows: 


Algonquin’s firm re- 
quirements in fifth 
| year of service 
| (M. ¢. f. at 14.73 
| pounds per square 
inch absolute) 
| 


}Peak day} Annual 


Firm sales requirements of markets contemplated by the application. _- 218,498 | 53, 433, 399 
Less estimated requirements of Blackstone Valley Gas & Electric Co-- 10,812 | 2, 643, 179 
Subtotal 207, 686 50, 790, 220 

Add estimated requirements of the Framingham Division of Worcester Gas Light | 
Co 4,135 890, 000 
Total firm sales requirements 211, 821 51, 680, 220 
Lost and unaccounted for at 1 percent_ senna : 2, 118 516, 802 
Total firm requirements._.. picid aig NERESS jsidiiclioads 213, 939 52, 197, 022 

















The service agreement between Algonquin and Texas Eastern, and 
the tariff of Texas Eastern, contemplate delivery to Algonquin of a 
maximum of 224,400 M. c. f. per day at an annual load factor up to a 
maximum of 74 percent. Purchases by Algonquin at a 74 percent 
annual load factor would make available to it 60,588,000 M. c. f. per 
year. The estimates of total firm requirements of Algonquin’s custom- 
ers, as contemplated by the plan of settlement, indicate that to meet 
such demands the company would purchase from Texas Eastern at an 
annual load factor of approximately 66 percent. There is then avail- 
able to Algonquin under this service agreement an additional volume 
of 10,461 M. c. f. on the peak day and an annual volume of 8,390,978 
M. c. f. over and above the estimated requirements for firm sales, being 
the differences between the maximum volumes it may purchase from 
Texas Eastern on a peak day and annual basis and the requirements 
indicated in the last tabulation. Presumably such excess above firm 
needs, if authorized to be delivered to Algonquin, could provide either 
for sales to meet additional firm requirements or could be sold by 
Algonquin on an interruptible basis, if a market is available. 

It is the stated intention of Algonquin to seek interruptible markets 
to enable it to make sales at an annual load factor up to the maximum 
of 74 percent. Evidence offered by Algonquin as to its ability to 
market such large volumes of gas on an interruptible basis is not con- 
clusive. However, considering the potential market indicated by the 
record to be available to this company, it would seem that this question 
might reasonably be resolved in favor of Algonquin. The estimates 





ALGONQUIN GAS TRANSMISSION COMPANY ET AL. 219 


as to firm gas requirements are well supported and we find them to be 
reasonable. 

Adequacy of facilities—Pursuant to the authority granted in our 
order accompanying opinion No. 206, Algonquin commenced the con- 
struction of pipeline facilities late in June 1951. Construction work 
was prosecuted continuously thereafter until October 28, 1952. At 
this date all forward construction was stopped because of the issuance 
by the court of appeals of its mandates. The construction of the 
pipeline system of Algonquin has been thus largely completed. On 
the main transmission system only certain tie-in welds are to be made. 
Actual pipeline laying required to be done totals approximately 24 
miles, all of which is on lateral lines. And there are yet to be con- 
structed 5 of a total of 30 metering and regulating stations. 


Algonquin’s principal engineering witness estimates that it would 
require 10 to 14 days to complete the tie-in welds on the unconnected 
sections and for purging and testing the system. The completion of 
this work, it is estimated, would permit service to about 50 percent 


of Algonquin’s proposed customers and would provide about 60 
percent of the load. This witness estimated that it would require 
30 to 45 days to complete all unfinished construction and commence 
service to all proposed customers. 

So far as design is concerned, there is, of course, no question but 
that the pipeline system of Algonquin can perform the service for 
which this company seeks authorization. The Commission so found 
in its order accompanying opinion No. 206. And the evidence of 
record in these current proceedings provides an adequate basis for 
again so finding. 

Economic feasibility—The initial estimates presented in these re- 
opened proceedings by Algonquin indicated that the total cost of its 
completed project would be $54,406,319. Of this total, $51,664,813 
represented actual expenditures booked through October 31, 1952, 
plus commitments for payments in November, 1952. The balance of 
$2,741,506 represented estimated cost to complete the project. These 
estimates were bottomed upon the assumption that Algonquin would 
commence operations on December 1, 1952, and that the first month 
of full operation would be January, 1953. Included in the estimated 
cost to complete the project is an item of $805,122 for the cost of acquir- 
ing necessary additional rights-of-way grants and settling damage 
claims. Subsequent testimony showed this estimate should be in- 
creased by $100,000. 

The record indicates that since December 1, 1952, Algonquin has 
been incurring expenses which at this time will have added approxi- 
mately $1,450,000 to the above-mentioned estimated cost to complete 
its project. This total includes interest on bonds in the amount of 
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$1,000,000, estimated overheads in the amount of $340,000, and 
$110,000 as the estimated hearings expense. Additionally, for rate 
making purposes, Algonquin contends that it should be allowed in- 
terest on equity funds which would add to the rate base an additional 
$550,000. We do not find it necessary to pass upon this contention at 
this time. Thus, on the basis estimated by Algonquin, the total cost 
of this completed project will aggregate not less than $56,500,000. 
For our immediate purposes, we find this to be a reasonable present 
estimate of the cost of this project. 

For the purpose of estimating its operating expenses for future 
years, Algonquin has assumed that the presently effective rates of 
Texas Eastern, its sole proposed supplier of natural gas, would con- 
tinue without change. In so doing, Algonquin gives no effect to the 
proposal of Texas Eastern now pending before this Commission at 
Docket No. G-1964, pursuant to which Texas Eastern may, as of 
September 1, 1953, increase its now effective rates, subject to such 
refunds as may be thereafter ordered by the Commission. Moreover, 
for these purposes, Algonquin has also assumed that Federal taxes on 
income will continue through August 31, 1958, at the now effective 
rates. In so doing, the company ignores the fact that present Federal 
income tax laws provide that for taxable years beginning after March 
31, 1954, the normal tax shall be reduced from the present 30 percent 
rate to 25 percent with the surtax continuing at the present rate of 22 
percent.* So long as the revenue statutes remain as they are at present, 
it should be presumed that they will be effective in the manner pro- 
vided. The statute constitutes the only law on the subject and remains 
effective until changed. 

With the two above-mentioned adjustments, which are largely 
counter-balancing, we find, on the record before us, Algonquin’s 
estimates of its operating expenses are reasonable. 

Algonquin’s estimates of revenues are predicated upon its proposed 
rate consisting of a demand charge of $4.25 per M. c. f. of demand 
per month and a commodity charge of 30 cents per M. c. f. of gas de- 
livered. Algonquin’s estimates of revenues and expenses, as presented 
in these proceedings, indicate that the company would earn in the 
first year of operation a return of approximately 2 percent, and that 
net earnings will gradually increase each year thereafter so as to pro- 
duce in the fifth year of operation a return of approximately 5.33 per- 
cent. These indicated rates of return, however, are predicated upon 
the aforementioned assumption by the company that operations would 
commence on December 1, 1952. If adjustments of such estimates are 
made to reflect the increased rate base which Algonquin contends it is 
entitled to and for the indicated increase in the cost of gas purchased, 


5Section 13 (b) (3) of the Internal Revenue Code, 26 U. S. C. 13 (b) (3). 
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to the extent the resultant effect is not off-set by a decrease in the esti- 
mates of Federal tax on income, the indicated rates of return would 
be lessened somewhat. 

Algonquin’s chief executive officer, who is also the presiding officer 
of its board of directors, testified that, after due consideration of the 
above-indicated rates of return, the board of directors decided that as 
a matter of policy the company would not seek to increase the rates 
proposed in the form of tariff introduced in these proceedings if its 
operations produce the rates of return shown in the estimates pre- 
sented in this record. However, this witness stated that neither he 
nor the board of directors of Algonquin had considered what action 
might be taken with respect to this Company’s proposed rates in the 
event that Texas Eastern should increase its rates on September 1, 
1953, as it may do. 

The term “economic feasibility” is a relative one. To demonstrate 
that a proposed project is economically feasible, it is not required 
that an applicant conclusively demonstrate that the proposed opera- 
tions and sales will produce that rate of return which might be con- 
sidered adequate, reasonable, and nonconfiscatory in a rate proceeding 
initiated for the purpose of prescribing rates for a regulated company. 
Nor is a regulated company required to initiate rates designed to 
produce such a return. There is nothing in the Natural Gas Act or 
the Constitution which prevents a natural-gas company from initiat- 
ing—or proposing—rates which would produce a rate of return less 
than that which might be fixed as reasonable under other circum- 
stances. Thus, Algonquin has the right to propose in these proceed- 
ings rates whfich might be less than it otherwise might be permitted 
to make effective—and which might produce rates of return less than 
it might otherwise be permitted to earn. 

Being of this opinion, we are inclined to the viewpoint expressed in 
these proceedings by the chief executive officer of Northeastern. That 
is, if economic studies reflecting results of operations during the initial 
years of a proposed project indicate that the rates of return during 
that period will be less than adequate—but that the trend thereafter 
is such as to indicate the probability of a reasonable return in the 
succeeding years—then the project is economically feasible. Viewed 
in this perspective, we conclude that Algonquin has reasonably demon- 
strated that its proposed operations are economically feasible. 

Gas supply.—aAlgonquin proposes to obtain its entire supply of 
natural gas from Texas Eastern. The merits of Texas Eastern’s ap- 
plication for authority to sell to Algonquin its natural-gas require- 
ments is considered elsewhere herein under a separate heading. 

Financing —As noted previously, at the outset of the hearings in 
these matters it was estimated by Algonquin that the total cost of its 
project would be $54,406,319. Of this amount $51,664,813 represented 
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actual expenditures booked through October 31, 1952, plus commit- 
ments for payments in November 1952. The balance of $2,741,506 
represented estimated costs to complete the project. As also noted, 
these estimates contemplated the completion of the project and the 
commencement of operations on December 1, 1952, with January 1953, 
being the first month of full operations. The amount of $51,664,813 
committed as of November 30, 1952, represented the estimated cost 
of work completed as of that date. 

To finance this proposed construction, Algonquin has issued the 
following securities and stock as of this date: 
First mortgage pipeline bonds, 3%4 percent series due 1971______-__ $27, 600, 000 
First mortgage pipeline bonds, 444 percent series due 1971_______-_ 9, 734, 000 
140,660 shares of common stock at par value of $100 per share___ 14, 066, 000 
sank loan ; ecandies seas faa 1, 750, 000 


Total --.. 33, 150, 000 


The 334 percent bonds were issued on and prior to April 18, 1952. The 
41/4, percent bonds were issued on August 8, 1952. The common stock 
was sold on various dates, the last of which was August 7, 1952. The 
bank loan, which bears an interest rate of 314 percent, was made on 
September 30, 1952. This loan, which was due June 30, 1953, is 
secured by subscriptions for stock of Algonquin. 

The common stock of Algonquin is held as follows: 


| 

Number Percentage 
| ofshares | Par value of total 

| held outstand- 
ing 


Name of owner 


Percent 
Texas Eastern Transmission Corp. - eekiae 39, 388 | $3,938, 800 | QR. 
New England Gas & Electric Association amie : 48, 561 4, 856, 100 | 34.! 
Eastern Gas & Fuel Associates... —_ relates 51,711 5, 171, 100 36. 
I I SI detidiiccdsdtisensnecsanientctaeanacdednescdunenees 1,000 100, 000 | 0. 


Total 140, 660 "14, 066, 000 100. 

In connection with the sale of the 414 percent issue of bonds, Algon- 
quin, Eastern Gas & Fuel Associates (Eastern Gas & Fuel), New Eng- 
land Gas & Electric Association (NEGAS), and Texas Eastern 
entered into a letter commitment to three insurance companies agree- 
ing to purchase such bonds.* This letter agreement, which is ad- 
dressed to the three institutional purchasers, contains the following 
provisions, among others: 


In the event (a) you (the insurance companies) purchase $9,734,000 principal 
amount of additional 4144 percent first mortgage pipeline bonds from Algonquin 
and in consideration thereof and (b) the cost of completing the Algonquin pipe- 
line project should exceed a total of $51,500,000, including working capital of 
$420,000 : 


® The three insurance companies purchasing the 4% percent issue also purchased portions 
of the 3% percent issue of bonds. 
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1. Algonquin will promptly provide the necessary funds to complete the project. 
2. To the extent the foregoing is not done, each of the undersigned stock- 
holders of Algonquin severally agrees promptly to provide, or arrange for the 
provision of, by purchase of securities or otherwise, its pro rata share of the 
additional funds needed to complete the project, but not exceeding, however, its 
pro rata share of a total additional amount of $5,150,000. This is in addition to 
the presently contemplated total capital stock of Algonquin of $14,066,000. * * * 
* *x * - * * * 

4. The foregoing is subject to the obtaining of any necessary authorization by 
regulatory authorities. In the event the need should arise for such additional 
funds over and above the presently contemplated total of $51,500,000, the under- 
signed agree as soon as such need becomes apparent to take all necessary steps 
and to use their best efforts to obtain the necessary authorization by regulatory 
authorities. In the event that New England Gas & Electric Association should 
fail to obtain promptly any required approval of the Securities & Exchange Com- 
mission or for any other reason should be unable or fail to provide all or part of 
the funds required of it hereunder, then in such event Texas Eastern Trans- 
mission Corp. agrees promptly to provide 43 percent, and Eastern Gas & Fuel 
Associates agrees promptly to provide 57 percent, of such funds not provided by 
New England Gas & Electric Association. 


Pursuant to this agreement, Texas Eastern and Eastern Gas & Fuel 
entered into further arrangements whereby the former provided $760,- 
053 and Eastern Gas & Fuel provided an additional $1,007,400. This 
was accomplished by Texas Eastern purchasing $1,767,453 of claims 
against Algonquin held by third parties, and the purchase by Eastern 
Gas & Fuel from Texas Eastern of stock of Algonquin having a total 


par value of $1,007,400. NEGAS did not participate. 

As a result of this financing, including the remaining obligation 
of the stockholders to provide additional funds pursuant to the agree- 
ment referred to above, the total of cash available or to be made avail- 
able to Algonquin is $56,318,617. It was estimated by the company 
that this amount of money would be sufficient to complete the con- 
struction of the project and provide sufficient funds to meet current 
obligations through the month of September 1953, without any addi- 
tional financing. Accordingly, no plans have been made or contem- 
plated for further financing. 

These estimates of the period that the company can carry on with 
funds available—and to be made available—are reasonable in so far 
as actual required cash outlay is indicated. However, these funds will 
not meet all the costs as estimated by Algonquin, because, as we have 
noted heretofore, the record shows that the total cost would be about 
$56,500,000 had the project been completed by August 1, 1953. This 
total, however, does not all represent cash outlay because it includes 
$550,000, representing interest on equity funds at 6 percent per annum 
for the period December 1, 1952, though July 31, 1953, which the 
company contends should be included in the cost of the project, as well 
as other amounts for interest during construction. 
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The first mortgage and deed of trust securing the bonds of Algon- 
quin was supplemented during the course of the hearings herein. The 
tenth supplemental indenture, which is dated as of November 1, 1952, 
but which was actually executed on February 20, 1953, provides, among 
other things, for the amendment of the mortgage to extend the time 
allowed Algonquin for the performance of certain acts. As so 
amended, the mortgage provides that the following, among others, 
shall be “events of default” : 

Section 12.01 

D. * * * failure to complete the pipeline to at least 220,000 M. c. f. daily 
capacity on or before September 1, 1953 ; or 

M. Termination of construction of the pipeline or, after it is put into operation, 
termination of its operation, in either case due to the lack of a certificate of 
public convenience and necessity from the Federal Power Commission and fail- 
ure of the Company to obtain authority from the Federal Power Commission 
to resume construction or operation on an emergency, temporary or permanent 
basis (i) on or prior to July 1, 1953 if such termination occurs at any time prior 
to July 1, 1953 or (ii) within 120 days after such termination if such termination 
occurs at any time on or after July 1, 1953. 

Since Algonquin did not obtain a certificate prior to July 1, 1953, 
an event of default has occurred. Accordingly, under the terms of 
the mortgage, the principal of all bonds outstanding could be de- 
clared due and payable. But this seems an unlikely occurrence in the 
present state of these proceedings. 

Funds presently available or committed to Algonquin are reasonably 
adequate if completion of construction of its project be not delayed 
beyond September 30, 1953. But it does not appear that even under 
such circumstances the company would have sufficient working funds 
during the early period of its operations. However, although there 
is no outstanding agreement assuring that additional funds will be 
made available to Algonquin—other than the obligations assumed by 
Eastern Gas & Fuel, NEGAS, and Texas Eastern in the aforemen- 
tioned letter commitment to the insurance companies in connection 
with the sale of the 41%4 percent issue of bonds—it is reasonable to 
assume that additional funds in reasonable amounts will be provided 
by its stockholders in the event Algonquin is awarded a certificate in 
these proceedings. 


NorTHEASTERN GAs TRANSMISSION Company—Docket No. G-1568 


Estimate of market requirements—N ortheastern seeks authorization 
in these proceedings to serve the identical markets proposed to be 
served by Algonquin, excepting only the New Jersey Natural Gas Co. 
This single exclusion is due to the remoteness of this prospective cus- 
tomer from the facilities of Northeastern. In addition to these mar- 
kets, which have been variously referred to in these proceedings as 
“markets reserved by opinion No. 202” or “Algonquin’s markets,” 
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Northeastern proposes to sell natural gas for resale in Athol, Gardner, 
and Greenfield, Mass.; Dover, Exeter, Portsmouth, and Rochester, 
N.H.; Portland, Biddeford, and Saco, Maine. The total firm natural- 
gas requirements of all of these proposed markets and Northeastern’s 
presently certificated market are set forth in the following tabulation: 


Northeastern’s firm 











requirements in the 
year 1959! 
Customer 
Peak day| Annual 
M. ¢. f. M.¢. f. 

a Ce ica iaiaieniaciciepstaptincitiigiaiainecigsisiiineiditincineieiasepattcieeitebtiiecelacale 210,324 | 48, 252,395 
Markets reserved by opinion No. 202, exclusive of New Jersey Natural Gas Co....| 213,398 | . 52,056, 399 

Allied New Hampshire Gas Co.: 
TTI nine inca initiinestipnntrsiidmaeenedianantdiiammaieliimimenpeanniiiieaeianiai 555 132, 763 
TD, cidinsebunetninnnbntadudcdsdiduanttntutinunhbunisinicnnibalmniiniatan 745 148, 226 
Pots. nenendantcnnimabnntibenensiinmsaiapauenneéuinienniigwaniaicpiibihtl 435 81, 824 
REI GN cnbadntngstsccccctenasiandicmidindhekénstndndbiniedniededattimatainaa 529 81, 741 
I I in scsiceabang douidneinin ities andes Siailetaeauiapsaicnaaiiiendiniaiilia 605 103, 020 
Ie Gi A SIN a cncknccccdinsindeatiachaesnauinhhadedelinaainaada’ 714 156, 060 
I cs cieinitsinds cinema eben eaiseaadnaaiiaiilina 7 155, 448 
Se I I I cs tne scscinccclansceenreceaivtclin cacao 1,020 211, 956 
I Gate BD in ttecasasncntinticcatensdtinsiinminiistanniainendietntn 6, 240 1, 350, 684 
ee Senn Me neerenn UNION INNO sic cits alsin stipe 435, 330 | 102, 730, 517 
Pe Cs sitet ctetintctdnsdnctnutiinsitiaciinnnnliimecnianetl 3, 570 351, 824 
ee es 2,177 513, 994 
pe 441,077 | 103, 596, 335 








1 The estimates for the ‘Markets reserved by opinion No. 202” are predicated on the assumption that 
deliveries would commence on July 1, 1953. Estimates for the other presently noncertificated markets 
were predicated on the assumption that deliveries will commence on October 1, 1954, 

The estimated requirements of the presently certificated markets, 
as shown in the foregoing tabulation, are those reflected by evidence 
introduced by these customers during the 1950 proceedings in these 
matters. No effort was made by Northeastern to secure current esti- 
mates by these companies for the years covered by Northeastern’s 
exhibits. In the opinion of Northeastern’s witness, the vice president 
in charge of sales, these earlier estimates are reasonably accurate 
today when expressed in total system requirements. The brief ex- 
perience of sales by Northeastern indicates that some of these earlier 
estimates have been understated, while others are overstated. The 
net effect, however, in the opinion of the witness, is not so measurably 
different as to justify a complete resurvey for the years shown on 
the exhibits presented in these proceedings. 

Included in the indicated requirements of the “Markets reserved 
by opinion No. 202” are the estimates of the Blackstone Valley Gas 
& Electric Co., which has filed an application under section 7 (a) 
of the act, docket No. G-2077, asking that Northeastern be required to 
render service to it. The requirements of this company are included 
in this category because the Commission’s opinion No. 202 allocated 
the Blackstone market to Algonquin, and the latter has included it 
accordingly in itsestimates. Each of the companies specifically named 
in the foregoing tabulation had filed an application under section 
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7 (a) of the statute requesting that the Commission direct that.natural- 
gas service be provided to them. 

Northeastern does not now make any sales of gas on an interruptible 
basis, nor does it estimate in these proceedings that it will make sales 
in this classification in the future. 

Considered on an overall basis, it is the opinion of the Commission 
that the market estimates submitted by Northeastern are reasonably 
accurate and are accepted for the purposes of this decision. 

Design and adequacy of facilities—The facilities for which North- 
eastern requests a certificate in these proceedings are designed to in- 
crease the capacity of its existing main transmission system and to 
provide lateral lines for deliveries to the additional markets it proposes 
to serve. The design of the laterals was made initially by North- 
eastern without regard to the points of delivery at which the pro- 
posed customers desired to receive the gas. Algonquin, on the other 
hand, since it had entered into service agreements with most of the 
prospective customers proposed to be served by both of these appli- 
cants, had agreed with the customers upon points of deliveries. Sub- 
sequently in these proceedings, because of criticisms as to the proposed 
points of delivery levied by certain of the proposed customers, North- 
eastern changed the designed location or length of most of these 
laterals so as to enable deliveries to be made at the same points con- 
templated by the service agreements of Algonquin. And Northeastern 
has amended its application in these proceedings to conform to such 
changed design. 

Briefly described, the facilities proposed in the amended application 
of Northeastern are as follows: 

(1) 34.82 miles of 24-inch loop line paralleling the existing main 
line and extending in a southeasterly direction from the point of 
connection with the facilities of Tennessee at the New York-Massachu- 
setts state line. 

(2) 36.5 miles of 18-inch and 16-inch line extending from a point 
of connection with the existing main line at the site of the proposed 
Hopkinton compressor station, near Framingham, Mass., to a point 
near Brockton, Mass. 

(3) 275.9 miles of lateral lines of varying pipe sizes ranging from 
20-inch to 3-inch in Massachusetts, Connecticut, Rhode Island, Maine, 
and New Hampshire. 

(4) A new compressor station with 8,000 installed horsepower to 
be located near Springfield, Mass., and to be known as the Agawam 
station. 

(5) A new compressor station with 4,000 installed horsepower to 
be located near Framingham, Mass., and to be known as the Hopkinton 
station. 
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(6) 29 new metering and regulating stations. 

According to the testimony of Northeastern’s chief engineer, it 
would take from 4 to 6 months to complete these proposed facilities 
so as to enable the commencement of deliveries to all of the proposed 
new customers. This estimate assumes that it would take from 2 to 3 
months to make the necessary surveys and acquire sufficient right-of- 
way grants to start construction, and that actual construction would 
require from 60 to 75 days. 

These estimates presumed that construction would be completed 
between the first of May and the first of December 1953, or possibly 
the middle of December. In the opinion of this witness, if winter 
construction is involved it would be necessary to either put more 
spreads to work than the estimates contemplate, at a consequent in- 
crease in cost, or to take additional time for construction. It is the 
further opinion of this witness that, if the facilities are to be con- 
structed during the winter season between December 1 and April 15 
with the contractors’ spreads contemplated by him, it would take 
from 90 to 120 days to perform the actual construction instead of 
the 60 to 75 days estimated to be required during the normal con- 
struction season. The witness also estimated that winter construc- 
tion, without an increase in the number of spreads, would increase 
the estimated costs from 10 percent to 20 percent. 

Although the record is not entirely clear on this point, it would 
appear that, in the giving of the foregoing testimony on cross-exam- 
ination, the witness was speaking only of construction time required 
for completion of the facilities to serve the sometimes called Algonquin 
markets. We reach this conclusion because this same witness in his 
direct testimony estimated that, if Northeastern acquired a certificate 
early in January 1953, construction work would be started as soon as 
the weather permitted, probably between April 1 and April 15, and 
completed about July 1, 1953. At the same time the witness estimated 
that construction of facilities to serve the so-called fringe markets in 
northeastern Massachusetts, New Hampshire, and Maine would be 
started about June 1, 1954, and completed by the end of September 
1954. 

In our opinion the proposed facilities of Northeastern, as contem- 
plated by the revised design, are capable of rendering the service 
contemplated by its application in these proceedings. 

Economic feasibility.—Northeastern introduced three different esti- 
mates of the cost of various facilities designed to serve the markets 
for which it has requested authorization. Our attention is confined 
to the third, which is predicated on the assumption that the firm re- 
quirements of the so-called Algonquin markets will be as estimated 
by these proposed customers in the current proceedings rather than in 
the 1950 hearings. This reflects also the additional cost estimated 
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to be required to provide deliveries to these “Algonquin customers” at 
the same delivery points contemplated by the service agreements 
between these customers and Algonquin. The estimated cost of facil- 
ities required to meet these market requirements is $36,027,500. 

These cost estimates, generally speaking, were based on manufac- 
turers’ quotations for the principal items of materials, catalogue prices 
for minor items of materials, and Northeastern’s recent experience in 
the construction of its present pipeline system and the installation of 
metering and regulating stations. Estimates of cost of constructing 
compressor stations is based upon recent experience of Tennessee, the 
parent company. 

We believe that Northeastern’s estimates of cost of construction of 
its proposed facilities are adequate and reasonable. 

Northeastern also introduced a number of economic studies based 
upon varying assumptions as to the market requirements as well as 
the different facilities proposed to be constructed. Our attention, 
however, is focused on only one, being that which reflects current esti- 
mates of the requirements of these so-called Algonquin customers and 
anticipates the construction of facilities to provide delivery at the 
so-called Algonquin delivery points. 

Although Northeastern’s estimates of operating expenses are pur- 
portedly based upon its current experience, there appears to be under- 
statements of certain items included in these economic studies. 
However, such under-statements appear to be at least offset by an 
over-statement of estimates of Federal taxes on income in future years. 
Northeastern’s witness, who prepared these studies, like the witness 
of Algonquin, has assumed a continuation throughout succeeding years 
of the presently effective Federal income tax rates. By so doing, this 
company also has ignored the fact that present Federal income tax laws 
provide that for taxable years beginning after March 31, 1954, the 
normal tax shall be reduced from the present 30 percent rate to 25 
percent with the surtax continuing at the present rate of 22 percent. 
With these adjustments, which are largely compensating, we find 
Northeastern’s estimated operating expenses to be reasonable and 
acceptable. 

Northeastern’s estimates of revenues are predicated on an assumed 
continuance of its presently effective rate, which consists of a demand 
charge of $4.50 per M. c. f. of demand per month and a commodity 
charge of 30 cents per M. c. f. of gas delivered. 

Those estimates of Northeastern which we consider to be reasonable 
indicate that the company would earn a rate of return in the first 
year of full operation of its expanded facilities of 4.03 percent grad- 
ually increasing each year thereafter so as to produce a return of 
approximately 5.77 percent in the fifth year of operations. As men- 
tioned previously herein, where queried as to the acceptability of such 
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rates of return, the chief executive officer of Northeastern expressed the 
opinion that if economic studies reflecting results of operations during 
the initial years of a proposed project indicate that the returns during 
that period are less than adequate—but that the trend thereafter is 
such as to indicate the probability of a reasonable return in the succeed- 
ing years—then the project is economically feasible. As stated before, 
we share this viewpoint and conclude that Northeastern has demon- 
strated that its proposed operations are economically feasible. 

Financing.—Northeastern plans to finance this proposed construc- 
tion in part by the issuance of $10,500,000 of first mortgage pipeline 
bonds, 4 percent series, due 1973, and the sale of $12,500,000 of deben- 
tures, 434 percent series, due 1968 and 1969. The balance of the re- 
quired funds is to be provided by the sale of additional common stock 
to its parent, Tennessee, and from retained earnings and other sources: 
e. g., the difference between depreciation accruals and sinking fund 
requirements. The amount of bonds contemplated to be sold is the 
maximum that can be sold under the provisions of the outstanding 
mortgage of Northeastern. The amount of debentures has been de- 
termined as that amount which would result in a debt ratio “that is 
considered normal and satisfactory within the industry.” 

On this basis, considering the present outstanding indebtedness, the 
funded debt ratio of the company would be 68.2 percent at the end of 
1955 and a declining percentage each year thereafter to 53.3 percent 
at the end of the year 1959, which is the last covered by the record in 
this respect. It is expected that the bonds and debentures, according 
to this plan, would be retired in equal semi-annual payments. 

At the time of his preparation of this plan of financing, North- 
eastern’s witness, who is the treasurer of Northeastern and Tennessee, 
was of the opinion that the bonds proposed to be issued could be sold 
at an interest rate of 4 percent. However, he expressed the later 
opinion that the interest rate “might be somewhat higher” than con- 
templated by his original plan. This change of opinion results in part 
at least from the fact that, subsequent to the preparation of such 
plan for financing, Tennessee had sold a $30,000,000 bond issue at 
competitive bidding and it went at a rate of 414 percent. Also during 
this intervening period the United States Treasury Department in 
certain refinancing operations had refunded short-term loans with 
long-term loans at higher interest rates than those previously offered. 

The 434 percent interest rate estimated for the debentures was 
assumed on the basis that generally junior debt issues as compared to 
the senior debt issues of the same company would have a spread of 
approximately three-fourths of 1 percent. 

It seems unlikely that the contemplated sales of bonds and deben- 
tures could be made in the near future at the interest rates originally 
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contemplated. However, it is reasonable to assume that such issues 
could be sold at interest rates slightly advanced beyond those proposed 
in the plan of financing. Accordingly, with this qualification as to 
interest rates, we find the plan of financing advanced by Northeastern 
to be reasonable and acceptable. 

Gas supply.—Northeastern proposes to obtain its additional re- 
quirements of natural gas from Tennessee, its present supplier. 
Tennessee has filed an application at docket No. G-2108 requesting 
authorization to sell and deliver additional volumes to Algonquin. 
The merits of this application are discussed under a separate heading 
hereinafter. 


Texas Eastern TRANSMISSION CorrPoRATION—Docket No. G—1012 


By its order accompanying opinion No. 206 the Commission, at 
docket No. G-1012, issued a certificate of public convenience and neces- 
sity to Texas Eastern authorizing the construction and operation of 
certain additional transmission facilities. Texas Eastern was also 
authorized to sell additional quantities of gas to certain of its existing 
customers and to provide initial service to other new customers, in- 
cluding Algonquin. As noted hereinbefore, the United States Court 
of Appeals for the Third Circuit, among other things, modified this 
authorization to Texas Eastern by eliminating therefrom any author- 
ization to sell and deliver gas to Algonquin. Texas Eastern herein 
seeks only a reissuance by the Commission of authorization to sell 
and deliver natural gas to Algonquin. Texas Eastern does not in these 
proceedings contemplate the construction or operation of any facilities 
not now authorized. 

It is the position of Texas Eastern that there is no question now be- 
fore the Commission as to its ability to supply Algonquin with the 
volumes of gas necessary to-enable the latter to meet the requirements 
of the markets which it proposes to serve. Texas Eastern contends 
that this issue was resolved by the Commission in its opinion No. 206 
and accompanying order. It is the further contention of Texas 
Eastern that, although that portion of the Commission’s order author- 
izing sales to Algonquin was set aside by the United States Court 
of Appeals, such action did not negate any other finding or conclu- 
sion set forth by the Commission in opinion No. 206 and the accom- 
panying order respecting the authorization at docket No. G-1012. 
Thus, Texas Eastern further contends, that the only question before 
the Commission is whether Algonquin should be authorized to receive 
the volume of 224,400 M. c. f. per day which was previously authorized 
to be delivered to Algonquin. 

That the existing and authorized facilities have adequate unallo- 
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cated capacity sufficient to enable Texas Eastern to render the pro- 
posed service to Algonquin is a matter beyond question.’ 

We do not agree with Texas Eastern’s contention that the Commis- 
sion cannot reexamine the question of the adequacy of the supply of 
gas available to Texas Eastern to assure service to Algonquin. This 
is not to say, however, that there is any question—or even challenge— 
before us as to the substantiality or the propriety of the findings made 
in our opinion No. 206 and the accompanying order as to the sufficiency 
of the gas supply there found to be available to Texas Eastern as of 
the time of issuance of such opinion and order. Rather, because of 
evidence presented to us by Texas Eastern in other unrelated proceed- 
ings subsequent to the issuance of said opinion No. 206 and accompany- 
ing order, we deem it appropriate under the circumstances of this 
case to reexamine the natural-gas supply now available to Texas East- 
ern to determine its present ability to render service to Algonquin. 

In opinion No. 206 and the accompanying order the Commission 
found that the gas supply then available to Texas Eastern was ade- 
quate for the service there authorized. This finding was made solely 
upon the basis of the incremental showing of a new source of gas 
supply presented initially in the proceedings at docket No. G-1012. 
This new supply was provided under a new contract with United Gas 
Pipe Line Co. (United) calling for the delivery to Texas Eastern of 
a maximum of 394,740 M. c. f. of gas per day. This additional supply, 
together with the gas storage facilities and operations authorized by 
the certificate issued November 1, 1950, to Texas Eastern at docket 
No. G-1391, were found to provide volumes of gas sufficient to enable 
the delivery by Texas Eastern of additional sales volumes up to a maxi- 
mum of 475,014 M. c. f. per day, which is the estimated additional 
transmission capacity provided by the facilities authorized by said 
opinion No. 206 and accompanying order. 

In so judging the adequacy of Texas Eastern’s gas supply solely 
upon the basis of the incremental showing of new sources of supply, 
the Commission proceeded upon the presumption that previous show- 
ings by Texas Eastern of other sources of supply remained as repre- 
sented to the Commission by that company in other and prior proceed- 

7By our opinion No. 206 and accompanying order, among other things, we authorized 
the construction and operation by Texas Eastern of additional facilities designed to prov‘de 
475,014 M. c. f. of additional transmission capacity. By said opinion and order we 
allocated deliveries and sales aggregating 381,294 M. c. f. per day, including a maximum 
delivery of 224,400 M. c. f. per day to Algonquin. As noted in opinion No. 206 there 
remained unallocated after the issuance of such opinion and order an estimated 93,720 
M. c. f. per day of transmission capacity in the system of Texas Eastern as projected 
for the fifth year of operations of the expanded facilities. Subsequently, by our opinion 
No. 231 and accompanying order, 11 F. P. C. 211, we made further allocations of Texas 
Eastern’s capacity totaling 85,776 M. c. f. per day leaving a balance unallocated of 7,944 
M. ec. f. per day. This remainder, together with the volume of 224,400 M. c. f. per day 
proposed to be delivered to Algonquin, indicates that there is presently available in the 


existing and authorized system of Texas Eastern unallocated capacity amounting to 
232,344 M. c. f. per day. 
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ings wherein other and different sales and deliveries were authorized. 
However, subsequent to the issuance of opinion No. 206 and the ac- 
companying order, in proceedings before this Commission at docket 
Nos. G-1947 and G-1959, upon applications by Texas Eastern and 
Wilcox Trend Gathering System, Inc., respectively, Texas Eastern 
presented evidence which proved the earlier presumptions as to Texas 
Eastern’s gas supply to be erroneous. This evidence is now before 
us, having been incorporated in this record by reference to the record 
of the consolidated proceedings at docket Nos. G-1947 and G-1959. 

Because of the position taken by it, Texas Eastern throughout these 
proceedings steadfastly refused to comply with suggestions that it 
should implement its presentation by a showing as to the adequacy 
of its present total system gas supply to provide service to existing 
customers as well as the service proposed to be rendered to Algonquin. 

Northeastern and Tennessee, however, as permitted by the Com- 
mission’s order reversing a ruling of the presiding examiner, intro- 
duced evidence in rebuttal of the position of Texas Eastern. This 
rebuttal evidence is based upon evidence presented by Texas Eastern 
in the aforementioned proceedings at docket Nos. G—1947 and G-1959. 
Upon motion of Northeastern and Tennessee, there was also incor- 
porated as a part of the record now before us certain evidence pre- 
sented by Texas Eastern in the proceedings at docket Nos. G-1947 
and G—1959 purporting to show its then available natural-gas supply. 
Also incorporated in this record is certain evidence presented by 
United in supported of its application at docket No. G-1869 which 
likewise, as of the time of presentation, purported to show the gas 
supply available to United. 

This evidence clearly shows that Texas Eastern will receive through 
1967 the full daily and annual volumes to be supplied under main 
line purchase contracts. The total of such receipts by Texas Eastern 
will aggregate approximately 4,752,373,000 M. c. f. Evidence sub- 
mitted by Texas Eastern in the proceedings at docket Nos. G-1947 
and G-1959, which was incorporated in the record of these proceed- 
ings, shows that as of April 1, 1952, Texas Eastern had available to it 
under field purchase contracts through 1967, 1,850,341,000 M. c. f. 
This will provide a gas supply to Texas Eastern for the period 1953 
through 1967 of approximately 6,602,714,000 M. c. f. or approximately 
89.6 percent of its estimated requirements of 7,364,634,000 M. c. f. 
for that period. This, however, does not take into consideration addi- 
tional supplies of natural gas presently under contract by Texas 
Eastern or additional quantities which may be acquired by Texas 
Eastern during 14-year period. Nor does it provide in any way 
for “spot purchases” of natural gas during periods when Texas East- 
ern may absorb in its system operations volumes of gas availabie for 
relatively short periods. 
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Tennessee, in its computation of available gas supply in relation 
to its system requirements for this period, has assumed that approx- 
imately 20 billion cubic feet of its annual requirements would be avail- 
able through spot purchases. The record shows that Texas Eastern 
in the past has not relied upon spot purchases to meet its requirements 
but since experience shows that this volume has been available an- 
nually to Tennessee, it is reasonable to assume that an equal volume 
will be available to Texas Eastern during any period when its avail- 
able gas supply is less than its total requirements. The record further 
shows that Texas Eastern has entered into five new gas purchase con- 
tracts which will provide an additional contract volume of approx- 
imately 21 billion cubic feet of gas per year, and on July 3, 1953, 
filed an application at docket No. G-2208 for a certificate of public 
convenience and necessity authorizing facilities to connect new sources 
of gas supply to its main system, including the five new contracts 
referred to above. Considering spot purchases and these five gas pur- 
chase contracts of Texas Eastern, the record shows that it will be able 
to meet its full requirements through 1963 and with an additional 
volume equal to either the amount of assumed spot purchases or a 
volume equal to the five new gas purchase contracts, its full require- 
ments can be met through 1967. 

Considering all relevant facts of record, we find that Texas Eastern 
has commitments for a supply of natural gas reasonably adequate to 
meet its contractual obligations to its customers including Algonquin, 
as well as the demand which it is reasonable to assume will be imposed 
upon its system. 


TENNESSEE GAs TRANSMISSION Company—Docker No. G—2108 


By its application at docket No. G-2108 Tennessee seeks a certificate 
authorizing only the increase of sales and deliveries by it to North- 
eastern from the present authorized maximum of 224,400 M. c. f. per 
day to a maximum of 441,077 M. c. f. per day. No new facilities are 
proposed in this application. It is the position of Tennessee that 
its existing and authorized facilities will provide sufficient capacity 
to provide this expanded service to Northeastern as well as its author- 
ized service to all other customers. 

In the most recent proceeding before this Commission involving 
a proposal of Tennessee to construct additional facilities to provide ex- 
panded transmission system capacity, by order issued June 19, 1952, 
at docket Nos. G—1573, et al., Jn the Matters of Tennessee Gas Trans- 
mission Co., et al., 11 F. P. C. 1050, the Commission issued a certificate 
authorizing Tennessee to construct additional facilities designed to 
increase its total system designed sales capacity to 1,545,300 M. c. f. 
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per day.* Among the facilities so authorized there was included a 
total of 165,000 horsepower of additional compressor facilities to be 
installed in existing and new compressor stations on Tennessee’s 
system. 

By said order issued June 19, 1952, the Commission also granted 
a certificate to Tennessee and United Natural Gas Co. authorizing the 
construction by those two applicants of facilities to enable the storage 
and withdrawal of gas in the Hebron storage field. Upon the com- 
pletion of the construction of the storage facilities and the injection 
of gas into this field, there will be available to Tennessee therefrom a 
maximum of 210,732 M. c. f. per day. 

As a result of studies and tests completed by Tennessee’s research 
department since the issuance of the aforesaid order at docket Nos. 
G-1573, et al., it has been determined by Tennessee that its compressor 
facilities are actually capable of performing more efficiently than 
was contemplated by the design of such facilities as presented in the 
sarlier proceedings. It is now estimated that the transmission system 
of Tennessee when augmented by the completion of the authorized 
facilities will have a capacity of 1,616,700 M. c. f. on its average design 
day. This is 71,400 M. c. f. per day more than the capacity of 1,545,300 
M. c. f. per day which was represented in the proceedings at docket 
Nos. G-1573, et al. This increase in capacity results not only from 
the fact that the compressors are more efficient than Tennessee’s design 
assumed, but also from the fact that the use of obsolete data in the 
designing of additional facilities indicated a need for more compressor 
facilities than were actually required. Thus, the order at docket Nos. 
G-1573, et al., authorized the construction of more compressor facili- 
ties than were required to enable the added service there authorized. ® 
Furthermore, Tennessee has found that on a coincidental peak day 
it could, because of the lower winter flowing temperatures, deliver 


® Tennessee does not design its facilities on the basis of a coincidental peak day as do 
many of the companies appearing before this Commission. This is so because Tennessee 
contends that such a day is never encountered on its system because of the wide variation 
in temperatures in the large area traversed by its system. Actually, the so-called design 
day appears to be nothing more than the average day’s deliveries based upon estimated 
annual volume of sales. 

* This results not only from the fact that the studies and tests of Tennessee’s research 
department indicate additional capacity because of increased compressor efficiency and 
a further increase of capacity on winter peak days because of low winter flowing tem- 
peratures, but primarily because Tennessee in all proceedings before this Commission, 
including. those at docket Nos. G-1578, et al., used a compressor correction factor curve 
(graph) put out by the compressor manufacturer in 1941. Actually the manufacturer 
revised this curve in 1948 and indicated that lesser horsepower is required to pump a given 
volume of gas. When questioned as to the continued use of the outdated 1941 curve after the 
issuance of the revised curve in 1948, Tennessee’s design engineer explained that at the 
time of the proceedings at docket Nos. G-1573, et al., Tennessee’s research department was 
then engaged in its studies and tests as to the efficiency of its compressor installations and 


that, accordingly, it was decided by the company that it would not use the revised curve 
until such tests and studies were completed. 
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through its transmission system an additional 46,256 M. c. f. per day. *° 
Because of the above-mentioned excess of authorized compressor fa- 
cilities, the now-assumed increased compressor efficiency and the effect 
of the lower winter flowing temperatures in the pipe lines, it now 
appears that Tennessee is capable of delivering on a coincidental peak 
day approximately 117,656 M. c. f. more than was indicated in the 
proceedings at docket Nos. G-1573, et al., to be the capacity of its 
facilities. 

In the aforesaid order issued June 19, 1952, in the proceedings at 
docket Nos. G-1573, et al., it was stated that: 

With respect to the disposition of the gas from the Hebron storage field, tes- 

timony shows that such gas is intended to be made available to all of the cus- 
tomers on Tennessee’s system when the storage program is in operation. It is 
Tennessee’s position in these reopened proceedings, that since it will not be able 
to deliver gas from the Hebron storage field until some time during 1954, or no 
later than January 1, 1955, it could not state to whom the gas should be sold. It 
is Tennessee’s intention to file with the Commission, approximately 6 months 
before the top storage gas is available for sale, an application seeking authority 
for the disposition of this gas. The record indicates that the volume of top 
storage gas which will be available for sale and delivery from the Hebron storage 
facilities will amount to 20,000,000 M. ec. f. annually. 
Accordingly, the Commission in such order made no disposition of 
the additional delivery capacity to be available from these storage 
facilities. Nor had Tennessee proposed any disposition of this capac- 
ity prior to the filing of its application herein at docket No. G-2108. 
Tennessee here proposes to utilize the additional transmission capacity 
now known to be available on the design day and the further capacity 
known now to be available from lower winter flowing temperatures, 
plus a portion of the capacity available and unallocated from the 
Hebron storage field, for the proposed increased sales to Algonquin. 

We find adequate support in the record for concluding that the ca- 
pacity of the pipeline facilities of Tennessee will be 1,616,700 M. c. f. 
on the average design day upon completion of the facilities for which 
authorizations are outstanding, and that the pipeline capacity would 
be 1,662,956 M. c. f. on a system coincidental peak day. Additionally, 
there will be available from the Hebron storage field a maximum of 
210,732 M. c. f. per day. Actually the record shows, and Tennessee’s 
witnesses concede, that this capacity would be available even without 
construction of 22,600 horsepower of compressor facilities which have 
been authorized. Further, it is shown, and Tennessee’s witnesses also 
concede, that even without the construction of such 22,600 horsepower 
of compressor facilities there would be existing in Tennessee’s system 

” As noted previously in footnote 8 at page 234, supra, Tennessee contends that a co- 
incidental peak day is never encountered on its system because of the wide variations in 
temperature throughout the area traversed. However, Tennessee did present in these 


proceedings a coincidental peak flow diagram because the Commission's rules and regula- 
tions require a “flow diagram showing maximum capabilities.” 
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at least that amount of spare horsepower in the various compressor 
stations as was contemplated in the design presented in the proceedings 
at docket Nos. G—-1573, e¢ al. 4 

Estimate of market requirements.—Tennessee did not for the pur- 
pose of these proceedings obtain from its customers current estimates 
of their gas requirements. Instead it merely re-examined estimates 
previously submitted by Tennessee in prior proceedings before this 
Commission at docket Nos. G-962, G-1248 and G-1573. The first of 
these proceedings was held in 1948 and the last in 1952. It is stated by 
Tennessee that, upon reexamination of such estimates, there was 
found to be no reason for changing them at this time. Accordingly, 
Tennessee’s estimates herein merely assume future requirements to be 
as previously estimated, plus the additional sales herein proposed to be 
made to Northeastern. Although a number of Tennessee’s present 
customers intervened in these proceedings, only two of them presented 
evidence as to their future market requirements : namely, Iroquois Gas 
Corp. and Louisville Gas & Electric Co. (Louisville). Accordingly, 
there is no other reliable basis in this record for comparison of actual 
present estimates of requirements with the estimates presented by 
Tennessee. 

We do note, however, that an issue of some importance was raised in 
these proceedings as to the accuracy of Tennessee’s estimate of pur- 
chases from it by the Consolidated Natural Gas System, Columbia Gas 
System companies, Natural Fuel Gas System, and Equitable Gas Co. 
The record shows that in recent years each of these customers has been 
purchasing from Tennessee at an annual load factor of approximately 
100 percent. In fact, as a result of purchases of so-called surplus gas, 
the annual load factor of some have exceeded 100 percent. However, 
in estimating future requirements, Tennessee has assumed that pur- 
chases by these customers will be made at annual load factors substan- 
tially less than 100 percent. Furthermore, Tennessee, for the purpose 
of its study reflecting the estimated rate at which its available gas 
supplies can be delivered, has assumed that deliveries to certain cus- 
tomers, including the four specifically named above, will be terminated 
upon the expiration of the terms fixed in the presently effective serv- 
ice agreements. As we have heretofore had occasion to point out," 
it is not reasonable to assume that service to present customers will 
be allowed to terminate at the expiration of the terms fixed in the 
service agreements. Although, as noted above, the record does not 
provide an alternative basis for estimating the annual load factors 
at which customers will take gas from Tennessee, there is evidence 
which indicates that Tennessee’s estimates are too low. 


2 See footnote 9, at p. 234. 
12In the Matters of Tennessee Gas Transmission Co., et al., docket Nos. G—1248, et al., 
9 F. P. C. 271, 277. 
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As estimated by Tennessee, its sales requirements in the year 1959, 
being the fifth year of the proposed expanded service to Northeastern, 
will total 1,810,447 M. c. f. on the peak day with an anual requirement 
of 535,178,387 M.c. f. These estimates however, as we have indicated, 
appear to be understated at least to the extent that they assume de- 
liveries to the four system companies named hereinbefore at annual 
load factors below those experienced in recent years. Accordingly, we 
think that the estimates of demands upon Tennessee in the fifth year of 
expanded service should be increased to reflect annual load factors 
of sales to these four customers of approximately 100 percent. It 
should be noted also that Tennessee’s estimates assume no increase in 
sales after the year 1959. 

As so adjusted, the indicated annual sales requirements of Tennessee 
for the year 1959 would be 595,393,171 M. c. f. This we find to be a 
reasonable estimate of the requirements of the customers of Tennessee. 

Louisville Gas & Electric Co., a present contract demand customer 
of Tennessee, has a service agreement with Tennessee which provides 
for the delivery of a maximum of 20,400 M. c. f. per day. Louisville 
intervened in these proceedings for the purpose of requesting that the 
Commission issue an order requiring Tennessee to deliver to it an ad- 
ditional volume of 5,100 M. c. f. per day. The record shows that 
Louisville has sought for several years to obtain additional contract 
volumes from Tennessee, but has been consistently refused. In sup- 
port of its present request, Louisville presented detailed testimony 
showing a real need for this volume of gas. Accordingly, on the 
record before us, we find that Tennessee should be required to make 
this additional delivery of 5,100 M. c. f. per day to Louisville, thereby 
increasing the maximum volume which it may purchase from Tennes- 
see to 25,500 M. c. f. per day. 

North Penn Gas Co. (North Penn) also intervened in these proceed- 
ings and requested that the Commission require Tennessee by order 
to deliver to it on a “sellers option basis” a maximum of 5,500,000 
M. c. f. per year. North Penn is a natural-gas company operating in 
northern Pennsylvania and southern New York. It sells gas for resale 
principally in the cities of Crystal City, Corning, and Elmira, N. Y., 
and also in numerous communities in Pennsylvania. Its transmission 
lines cross Tennessee’s main line in Pennsylvania at several points near 
the Hebron storage field. North Penn proposes to utilize the gas 
which it desires to purchase from Tennessee by storing it in storage 
fields now available and operated by North Penn for withdrawal dur- 
ing the winter seasons to meet acute demands in the area served by it 
for domestic heating service, particularly in the city of Elmira, N. Y. 
We find that North Penn has demonstrated a need for such additional 
volumes of gas and accordingly we shall require by order that Tennes- 
see deliver such volumes to it. 
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The towns of Bolivar, Henderson, Lexington, and Parsons, Tenn., 
each intervened in these proceedings and requested that the Commis- 
sion require Tennessee by order to deliver volumes of gas to them for 
resale to such towns and in certain surrounding communities proposed 
to be served by these interveners. Each of these interveners intends to 
construct and operate its own transmission and distribution systems. 
The record shows a definite need for natural-gas service in the areas 
proposed to be served by these interveners and that public convenience 
would be served if such service could be made available. Each of 
these interveners has requested that Tennessee be required to deliver to 
it a volume of gas sufficient to meet estimated requirements in the 
eighth year of service. However, since Tennessee is proposing in these 
proceedings to meet only the fifth-year requirements of expanded serv- 
ice to Northeastern and has not anticipated any increase in other 
customer requirements after the year 1959, it seems appropriate to limit 
any order issued herein to require service to these communities up to 
the maximum of their fifth year indicated demands. 

Each of these interveners presented detailed evidence showing that 
their projects are practical from an engineering standpoint and eco- 
momically feasible. Additionally, the evidence indicates that the 
bonds proposed to be issued to finance these projects can be readily 
marketed in view of the indicated earnings ratios reflected in the 
engineering and economic studies. 

Upon consideration of the foregoing and other evidence of record 
herein, we find that Tennessee should be required by order to deliver 
to each of these intervening towns volumes equal to its estimated re- 
quirements for the fifth year of operation of their proposed facilities. 
As so limited, the maximum day deliveries to these customers would 
be as follows: 


M.c. f. 
RU as i ented tice da he eaamane 2, 687 


Lexington 1, 954 
Henderson 
Parsons 


The estimated total annual requirements of these several inter- 
veners in the fifth year of service are 8,109,000 M. c. f.. With this 
addition the sales requirements of Tennessee in the year 1959 would 
be increased to 603,502,171 M. c. f. 

If there be added to the above-indicated annual sales requirements 
of Tennessee an allowance for fuel consumption and lost and un- 
accounted for gas, plus 5,500,000 M. c. f. representing shrinkage of 
volumes of gas passing through Tennessee’s extraction plant, located 
at Gabe, Ky., Tennessee’s requirements of gas for all purposes would 
be 645,059,500 M. c. f. in the year 1959. Since, as previously indi- 
cated, Tennessee has not anticipated any increase in sales after the 
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year 1959, this total represents the best available estimate of Tennes- 
see’s annual requirements after that year. 

Gas supply—Tennessee introduced evidence in these proceedings 
estimating that the total original recoverable reserves available to it 
under contract were 14,982,571,000 M. c.f. Of this total 2,025,136,000 
M. c. f. represents estimates of original recoverable reserves covered 
by contracts initially introduced in these proceedings at docket No. 
G-2108, and not previously presented in other proceedings before this 
Commission. The remainder of the total, being 13,120,798 M. c. f., 
represents Tennessee’s current estimates of original recoverable re- 
serves under acreage covered by contracts as represented and intro- 
duced in prior proceedings before the Commission. In this connec- 
tion it should be noted that in proceedings before this Commission 
commencing with those at docket No. G-610 and continuing through 
proceedings thereafter up to and including those at docket Nos. 
G-1573, et al., Tennessee’s estimates of the original recoverable gas 
reserves introduced in such proceedings aggregated 16,100,342,000 
M.c.f. However, as a result of new estimates made by Tennessee with 
respect to certain of these fields, these previous estimates have been 
reduced by a total of 2,979,544,000 M. c. f., which is a reduction of 
18.50 percent from the original estimates.* 

It is estimated by Tennessee that there was controlled by it as of 
January 1, 1952, remaining reserves totalling 11,661,706,000 M. c. f. 
After allowance for production of 463,824,000 M. c. f. in the year 1952, 
there remains a total of 11,197,882 M. c. f. of reserves controlled by 
Tennessee. 

As adjusted hereinbefore, the gas requirements of Tennessee for the 
19-year period from 1953 through 1971 are estimated to be 
12,241,080,000 M. c. f. The total gas supply of 11,197,882,000 M. c. f. 
estimated to be available to Tennessee during this 19-year period, with- 
out making any assumption with respect to deliverability, thus appears 
to be sufficient to meet about 91.5 percent of the estimated total require- 
ments for the same period. 

Tennessee also introduced in these proceedings a study, which pur- 
ports to be “a deliverability study,” indicating that its gas supply is 
sufficient to provide 100 percent of its annual requirements for each of 
the years 1953 through 1971. The annual natural gas requirements 
utilized for the purpose of Tennessee’s “deliverability study” are those 
as estimated by Tennessee, as hereinbefore discussed, and assume that 
annual load factors of sales to certain customers will be less than 
experienced in recent years. It is also assumed that deliveries to pres- 

13It should be noted in this connection that the new estimates cover only some of the 
fields and some of the contracts introduced by Tennessee in the earlier proceedings in 


support of the applications there under consideration. New estimates have not yet been 
made for all of the producing areas covered by Tennessee’s contracts. 
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ent customers will be terminated at the expiration of the terms of the 
present service agreements. Furthermore, the requirements utilized 
in this “deliverability study” do not include annual volumes for shrink- 
age in the extraction plant, nor the additional requirements herein 
ordered to be provided to the several interveners hereinbefore 
mentioned. 

If Tennessee’s estimate of requirements is adjusted in the manner 
that we have hereinbefore found to be proper, the gas supply estimated 
to be available to Tennessee will be adequate to meet the so-adjusted 
requirements in full only through the year 1966, a period of 14 years. 
In the year 1967 a deficiency would be incurred. Thereafter, the sup- 
ply of gas indicated to be available to Tennessee would not be adequate 
to meet the indicated annual requirements, even assuming, as does 
Tennessee, that it will be able in such years to continue to purchase 
approximately 20 billion cubic feet per year on a “spot purchase” 
basis. 

Considering all relevant facts of record, we find that Tennessee has 
commitments for a supply of gas reasonably adequate to meet its con- 
tractual obligations to its customers, including this proposed service 
to Northeastern, and to provide new deliveries to previously men- 
tioned interveners for which we shall order service, as well as the de- 
mand which it is reasonable to assume will be imposed upon its system. 


CoNCLUSIONS 


Section 7 (e) of the Natural Gas Act provides in pertinent part 
that: 


* * * certificate shall be issued to any qualified applicant therefor, author- 
izing the whole or any part of the operation, sale, service, construction, exten- 
sion, or acquisition covered by the application, if it is found that the applicant 
is able and willing properly to do the acts and to perform the service proposed 
and to conform to the provisions of the act and the requirements, rules, and reg- 
ulations of the Commission thereunder, and that the proposed service, sale, 
operation, construction, extension, or acquisition, to the extent authorized by the 
certificate, is or will be required by the present or future public convenience 
and necessity; * * *. 

From the foregoing discussion, it is apparent that the service pro- 
posed to be rendered by the applicants herein is required by the present 
public convenience and necessity. It is equally apparent that each of 
the four applicants is able and willing properly to do the acts and to 
perform the service proposed in their respective applications. 

As a result of these proceedings, we know that there is now existing 
in the New England markets proposed to be served by Northeastern 
and Algonquin a pent up demand for expanded gas service, whether 
it be natural or manufactured gas. The customer companies proposed 
to be served by these applicants, as well as many other interested 
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parties, have continuously and repeatedly made known these facts 
to us. 

It has been represented in the proceedings before us that, unless a 
decision was soon made which would enable natural-gas service to 
commence in the area proposed to be served prior to the coming winter 
season, a number of the proposed customer companies will be required 
to make substantial expenditures in order to provide additional ca- 
pacity to meet the absolute minimum of demands for gas if weather 
conditions should be normal. It has been also represented to us that 
there would have been severe gas shortages in some of these com- 
munities in past winters had the weather not been warmer than might 
normally be expected. 

Naturally it is to the economic advantage of the consumers to be 
served if, by prompt action in these proceedings and an early com- 
mencement of natural-gas service to them, additional expenditures for 
added manufactured gas production can be avoided. Even though 
natural gas may soon arrivé after the installation of such facilities, it 
cannot be denied that the cost therefor must be reflected in the rates 
to be charged the consumers. Thus, the time the respective appli- 
cants can commence the service of natural gas to these areas is a matter 
of prime importance in the disposition of these applications. 

From our discussion hereinbefore, it is clear that authorization at 
this time would permit Algonquin to proceed immediately with the 
completion of its facilities so as to enable the commencement of service 
by December 1, 1953, if not at an earlier date. It is equally clear from 
the record, on the basis of the testimony of Tennessee’s own witnesses, 
that the proposed facilities of Northeastern could not be completed 
prior to December 1, 1953. Whether they could in fact even be com- 
pleted during the coming winter season is not apparent. However, 
it is readily apparent that they would only be available, if at all, dur- 
ing the latter part of the coming heating season. 

Another factor to be considered, having in mind the remoteness of 
the New England market from the gas producing areas, is the relia- 
bility of an assured supply of natural gas. Certainly it cannot be 
disputed that two separate transmission systems bringing gas into 
such a remote area, although their sources of supply are in essentially 
the same area, are more reliable than a single pipeline system bringing 
gas to the area to be served. 

At an earlier point herein, we mentioned that our primary respon- 
sibility is to protect the public interest, within which lie, among others, 
the interests of natural-gas companies and investors in those com- 
panies. This, too, is a factor to be considered in disposing of the 
competitive applications before us. More than $52,000,000 has been 
expended in the construction of the now substantially completed fa- 
cilities of Algonquin. The interests of investors in stocks and bonds 
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of this company must be considered as a matter of public interest. 
Certainly, it would not be in the public interest to authorize duplicate 
facilities which would render useless this substantially completed 
project of Algonquin, with a consequent loss to these investors of 
untold millions of dollars, even assuming that they would be able to 
recoup some of their investment by salvage or otherwise. Such losses, 
if incurred by these investors in the Algonquin company must of 
necessity be reflected in some manner upon the stockholders of these 
companies and the policy holders of the insurance companies now 
holding the bonds of Algonquin. 

We are fully cognizant also of the fact that Algonquin’s substan- 
tially completed project was constructed—and substantial investments 
therein were expended—pursuant to a certificate issued by this Com- 
mission, which was set aside by the court of appeals for procedural 
reasons and not because of any substantive error in our findings and 
conclusions as to the necessity for or desirability of Algonquin’s project 
and proposed operations. 

We are still of the view, as we stated in our opinion No. 202 issued 
November 8, 1950, “that two feasible projects to serve New England 
can be authorized to provide adequate and satisfactory service to the 
region at a reasonable cost.” We there found that the markets North- 
eastern has been authorized to serve constitute a feasible project, and 
that the markets remaining would provide a feasible project for Al- 
gonquin. In our opinion No. 206 issued February 27, 1951, we found 
that the record then before us even more fully supported those earlier 
findings. The record now before us provides even stronger proof as 
to the stability of the findings heretofore made in these regards. 

Upon consideration of the foregoing, and all facts of record before 
us, we find that Algonquin should be granted a certificate authorizing 
the construction and operation of the facilities covered by its applica- 
tion herein and permitting the sale and delivery of gas as hereinafter 
ordered. 

As previously noted herein, Blackstone Valley Gas & Electric Co. 
filed an application at docket No. G-2077, pursuant to section 7 (a) 
of the act, requesting the issuance of an order requiring Northeastern 
to provide natural-gas service to it. The applications of both Algon- 
quin and Northeastern seek authorization to serve Blackstone. How- 
ever, Blackstone has in these proceedings indicated a preference for 
service by Northeastern and has introduced evidence showing the 
reasons for such preference. These facts were recognized by these 
three companies in the aforementioned letter agreement of July 1, 
1953, wherein it is proposed that Northeastern be authorized to serve 
Blackstone. Upon consideration of these facts, as well as other facts 
of record, we find that Northeastern should be authorized to sell and 
deliver natural gas to Blackstone, and our order herein will so provide. 











ALGONQUIN GAS TRANSMISSION COMPANY ET AL. 243 


In the letter agreement of July 1, 1953, the companies also agreed 
that Algonquin be authorized to serve the Framingham division of 
Worcester Gas Light Co. (Worcester). This division of the Worcester 
distribution system is now being served by Northeastern pursuant to 
the certificate heretofore issued to that company. However, since 
the issuance of that certificate, Worcester has acquired the facilities of 
the Dedham & Hyde Park Gas Co. and Milford Gas Co. and the dis- 
tribution systems of these former companies are now being operated as 
divisions of Worcester. The facilities of the Dedham & Hyde Park 
division and the Milford division interconnect with the Framingham 
division from which they have been supplied with gas. Evidence 
presented by Worcester indicates that from an operating standpoint 
it is preferable that these three divisions of the company be served by 
a single supplier rather than two and that the public interest would be 
served thereby. It is in apparent recognition of this fact that the 
two applicants and Worcester proposed in the letter of July 1, 1953, 
that Algonquin be authorized to serve the Framingham division. Ac- 
cordingly, since we are authorizing Algonquin to serve the Dedham & 
Hyde Park division and the Milford division of Worcester, we find 
that Algonquin should also be authorized to serve the Framingham 
division. Such authorization to serve the Framingham division, how- 
ever, to be contingent upon the filing of an appropriate application by 
Northeastern, pursuit to section 7 (b) of the act, for authority to 
abandon service to the Framingham division and the issuance of an 
order granting such authority. When such permission to abandon is 
granted Northeastern, Algonquin may commence the sale and delivery 
of gas for resale in the Framingham division of Worcester. 

In our opinion and order issued November 8, 1950, we found that it 
was reasonable and necessary to attach a condition to the certificate 
granted to Northeastern which will assure reasonable and nondiscrimi- 
natory rates and charges for the service proposed by it. Under the 
circumstances, we also found it reasonable and necessary that the same 
condition be attached to the issuance herein of a certificate to Algon- 
quin. A similar condition was attached to the certificate issued to 
Algonquin by opinion No. 206 and the accompanying order, which 
certificate was nullified by the court of appeals. 

In order to secure to New England the benefits of an integrated 
natural-gas system, we will condition the certificate issued herein to 
Algonquin, as we conditioned the certificate granted Northeastern, to 
require the establishment by Algonquin of interconnections with, and 
agreements for emergency exchange of gas with, any natural-gas 
system or systems serving the area at wholesale. A similar condition 
was also attached to the certificate issued to Algonquin by our opinion 
No. 206 and accompanying order. 
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We further find that Northeastern should be granted a certificate 
authorizing the construction and operation of facilities and the sale and 
delivery of natural gas for resale in Athol, Gardner, and Greenfield, 
Mass.; Dover, Exeter, Portsmouth, and Rochester, N. H.; and Port- 
land, Biddeford, and Saco, Maine. However, the record before us 
does not permit an identification of those specific facilities required to 
provide this service, together with the service herein authorized for 
Blackstone. Accordingly, issuance of a certificate to Northeastern for 
service to the communities in Massachusetts, New Hampshire, and 
Maine named above must be delayed until Northeastern has filed with 
the Commission an amendment to its application herein specifying 
those facilities necessary to the performance of this service. Upon 
such showing as to the needed facilities, we shall authorize North- 
eastern to render this proposed service. The record before us at this 
time contains adequate proof as to the economic feasibility of these 
operations. 

FurTHER CoNCLUSIONS 


Under the plans of operations proposed by certain of the companies 
herein authorized to be provided with service by Algonquin, these 
companies, upon the commencement of service by them of natural gas, 
will be engaged in acts or operations subject to the provisions of the 
Natural Gas Act for which certificates of public convenience and neces- 
sity will be required. Accordingly, it is appropriate that the authori- 
zation herein granted to Algonquin for the sale and delivery of natural 
gas to these proposed customers be conditioned upon full compliance 
by such customers with the requirements of the act. The companies 
so requiring further authorizations, and the acts and operations pro- 
posed to be performed by them subject to the jurisdiction of this Com- 
mission, are briefly described below. 

Hartford Gas Co. (Hartford) proposes to transport natural gas 
through its facilities situated in the city of Hartford for the account of 
the Connecticut Gas Co. (Connecticut Gas). Accordingly, the sale 
and delivery of gas by Algonquin to Connecticut Gas should be condi- 
tioned upon the filing of an application by Hartford with this Com- 
mission for and the issuance of a certificate authorizing this 
transportation. 

Connecticut Gas has filed with this Commission at docket No. 
G-2093 an application for a certificate, pursuant to section 7 of the 
act, authorizing the transportation of natural gas for the account of 
Hartford from New Haven to Hartford and also the sale of natural 
gas to New Haven Gas Light Co., Wallingford Gas Light Co., Con- 
necticut Light & Power Co., and New Britain Gas Co. Deliveries to 
each of these four last-named customers are to be made at points along 
the route of the existing facilities of Connecticut Gas which are to be 
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utilized for the transportation of gas for the account of Hartford. 
Connecticut Gas has also filed with this Commission at docket No. 
G-1954 an application for a certificate authorizing the construction 
and operation of certain natural gas transmission facilities and the 
sale and delivery of natural gas to Connecticut Light & Power Co. 
for resale in the cities of Waterbury, Willimantic, and Putnam, Conn. 
Accordingly, authorization herein granted to Algonquin to sell and 
deliver natural gas to Connecticut Gas should be conditioned upon the 
issuance of certificates to the last-named company as applied for at 
docket Nos. G-1954 and G—-2093. 

Narragansett Electric Co. (Narragansett) proposes to transport 
natural gas for the account of Mystic Power Co., the sale of which by 
Algonquin is herein authorized. This transportation is also subject 
to the requirements of section 7 (c) of the act. Accordingly, the sale 
of natural gas by Algonquin to the Mystic Power Co. should be con- 
ditioned upon the filing of an application by Narragansett for and 
the issuance of a certificate authorizing this transportation. 

Brockton-Taunton Gas Co. (Brockton-Taunton) proposes to sell 
natural gas to the town of Middleboro, Mass., for resale by the 
municipality to its citizens. Since this sale for resale is also subject 
to the requirements of section 7 (c) of the act, the sale and delivery 
by Algonquin herein authorized to be made to Brockton-Taunton for 
resale to Middleboro should be conditioned upon the filing of an ap- 
plication for and the issuance of a certificate to Brockton-Taunton 
authorizing such sale. 

Blackstone Valley Gas & Electric Co. proposes to transport natural 
gas in interstate commerce and to sell natural gas to Blackstone Gas 
Co. for resale in the town of Blackstone, Mass. Accordingly, the sale 
and delivery of natural gas by Northeastern to Blackstone Valley Gas 
& Electric Co. should be conditioned upon the latter filing application 
for and receiving a certificate authorizing such transportation and sale. 

By order issued May 13, 1953, at docket No. G—-1833, 12 F. P. C. 981, 
the Haverhill Gas Light Co. (Haverhill) was authorized to transport 
and sell natural gas to the Allied New Hampshire Gas Co. (Allied) 
for resale in the Exeter (New Hampshire) division of Allied. As 
requested by Allied and Northeastern, we herein authorize North- 
eastern to sell and deliver natural gas to Allied for resale by the latter 
in its Exeter division and other distribution areas served by this 
customer. Accordingly, upon the commencement of sales and de- 
liveries by Northeastern to Allied for resale in Allied’s Exeter division, 
Haverhill shall file with this Commission an appropriate application 
pursuant to section 7 (b) of the Natural Gas Act for authority to 
abandon its presently authorized service to Allied. 
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FurTHER FINDINGS 


In reaching the findings, conclusions, and decision herein, the Com- 
mission has considered the evidence of record, the briefs filed, including 
the proposed findings and conclusions submitted by parties to the pro- 
ceedings, and the oral arguments in support thereof. On the basis of 
the record herein, the proposed findings and conclusions submitted for 
the Commission’s consideration are hereby rejected except so far as the 
same have been adopted in this opinion and order. Upon consideration 
of the foregoing and the entire record, the Commission further finds: 

(1) Algonquin Gas Transmission Co., applicant at docket No. 
G-1319, upon commencement of operation of the facilities authorized 
herein, will be engaged in the transportation and sale of natural gas 
in interstate commerce, and, therefore, will be a “natural-gas com- 
pany,” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in the earlier proceedings at docket Nos. G-1319, 
et al.,10 F. P.C. 35. 

(2) Northeastern Gas Transmission Co., applicant at docket No. 
G-1568, is a “natural-gas company” within the meaning of the act, as 
heretofore found in the proceedings at docket Nos. G-1267, et al., 
9F. P.C. 271. 

(3) Texas Eastern Transmission Corp., applicant at docket No. 
G-1012, is a “natural-gas company” within the meaning of the act, as 
heretofore found in the proceedings at docket Nos. G-880, et al., 
6 F. P.C. 148. 

(4) Tennessee Gas Transmission Co., applicant at docket No. 
G-2108, is a “natural-gas company” within the meaning of the act, as 
heretofore found in the proceedings at docket Nos. G—808, et al., 
6 F. P.C. 122. 

(5) The facilities which Algonquin and Northeastern are herein 
authorized to construct and operate, as more fully described in their 
respective applications at docket Nos. G-1319 and G-1568, will be used 
for the transportation and sale of natural gas in interstate commerce 
and the construction and operation thereof are subject to the require- 
ments of subsections (c) and (e) of section 7 of the act. 

(6) The additional operations which Texas Eastern proposes and 
the sale of natural gas to Algonquin, as more fully described in the 
application at docket No. G-1012, are subject to the jurisdiction of the 
Commission and the requirements of subsections (c) and (e) of section 
7 of the act. 

(7) Additional operations which Tennessee proposes and the sale of 
additional volumes of natural gas to Northeastern, more fully de- 
scribed in the application at docket No. G-2108, are subject to the juris- 
diction of the Commission and the requirements of subsections (c) and 
(e) of section 7 of the act. 
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(8) The construction and operation of facilities and the related 
services as proposed by the applications at docket Nos. G-1319 and 
G-1568 to the extent herein authorized are required by the public 
convenience and necessity and certificates therefor should be issued as 
hereinafter ordered, upon the terms and conditions contained in the 
order, which terms and conditions are reasonable and required by the 
public convenience and necessity. 

(9) The proposed sale and delivery of natural gas by Texas East- 
ern to Algonquin and the proposed sale and delivery of natural gas 
by Tennessee to Northeastern, as more fully described in their respect- 
ive applications at docket Nos. G-1012 and G-2108, to the extent 
herein authorized, are required by the public convenience and necessity 
and certificates therefor should be issued as hereinafter ordered, upon 
the terms and conditions contained in the order, which terms and con- 
ditions are reasonable and required by the public convenience and 
necessity. 

(10) The physical connections of facilities and the services herein- 
after ordered to be provided by Tennessee to North Penn Gas Co., 
Louisville Gas & Electric Co., and the towns of Bolivar, Henderson, 
Lexington, and Parsons, Tenn., are necessary and desirable in the 
public interest, and will place no undue burden upon Tennessee. Such 
connnections and sales will not require the enlargement of Tennessee’s 
facilities nor will they impair Tennessee’s ability to render adequate 
service to its customers. 

(11) The aforementioned applicants for certificates are each able 
and willing properly to do the acts and to perform the service pro- 
posed and to conform to the provisions of the act and the requirements, 
rules, and regulations of the Commission thereunder. 

(12) The issuance of certificates as hereinafter ordered and con- 
ditioned, are appropriate and necessary for carrying out the pro- 
visions of the Natural Gas Act. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the 
same is hereby issued authorizing Algonquin Gas Transmission Co. to 
construct and operate the facilities hereinbefore referred to, which 
are more fully described in the application at docket No. G-1319, 
for the transportation and sale of natural gas as hereinafter set forth, 
subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order. As a condition attached to the exercise of 
the rights granted under the certificate issued herein, Algonquin shall : 
(i) Make available on a firm basis to the companies and munici- 
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pality named below the following maximum daily volumes of natural 
gas: 
M. c.f. 14.78 
pounds per 
square inch 


absolute 
Boston Consolidated Gas Co 


Brockton-Taunton Gas Co 

Buzzards Bay Gas Co 

Cambridge Gas Light Co 

Connecticut Gas Co. 

Connecticut Power Co. 

Fall River Gas Works Co 

Hartford Gas Co. 

Mystic Power Co 

Narragansett Electric Co.: 
(Warren-Bristol division) 
(Westerly division) 

New Bedford Gas & Edison Light Co 

New Haven Gas Light Co 

New Jersey Natural Gas Co. 

Newport Gas Light Co 

North Attleboro Gas Co. 

City of Norwich 

Norwood Gas Co 

Old Colony Gas Co 

Plymouth Gas Light Co 

Pe Ni ai acids ace cian ecaanpaitinn eats tcc amaldaiagtes 24, 684 

Worchester Gas Light Co.: 
(Dedham and Hyde Park division) 
(Framingham division) 
(Milford Division) 


Provided, however, That Algonquin shall not sell and deliver any nat- 
ural gas to or for the account of the Connecticut Gas Co. until and 
unless (a) a certificate is hereafter issued by the Commission pursuant 
to the application of Connecticut Gas at docket No. G-1954 authoriz- 
ing the construction and operation of required facilities for the trans- 
portation of natural gas in interstate commerce and the sale of natural 
gas to the Connecticut Light & Power Co. for resale in the cities of 
Waterbury, Willimantic, and Putnam, Conn.; and (b) a certificate is 
hereafter issued by the Commission pursuant to the application of 
Connecticut Gas at docket No. G-2093 authorizing the operation of 
certain existing facilities for the transportation of natural gas in inter- 
state commerce and the sale of natural gas to New Haven Gas Light 
Co., Wallingford Gas Light Co., Connecticut Light & Power Co., and 
New Britain Gas Co for resale; and (c) Hartford Gas Co. files an 
application for and is granted a certificate, pursuant to section 7 (c) 
of the act, authorizing the operation of certain existing facilities for 
the transportation of natural gas in interstate commerce for the ac- 
count of Connecticut Gas: Provided further, That Algonquin shall 
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not sell and deliver any natural gas to or for the account of the Mystic 
Power Co. until and unless Narrangansett Electric Co. files an appli- 
cation for and is granted a certificate, pursuant to section 7 (c) of the 
act, authorizing the operation of certain existing facilities for the 
transportation of natural gas in interstate commerce for the account 
of the Mystic Power Co.: And provided further, That Algonquin 
shall not sell and deliver any natural gas to the Brockton-Taunton 
Gas Co. for resale to the town of Middleboro, Mass., for ultimate 
distribution to consumers in that community until and unless Brock- 
ton-Taunton files an application for and is granted a certificate, 
pursuant to section 7 (c) of the act, authorizing the operation of 
certain existing facilities for the transportation of natural gas in 
interstate commerce and the sale of natural gas to the town of 
Middleboro. 

(ii) Algonquin shall file with the Commission, in accordance with 
part 154 of the Commission’s general rules and regulations under the 
Natural Gas Act, at least 15 days prior to the commencement of the 
operations herein authorized, a tariff satisfactory to the Commission, 
which shall include a single demand-commodity type rate schedule, 
including therein all rules and regulations affecting and pertaining to 
such rates and charges, together with a cost of service study relating to 
the proposed rates and charges. The company may, if its contemplated 
operations make it desirable, submit a proposed straight commodity 
rate for the delivery and sale to its smaller customers, such rate to be 
optional on the part of such small customers. 

(iii) Unless otherwise ordered by the Commission for good cause 
shown, Algonquin shall resume construction of the facilities herein 
authorized at such time, and such construction shall be so completed, as 
will permit all such facilities being placed in operation on or before 
December 1, 1953. 

(iv) Algonquin shall report to the Commission, in writing, under 
oath, the date of resumption of the construction of the facilities herein 
authorized and thereafter shall submit monthly reports of construction 
progress until its facilities herein authorized are completed, and shall 
report the completion date of the facilities, together with the date of 
commencement of operations. 

(v) Algonquin shall accept in writing the certificate issued herein 
within 15 days from the issuance of this order. 

(vi) Algonquin shall establish interconnections with, and shall enter 
into agreements for, emergency interchange of gas with any natural- 
gas system or systems serving the area at wholesale. 

(B) A certificate of public convenience and necessity be and the 
same is hereby issued authorizing Texas Eastern Gas Transmission 
Corp. to sell and deliver to Algonquin up to a maximum of 214,000 
M. c. f. of natural gas per day. 
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(C) A certificate of public convenience and necessity be and the same 
is hereby issued authorizing Northeastern Gas Tranmission Co. to 
construct and operate facilities for the purpose of establishing a con- 
nection with the facilities of Blackstone Valley Gas & Electric Co. 
and to sell and deliver to Blackstone up to a maximum of 10,812 M. c. f. 
of natural gas per day: Provided, however, That no such sale and 
delivery to Blackstone shall be made until and unless Blackstone files 
an application for and is granted « certificate, pursuant to section 7 (c) 
of the act, authorizing the operation of certain existing facilities for 
the transportation of natural gas in interstate commerce and the sale 
of natural gas to the Blackstone Gas Co. for resale in the town of 
Blackstone, Mass. As a condition to the exercise of the rights granted 
under the certificate issued herein, Northeastern shall : 

(i) Establish physical connection of its transportation facilities 
with the facilities of, and sell natural gas to North Penn Gas Co. up to 
a maximum annual volume of 5,500,000 M. c. f. 

(ii) Northeastern shall accept in writing the certificate issued herein 
within 15 days from the issuance of this order. 

(D) A certificate of public convenience and necessity be and the 
same is hereby issued authorizing Tennessee Gas Transmission Co. to 
sell and deliver to Northeastern additional volumes of natural gas up to 
a maximum of 6,700 M. c. f. per day. 

(E) Tennessee Gas Transmission Co. be and it is hereby required 
to sell and deliver to Louisville Gas & Electric Co. additional volumes 
of natural gas up to a maximum of 5,100 M. c. f. per day and to estab- 
lish physical connection of its transportation facilities with the pro- 
posed facilities of the towns of Bolivar, Henderson, Lexington, and 
Parsons, Tenn., and sell natural gas to each of those towns up to the 


following maximum daily volumes: 


M.¢. f. 
a a a a el 2,687 


Henderson 
Lexington 
Parsons 


(F) These certificates are not transferable and shall be effective only 
so long as the respective companies continue the operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, 
as amended, this order, and any pertinent rules, regulations or orders 
heretofore or hereafter issued by the Commission. 

(G) Except to the extent herein specifically granted, the respective 
applications of Algonquin, Texas Eastern, Northeastern, and Tennes- 
see be and the same are hereby each denied. 
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In THE MATTER OF 
UNITED FUEL GAS COMPANY 


Proceeding on Rate Increase and Disposition 
of Funds Collected under Bond 


Docket Nos. G-1781 and G-2055 
August 7, 1953* 


Syllabus 


. Commission finds that the average rate base method is the proper method of 
computing the rate base in this case, and rejects the proposed year-end 
rate base method. P. 256. 

. Where an unusual, nonrecurring cost is experienced during a test period, 
Commission determines the normal cost on the basis of a five-year 
average instead of a ten-year average, when the item might be sensitive 
to changes in price levels. P. 264. 

. Where a company files a consolidated tax return and thereby reduces its 
liability for Federal income taxes, this reduction should be reflected in 
the cost charged to consumers. P. 265. 

. Where a company accrues depreciation on the basis of a great number of 
depreciation rates, each applied to a specific property account, the burden 
of insuring that as time passes and conditions change each rate is 
sufficient ison the company. P. 265. 

+. The cost of getting rid of uneconomic debt is properly chargeable against 
surplus as of the time it occurs. P. 267. 

. Commission finds that a rate of return of 6% percent is fair and reasonable, 
and will encourage conservative financial practices, and the adequate 
enlargement of service facilities. P. 271. 

. The segregation of total costs into functional groups is the first step in 
classifying and allocating costs. P. 272. 

. Applicant’s costs incident to its local production of gas should be classified 
as 100 percent commodity costs. P. 273. 

. Compressor station labor provides both a peak period and an annual service, 
but since neither function predominates, it should be classified 50 percent 
to demand and 50 percent to commodity. P. 274. 

. Commission finds that the classification of purchased gas costs entirely as a 
commodity cost is proper in this case. P. 277. 

. Sales made during a sustained peak period are preferable to single day peak 
sales in the allocation of demand costs, especially where a substantial 
portion of a seller’s peak capacity is met by withdrawals of gas from 
storage. P. 277. 

. Since it is the duty of the Commission not only to establish the level of the 
rate but to insure that the rate form and tariff provisions do not. result 
in undue discrimination and preference, the Commission concludes that 
the contract demand form of rate schedule is not proper for applicant’s 
wholesale sales. P. 285. 

13. Commission prescribes a demand-commodity type of rate, which gives effect 
to load factor but makes the time interval for determining the billing 


*Designated Commission opinion No. 258. See also Commission opinion No. 258—A, 
infra, p. 351. 
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demand greater than customary, because United Fuel depends on the 
deliverability from its storage fields for a substantial portion of its peak- 
day requirements. P. 285. 

14. Commission prescribes two rate schedules with a difference of one cent 
per M. ec. f. in the commodity charges, to provide for the difference in 
load factor and peak-day accommodations between buyers. P. 286. 

15. Commission will look at the actual operating costs of a period representative 
of such collection under bond, as the best guide to the rates which appli- 
cant was justified in collecting, where a rate has been in effect under bond 
over a period of time, and during or subsequent to such period a signifi- 
cant change has occurred in the company’s costs or operations. P. 289. 

16. Commission finds that United’s rates which were effective under bond subject 
to refund from February 6, 1952, to February 14, 1953, were not unjust 
and the proceeding is terminated, but orders United to refund to its 
interstate customers the difference between the amounts charged by 
it for sales between February 15, 1953 and the issuance of this opinion 
and the amount which would have been charged under the now approved 
revised sheets. P. 291. 

Dory, Commissioner, dissenting in part. 
KvUYKENDALL, Chairman, not participating. 
E. H. Laylin, Richard A. Rosan, W. C. Hart, and J. M. Hill for 

United Fuel Gas Co. 


Eugene ET hreadgill for the staff of the Federal Power Commission. 


By Tue Commission: 
OPprIniIon 


These proceedings arise as the result of two rate increases totaling 
more than $14,000,000 filed by United Fuel Gas Co. (United Fuel). 
The Commission is here concerned with the determination and pre- 
scription for the future of just and reasonable rates for sales of natural 
gas in interstate commerce for resale, and the disposition of funds 
collected under bond during the period that United Fuel’s rates have 
been contingently effective pursuant to the provisions of section 4 (e) 
of the Natural Gas Act (act). 

Hearing was commenced in docket No. G-1781 on October 6, 1952. 
By order of the Commission issued December 8, 1952 the proceeding 
in docket No. G-2055 was consolidated with that in docket No. G-1781, 
and thereafter hearing was held in these consolidated dockets, con- 
cluding on April 14, 1953. 

The Commission omitted the intermediate decision procedure by 
order issued April 24,1953. Briefs were filed by United Fuel, Dayton 
Power & Light Co. (Dayton), Commonwealth Natural Gas Corp. 
(Commonwealth), Consolidated Gas Electric Light & Power Co. of 
Baltimore (Baltimore), Portsmouth Gas Co. (Portsmouth), and the 
staff, and on May 13, 1953, the Commission heard oral argument by 
United Fuel, Dayton, the city of Cincinnati, Cincinnati Gas & Electric 
Co. and Union Light Heat & Power Co. (jointly referred to as Cin- 
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cinnati), Baltimore, Commonwealth, Washington Gas Light Co. 
(Washington Gas), and staff counsel, respecting the issues involved in 
these proceedings. 

Also pending before the Commission for decision are several mo- 
tions: one filed by United Fuel for a determination by the Commission 
based solely on the facts alleged in the motion, that United is entitled 
to retain the funds collected under bond in docket No. G-1781; another 
filed by staff counsel to modify the record to show the receipt in evi- 
dence of exhibits 72 and 73, which were offered during the hearing; and 
a third motion filed jointly by Dayton, Cincinnati and the cities of 
Dayton and Cincinnati to reopen the record for the purpose of receiv- 
ing in evidence a document which became available after the close of 
the hearing and which has been received in evidence in another pro- 
ceeding before this Commission. 

In deciding these proceedings, the Commission has considered the 
entire record, including arguments of all parties to this proceeding, 
briefs, and requested findings of fact and conclusions of law. 

This opinion and the order herein entered effectively disposes of 
United Fuel’s motion for a partial determination of the proceedings. 
That motion is, therefore, denied. The motion by staff counsel was 
unopposed, and inasmuch as the failure of the record to show clearly 
the receipt in evidence of exhibits 72 and 73, as to which there was 
direct testimony and to which United Fuel presented rebuttal evidence, 
appears to have been inadvertent, the motion to receive exhibits 72 and 
73 is granted. The motion to reopen the record to take additional evi- 
dence, which has become available since the close of the hearing, was 
opposed by United Fuel. Upon consideration of this matter it appears 
that the evidence sought to be introduced is merely cumulative. This 
motion is, therefore, denied. 

History of the proceedings.—United Fuel filed its F. P. C. gas tariff, 
second revised volume No. 1, on August 6, 1951. By this proposed 
tariff, United Fuel sought to increase its rates to yield an increase of 
approximately $7,240,000 in its annual revenues. On September 4, 
1951, the Commission suspended this proposed tariff in docket No. 
G-1781, 10 F. P. C. 1321. On February 6, 1952, upon expiration of 
the period of suspension of 5 months, as provided in section 4 (e) of 
the act, the increased rates were placed in effect under bond subject 
to refund by United Fuel of the portion of such increased rates which 
the Commission might find not justified. 

On August 15, 1952, United Fuel filed its F. P. C. gas tariff, third 
revised volume No. 1, whereby it proposed a further rate increase 
amounting to approximately $6,970,000 per year. This increase was 
suspended by the Commission on September 12, 1952, in docket No. 
G-2055. On February 15, 1953, the second increase in rates was 
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placed in effect under bond and subject to refund, superseding second 
revised volume No. 1. 

United Fuel’s third revised volume No. 1 was filed simultaneously 
with a rate increase filed by United Fuel’s primary supplier, Ten- 
nessee Gas Transmission Co. (Tennesee), and was primarily a re- 
flection of United’s anticipated increased cost of gas purchased from 
Tennessee. The rate increase by Tennessee, which went into effect 
under bond subject to refund on February 15, 1953, has been settled 
by the agreement of all parties. Zennesse Gas Transmission Co., 
docket No. G-—2052, order issued July 28, 1953. The costs discussed 
herein have been adjusted to reflect the rates agreed upon in the 
settlement of docket No. G-2052 and approved by the Commission 
order. 

The basic determinations—The ultimate issues presented for our 
determination fall into two categories—(1) the problem of the de- 
termination of just, reasonable and not unduly discriminatory or 
preferential rates to be charged by United Fuel from the effective 
date of this decision in docket No. G-2055; and (2) the problem of 
disposition of funds collected under bond, subject to refund under 
section 4 (e) of the act, for the period February 6, 1952, through 
February 14, 1953, in docket No. G-1781, and for the period from 
February 15, 1953, until the effective date of the rates prescribed for 
the future, in docket No. G-2055. 

We divide our opinion into two parts. The determination of rates 
for the future will be discussed in part I of this opinion, and the dis- 
position of refunds in docket No. G-2055 and docket No. G-1781, will 
be discussed under part II. 

The test periods—The 12-month period, July 1, 1951, through 
June 30, 1952, was adopted by United Fuel and the staff as a basis 
for the determination of future rates and the disposition of refunds 
in docket No. G-2055, and we find it appropriate for those purposes. 

However, the rates involved in docket No. G-1781 were in effect 
from February 6, 1952, until February 15, 1953, at which time they 
were superseded by the rates in docket No. G-2055. United Fuel 
and the staff presented costs of service for the period February 1, 
1952 through January 31, 1953, as a test period for the determination 
of rates United Fuel would have been justified in collecting between 
February 6, 1952, and February 15, 1953. We find that such test 
period is an appropriate period for determination of the disposition 
of funds collected under bond in docket No. G-1781. 


Parr I 
RATE BASE 


United Fuel contends that the rate base to be used in the determi- 
nation of future rates is $88,337,463, whereas the staff contends that 
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it is $84,722,161. The difference is attributable to the different 
methods used by the staff and United Fuel in computing the rate base, 
to differences in depreciation and depletion reserves, and to working 
capital allowances included in the computation. 

Method of computing rate base—United Fuel contends that the rate 
base should be computed by using the plant balances and reserves as 
of the end of the test period. The basis for this contention was stated 
by United Fuel’s witness Workman, as follows (T. 435) : 

As a result of the conditions which I have outlined (replacement of facilities 
at higher cost) and the type of business in which the company is engaged and 
the further fact that the company’s facilities in place at June 30, 1952, are neces- 
sary to maintain the level of the company’s business for the immediate future, 
the plant balances at June 30, 1952, are representative of the amount of property 
the company requires for the heating season of 1952-53. 

To answer this contention it is not enough to state that the 1952-53 
heating season is past, for United Fuel takes the position that such 
year-end rate base is “representative” for the purpose of determining 
future rates in docket No. G-2055 (brief, pp. 66-69). 

We know from an examination of United Fuel’s history, that the 
growth in total sales has closely paralleled the growth in plant. This 
is shown in the following table: 


Growth in utility plant and annual sales 


[From annual reports—item Q-1] 








Average 
utility 
plant 


Annual sales | Annual sales 
volumes per —_ 
(M.c.f.) | dollar 
(per M.c. f.) 





70 
168, 722, 000 | 82 


1, 

92, 769, 000 1, 
187, 205, 000 | 1. 80 

1. 

1. 


104, 163, 000 
114, 745, 000 
125, 120, 000 


209, 076, 000 | 82 
239, 796, 000 92 


$86, 227, 000 | 146, 668, 000 


We know also that United Fuel intends to continue to expand its 
system? and that it anticipates a steady growth in sales volumes.’ 

We do not believe that a rate base computed as of one point in time 
is necessarily a proper measure of the investment which produced 
revenues over a period of time or which will be required to produce 
a volume of annual sales by a company which has experienced and 
still anticipates growth at the rate recorded for United Fuel. Sales 
are made by means of a plant which changes frequently. A precise 
measure of the plant used to produce a specific annual sales volume 
would be an average of the daily plant balances for the year. Such 
precision is unnecessary in the ordinary case where additions are 

1 See Gulf Interstate Gas Co., opinion 251, issued May 20, 1953, 12 F. P. C. 116. 

7 See item A in the record, which is a document prepared by Columbia, and referred to 


as the “Blue Book,” containing the supply and requirements of the system for the 
immediate past and estimates of future supply and requirements. 
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relatively small or evenly spaced, hence we have frequently used 
average monthly balances to derive an approximation of the average 
continuous plant investment during a test period. In the instant case, 
it appears that United Fuel made additions to plant uniformly 
throughout the year, and, consequently, an average of the beginning 
and ending plant balances gives a reasonable approximation of the 
average continuous plant balance. 

Underlying our method of matching investment with revenues, 
there is the implicit assumption that the pattern of the period chosen 
is representative of the future—that the size of the plant investment 
in a particular period is related to sales of such period and that this 
relationship is relatively constant, and will hold true for the future. 

United Fuel has presented no evidence which demonstrates that 
this premise of our rate-making process is in error, and the historical 
relationship of plant to sales strengthens our belief that we are cor- 
rect. In fact, if the historical trend on United Fuel’s system con- 
tinues, it can readily be seen from the following that investment 
requirements per unit of sales may be expected to decline, rather than 
increase over test period requirements: 


Plant investment per M. ec. f. of sales: 


From this and other evidence in the record * we find that the aver- 
age rate base method used by the staff, including average plant, aver- 
age contributions in aid of construction, and average depreciation and 
depletion reserves, is the proper method of computing the rate base 
in this case. 

Accrued depreciation.—The staff’s engineering witness made an 
examination of United Fuel’s depreciation rates, and determined that, 
for a number of depreciable accounts, the rates currently used by 
United Fuel are inadequate. It was his conclusion that such rates 
had been unduly low for some time, and he recommended that an 
adjustment of the book depreciation reserves be made from and after 
January 1, 1950. The recommended adjustment of reserves as of 
June 30, 1952 amounts to $628,440. The comparable total accrued de- 
preciation reserve per books (exclusive of distribution reserves) as of 
June 30, 1952, amounted to about $22,500,000. 


* United Fuel’s rate-of-return witness Badger agreed that it would be more appropriate 
“to relate earnings ror a twelve-month period to the average net assets or total investment 
rate base that existed during the period rather than to the year end of the period” (T. 1920). 
And it should be noted that United Fuel, in its own accounting operations, accrues de- 
preciation by applying the appropriate percentage rates to the average annual balances 
of primary accounts (T. 140). 
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In the Matter of United Fuel. Gas Co., docket No. G-440, 5 F. P. C. 
279, 288, we stated: 


Where a respondent has failed to observe reasonable depreciation practices 

and has accumulated a greatly deficient reserve, we have insisted upon the de- 
duction of the larger reserve requirement. [Emphasis added.] 
Although we do find that United Fuel’s depreciation rates are inade- 
quate and that United Fuel’s annual depreciation expense for test-year 
purposes should be computed on the basis of the depreciation rates 
recommended by the staff, we cannot conclude from the facts of this 
case that the reserves accrued by United Fuel are so greatly deficient 
as to require the rejection of the book accrual and the use of an ad- 
justed reserve, for purposes of this case, or to require United Fuel to 
transfer $628,440 from surplus to the depreciation reserve account to 
eliminate the deficiency. 

Depletion and unit of production depreciation reserves.—United 
Fuel’s estimate of its gas reserves was adjusted by the staff to elimi- 
nate overstatement thereof resulting from the inclusion of the same 
reserves twice in the estimate and to correct a number of clerical errors 
in United Fuel’s gas reserve records. The resulting net adjustment is 
a decrease of 28,061,088 M. c. f. from United Fuel’s December 31, 
1951, total gas reserve figure of 650,967,816 M. c. f. or an adjusted 
total of 622,906,728 M. c. f. 

The overstatement resulting from duplication occurred gradually 
over the years 1944-51 and has brought about a deficiency of $137,798 
as of June 30, 1952, in United Fuel’s depletion reserves applicable to 
lands, leaseholds and gas rights. Reserves for gas well construction 
and gas well abandonment which are accrued on a unit of production 
basis are deficient as of June 30, 1952, by $828,286 and $197,237, 
respectively, for the same reason. 

The duplication of estimates of gas reserves occurred in the follow- 
ing manner: As of January 1, 1944, there was included in United 
Fuel’s total gas reserve figure, on the basis of which depletion rates 
are calculated, an amount of 36,660,000 M. c. f. of gas. This amount 
represented the estimated undrilled reserves expected ultimately to be 
recovered from that portion of the brown shale formation under 
lands and leaseholds classified as plant in service at January 1, 1944.* 

*In docket No. G—440, on the basis of an isobaric study made by the staff, the total gas 
reserves of United Fuel underlying lands and leaseholds classified as plant in service 
as of December 31, 1943, were estimated to be 527,234,430 M. ce. f., consisting of 
490,574,430 M. c. f. of drilled or developed gas reserves and 36,600,000 M. c. f. of esti- 
mated undrilled, undeveloped reserves in the formation known as the brown shale. That 
portion of the brown shale formation which lay under lands and leaseholds already 
classified as plant in service because of production from other shallower formations was 
then relatively undeveloped. Because depletion accruals applicable to this plant in service 
were based on the unit of production method, it was agreed that it would be proper to 


include the estimated shale reserve in the total reserve figure of United Fuel, in order 


that subsequent years’ depletion accruals would reflect the proper total reserve underlying 
such plant in service. 
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Between 1944 and 1951 United Fuel drilled wells into this formation 
and added the reserves so developed to its gas reserve total, without 
adjusting the undrilled estimates. In 1947, recognizing that the addi- 
tion of such developed reserves to the gas reserve total while retaining 
the originally estimated undeveloped reserve in the total would result 
in a duplication of reserves, United Fuel made an adjustment to 
eliminate 7,010,000 M. c. f. of such duplicated reserves.’ However, 
the remaining 29,650,000 M. c. f. of estimated undrilled reserves are 
still included in the company’s total gas reserves.® Because of clerical 
errors which the staff geologist found in reviewing United Fuel’s 
records, the total adjustment of gas reserves recommended by him and 
herein found proper is only 28,061,088 M. c. f. 

The United Fuel contends that the undrilled shale reserve under 
consideration in 1943 has been developed only to the extent of the 40 
wells which have actually been drilled deeper, and that the shale 
reserves attributed to the other 193 wells are still undeveloped. How- 
ever, United Fuel’s witness admitted that most of the 193 wells not 
deepened had been abandoned and plugged without being deepened, 
were located in areas which do not produce shale gas in commercial 
quantities, or had other shale wells located close enough to produce 
gas from under the proposed deepening location (T. 3228-3275). He 
also testified that during the period January 1, 1947, through December 
31, 1951, more than 50 percent of the 560 new wells drilled by United 
Fuel were completed in the shale and a great many of these new shale 
wells were drilled in areas covered by the undrilled shale estimate 
(T. 3288-89). 

From the foregoing we find that the accrual by United Fuel of 
reserves for depletion of land, leaseholds and gas rights, and reserves 
for depreciation of gas well construction cost and gas well abandon- 
ment cost has been improper since 1944. Therefore, in computing the 
proper rate base herein, we shall use reserves corrected to eliminate 
the foregoing errors, and shall require United Fuel to record on its 
books proper reserves reflecting the adjustments discussed herein and 
found necessary and proper. 


5 As of December 31, 1943, United Fuel estimated that 233 wells would be required to 
develop the shale reserve under plant then classified as in service. After studying the 
wells which had already been completed in the brown shale, an estimate was assigned to 
each of the 233 wells of 150,000 M. c. f., 180,000 M. c. f. or 220,000 M .c. f., depending 
upon the potentialities of the shale area in which the well was to be located. The sum- 
mation of all shale estimates associated with the 233 wells was the total undrilled shale 
estimate of 36,660,000 M.c.f. Therefore, when a well was actually drilled into the brown 
shale and the reserve estimate for such well based on pressure and original open flow 
is known, the total gas reserve could be revised by adding in the drilled reserve estimate 
and subtracting the original undrilled estimate. 

* United Fuel’s gas reserve witness testified that the 36,660,000 M. c. f. was included in 
the company’s reserve figures at January 1, 1944 (T. 3259). He also testified that he 
thought the remainder of the 36,660,000 M. c. f. was removed from the company’s gas 
reserve figures, although he had no knowledge of “how or by what means or when” (T. 
3259, 3311). 
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The average depreciation and depletion reserves for the test year, 
herein found acceptable, are as follows: 


Depreciation reserves: 
Production (includes gas well construction) 


Cost of abandoning wells 
Depletion reserves: Producing natural gas lands 


Working capital 

(a) Material and supplies—When United Fuel filed second re- 
vised volume No. 1, it showed, in its supporting data, the average 
monthly balance of material and supplies (excluding distribution 
supplies) for the year 1950 to be $2, 517,671 (item B-5, sch. 6-G; T. 
936). In its exhibits, presented during the hearing, United Fuel, 
however, claimed an allowance of $4, 676, 074 for this component of 
working capital (exh. 11). 

The staff accountant, comparing the test year figures of $4,676,000 
with the 1950 figure of $2,518,000 and the 1951 average balance of 
$3,414,000 (T. 937), was of the opinion that the test year figure was 
unrepresentative. He included in his recommended cost of service an 
allowance of $3,713,000, which he derived by taking a 5-year average 
of material and supplies balances. 

United Fuel argues that the use of a 5-year average fails to take 
into account rising price levels and its increasing plant account (brief, 
p. 82). However, our attention has not been called to any price trend 
which would cause an 85 percent increase in the cost of material and 
supplies between 1950 and 1951-52. Nor is it likely that a 12 percent 
increase in gross plant would call forth this spurt in material and 
supplies cost. 

Although the figure used by the staff is substantially higher than 
either the 1950 or 1951 amounts, we prefer to use, whenever possible, 
operating experience during the test year, adjusted if necessary to 
eliminate any abnormalities which occurred. 

United Fuel included in its material and supplies an amount of 
$632,476 per month for 12 months, which was related in some way 
to certain “suspended material” (T. 2299-2303). Subsequently it 
eliminated such item for 11 months and included it for 1 month 
(T. 3132-33). There is admittedly something “unusual” about this 
item which has not been satisfactorily explained by United Fuel 
(T. 933). We shall include, therefore, in the working capital re- 
quirement the average test year material and supply balance, ex- 
cluding this one unusual item. Accordingly we find that an allow- 
ance of $4,043,598 for material and supplies is reasonable. 
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(b) Other adjustments.—There are other differences between the 
computation of working capital made by United Fuel and that herein 
found proper, as follows: (1) estimated cash working capital differs 
by $6,107 due to adjustments in operating expenses, chiefly office build- 
ing maintenance, discussed below; (2) gas in storage for current de- 
livery differs by $1,309,342 due to repricing of gas into and out of 
storage to reflect lower unit costs resulting from the adjustment to 
gas purchase cost, as discussed under cost of service and because of 
the settlement of docket No. G-2052; and (3) Federal and State in- 
come tax accruals, available for reduction of working capital re- 
quirements differ by $190,863 because of our findings as to rate base, 
rate of return, and consolidated tax return savings discussed below. 

Summary.—F rom the record in these proceedings and on the basis 
of the foregoing discussion, we conclude that the proper rate base 
for the purpose of determining just and reasonable rates and charges 
to be hereafter observed and in force is as follows: 


Rate base: 
Average gas plant in service (6/30/51—6/30/52)____________ $115, 524, 415 
Average completed construction work in progress___------~ 4, 753, 127 
Average retirement work in progress____.-__-__-___-----__ 279, 433 


120, 556, 975 
PN I ion as Scie keine 44, 239, 577 


Average net plant 76, 317, 398 
Contribution in aid of construction (271, 537) 


Net investment 76, 045, S61 
Working capital allowance 9, 620, 992 
Adjustment for 75 percent of federal and state income tax__ (1, 125, 921) 


Total rate base 84, 540, 932 


COST OF SERVICE 


United Fuel contends that its total cost of service is $69,451,407 
whereas the staff contends that a proper cost of service is $66,292,630," 
A part of this difference is attributable to differences in rate base 
which have been discussed above. There remain for discussion issues 
as to the cost of United Fuel’s supply of gas (which directly affects 
hoth rate base and cost of service), the cost of maintenance to its 
general office building, federal income taxes, and depreciation and 
cepletion expenses. 


7 Both of these computations are based upon the contingent rate increase by Tennessee 
in docket No. G—2052, whereas the cost of service we find proper hereinafter is adjusted 
io reflect the setth ment of that proceeding. 
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Cost of supply of gas—During the test year United Fuel obtained 
gas for storage and for sale from the following sources at the follow- 
ing costs: 








‘ + 
| Mc. f. at 14.73 | 

Source | pounds per | Cost 

square inch | 


absolute 





‘ennessee (firm) —-.-- 794, 621 $30, 467, 518 
je (storage) | » 316, 266 1, 258, 961 
Chicago Corp ] , 896, 105 | 3. 037, 642 
Transcontinental -- -- 2 4, 406, 134 7, 666, 603 
Local production : 5, 646, 298 5, 520, 368 
Local purchases 7 186,861 | 6, 549, 842 


WONG ca cantdinseoune Sis isla snot abundiguiaetinaeibamuaaelaaatadiaen | 282, 246, 285 54, 500, 934 


Several facts, developed in the record herein, established that these 
volumes from these sources are not representative of future supplies 
of gas. 

(a) Supply by Tennessee. Tennessee's obligation to provide stor- 
age gas to United Fuel increased from 13,500,000 during the test year 
to 20,000,000 M. c. f. per year beginning July 1, 1952, and deliveries 
for the 12 months ended January 31, 1953, of 17,867,686 M. c. f., suggest 
that Tennessee will meet its full obligation in the immediate future. 
The staff’s cost of service is based upon the assumption that Tennessee 
will deliver 19,890,000 M. c. f., which is the full contractual obligation 
less permissible deviations (exh. 39, 42). We find that the amount of 
19,890,000 M. c. f. of Tennessee storage gas, at a total cost of $4,407,000, 
should be included in United Fuel’s cost of service, rather than actual 
receipts recorded during the test year, of 7,316,266 M. c. f. at a cost of 
$1,258,961. There was also during the test year a slight upward 
revision of Tennessee’s obligation to deliver gas under contract 
demand, and we believe that the full annual effect of such change 
should be reflected in the supply and cost of service. 

(b) Local production supply. Another adjustment of United 
Fuel’s sources of supply, required by the facts and circumstances of this 
case, concerns the amount of local production to be included. 

The availability of gas from southwestern United States, through 
Tennessee’s lines, beginning in late 1944, brought a substantial change 
in United Fuel’s supply picture. United Fuel’s forecasts of the impact 
of such changed supply pattern upon its costs were relied upon by the 
Commission in its decision in 1946 in United Fuel Gas Co., docket No. 
G-440, 5 F. P. C. 279. Despite the actual production of 57,330,000 
M. c. f. in 1944 and 48,944,000 M. c. f. in 1945, the Commission accepted 
as reliable United Fuel’s prediction that its own production would be 
curtailed in 1946 and stabilized in 1947 and subsequent years at 
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34,000,000 M. c. f. But these subsequent years have seen the following 
production recorded (at 14.73 pounds per square inch absolute) : 


Year: M.c. f. 
Dai esieaai canta cca acne icailin aad centigrade 47, 731, 219 
MT icici cick iets ah abit pacaa eso academia 55, 594, 771 
i hiicinlsincchick sic Tiriabinstaliancnisinies pubiclaciio ss Aialcaiaslaiaiimataiiameaian 46, 531, 513 
a a an ee 38, 853, 410 
ania iain isteach aca ena raaecaa aiaaniinatial 42, 797, 363 
NO saa eh ea ah i a at a gh aa cago 54, 670, 655 


A cost of service in docket No. G-440 based upon the actual pro- 
duction of 55,594,771 (14.73#) M. c. f. for 1947 would have been 
significantly different from that determined by the Commission on the 
assumption of the correctness of United Fuel’s estimate of production 
at 34,000,000 M. c. f., because at that time the average cost of United 
Fuel’s produced gas was about 50 percent of the local purchased gas 
price and 33 percent of the price of southwest gas (5.F. P. C. at 300). 

The Commission was then told that the supply of gas in the Appa- 
lachian area was rapidly being depleted and, in the light of this factor, 
the Commission approved United Fuel’s policy of conserving this 
lower-cost Appalachian gas so as not to make its future supply “com- 
pletely dependent upon the higher cost gas from the Southwest” 
-(5 F. P.C. at 283). But the period 1944 through 1951 has been marked 
by a steady rise in United Fuel’s gas reserves in the Appalachian 
fields. This has been due, in part, to upward revisions of estimates 
of reserves and, in part, to new drillings. 

Nevertheless we are again told in the present case that United Fuel 
intends to “stabilize” its production in the future, this time at a volume 
of 44,000,000 M. c. f. But United Fuel’s geologists conceded that they 
knew of no reason why the company could not produce at the 1951 
level of 54,670,655 M. c. f. (T. 427, 429, 3332). There is every reason 
to believe that production during 1952 was abnormally low * and that 
a cost of service representative of the future should include a volume 
of produced gas greater than the actual production during the test 
year. 

United Fuel’s production during the test year is a curtailed pro- 
duction and is unrepresentative for the future. Total sales were below 
normal because of the steel strike and because the winter was unusually 
mild (T. 286-7; exh. 52). Also, large volumes of gas were available 
from Transcontinental Gas Pipe Line Corp. (Transcontinental) on an 
“emergency” basis through 1951 and early 1952. However, in January 
1953, deliveries by Transcontinental to United Fuel had decreased 
to 509,000 M. c. f., with a probable end to such deliveries during 1953, 

® During the 12 months ended January 31, 1953, production was curtailed to less than 
40,000,000 M. c. f., because gas was available from Transcontinental, even though the cost 


of this gas exceeded United Fuel’s average sales price and despite the so-called stabilization 
of production, 
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indicated by Columbia’s “Blue Book” (item A). On the facts pre- 
sented in the record in this case, we find that production during 1951 
is more nearly representative of future production than the actual 
production during the test year. 

This brings us to the question of the cost to be allowed for production 
in the future at a level of 54,670,655 M. c. f. The direct operating and 
maintenance costs of gas production have varied between 4 and 7 cents 
per M. c. f. during the years 1947-51 (T. 498-9).° However, revenues 
from the extraction of gasoline from gas produced (net after product 
extraction expense) average about 7 cents per M. c. f. These net 
revenues vary directly with the volume of gas produced, as well as 
with the price of gasoline (T. 526, 1116), whereas the costs of pro- 
duction are to some extent independent of the volumes produced (T. 
497-9). Consequently, it appears to be reasonable to conclude that 
the incremental costs will be offset by gasoline revenues, and therefore 
the net cost of producing 54,670,655 M. ec. f. should not exceed the 
test year cost of producing 45,646,000 M. c. f. However, one major 
overhead cost of production, the depletion accrual on lands, lease- 
holds and gas rights, and the depreciation on gas well construction and 
abandonment, will increase directly with the increase in production, 
and we find it proper to include under the heading depreciation, 
depletion and amortization expense, in the cost of service, an allowance 
for depletion and depreciation related to the higher volume. 

From the foregoing, we find that the supply of gas, upon which a 
rate base and cost of service representative of future conditions should 
be based for the purpose of determining just and reasonable rates 
and charges, is as follows: 








Source M.c. f. | Cost 

IN br hikscticaicckunddnadunns iad tniammaiuaihataaniiam iam 153, 980, 614 $38, 400, 203 
i RET LIES LLL IE ICE ETE AE VE, 19, 890, 000 4, 330, 950 
ee 13, 494, 774 2, 885, 701 
Local production... 54, 670, 655 5, 520, 368 
Transcontinental. site heniniiabcisleiiaiapchadea caddie ania entities aia cual 2, 023, 381 567, 682 
see scsinsishetimmnciaalehipiiau Raidiethiaeieiaimiaiate esis 38, 186, 861 6, 781, 500 

A iaaidibinanenschn ives ssi inten ct aeapiscan inca canteen aaa ieabiaaeaal | 282, 246,285 | 58, 486, 404 


Maintenance of general structures.—In its cost of service for 1950, 
filed in support of the first rate increase (docket No. G-1781), United 
Fuel showed a total expense in this account of $6,886. Annual reports 


* The total cost of gas produced per M. c. f. for the year ending 1/31/53 was: 


Cente 
IE UT Ricci chia esi cet sea cig ta 7.3 
Tani: NNO cb ck cn nh cence ar sabthnenenaa cestiasiiat 4.4 
ERS GE GPs citik ccd nda ncconebctendidaen 3.1 
Admin., depl., taxes (other than income), return._......_-~-.-------.. 18.4 


I acest certain nisess theese aici ainda cies aialta gta 
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to the Commission (item Q-1) reveal that United Fuel reported $6,155 
in 1949 and $14,195 in 1948 for this account, which is maintenance of 
its general office building. During the test year, United Fuel reported 
$93,919 for such maintenance. 

Staff witness Ball testified that he had personally examined the 
building and the work which had been done over a year and a half 
period, and that it constituted “extensive remodeling” which, in his 
opinion, was non-recurring (T. 1648, 2212-2217, 2335). He recom- 
mended the use of a 10-year average expense of approximately $21,000 
as a normal cost for this account. 

United Fuel does not deny that such remodeling occurred during 
the test year, nor does it clearly contend that such expense is represen- 
tative of the future. Its primary objection to the staff’s reeommenda- 
tion is that a 10-year average fails to take into account rising prices. 

Where an unusual, non-recurring cost is experienced during a test 
period, we have, in the past, found it appropriate to determine a nor- 
mal cost on the basis of the average experience over a period of years. 
However, an item such as that under consideration might be sensitive 
to the change in price levels which has occurred between 1942 and 
1951, and a 10-year average might, therefore, tend to penalize United 
Fuel, although it has made no attempt to show by evidence the effect 
of such price changes. We believe that a 5-year average, based on the 
following amounts, constitutes a reasonable estimate of normal costs: 


RE ae etn ty St hia kek bee tena adaeeesaro $22, 590 
Sith ect taeg Ws Soc Mn pleading h eine ada taieamaa ds ebamaicel 14, 195 
Nek a a 6, 155 
ai cal a a i a a al la le a 6, 886 
ania crete ta a a aS a 100, 950 

I siccacshescacticsite cist stitial taper Neches ales ear acl 30, 155 


The allowance of $30,155 which gives effect to the patently unusual 
1951 outlay for remodeling should be fully adequate for normal main- 
tenance costs. 

Federal income taxes.—The Columbia Gas System, of which United 
Fuel is a part, files a consolidated tax return, resulting in a tax savings 
benefiting each constituent company. See Atlantic Seaboard Corp., 
docket No. G—1384, et al., intermediate decision issued on November 
7, 1951 (adopted as modified, opinion No. 225, 11 F. P. C. 43). 

United Fuel, however, claims a Federal income tax allowance com- 
puted on the assumption that United Fuel files a separate income tax 
return. 

There was evidence that the tax saving resulting from the consoli- 
dated return would approximate 10 percent (exh. 28, sched. 6). 
United Fuel’s position on this issue was stated squarely on the record 
by its vice president Ryder: 

That should not be credited to the consumer, it is a credit to the stockholder 
(T. 582). 
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We have consistently held that consumers should be charged for 
only the actual liability for Federal income taxes. Mississippi River 
Fuel Corp., 4 F. P. C. 340; Colorado Interstate Gas Co., opinion Nos. 
235 and 235-A, 11 F. P. C. 324, 380; Transcontinental Gas Pipe Line 
Corp., opinion No. 227, 11 F. P. C. 94. If, by filing a consolidated 
return, a reduction of this cost is effected, such reduction should be 
reflected in the cost charged to consumers. 

Depreciation and depletion expenses.—The staff recommended that 
United Fuel increase its annual depreciation expense, and adjusted 
the test year depreciation expense (straight-line) upward from 
$1,599,688 to $1,874,990 to include the recommended increase. 

The staff found that depreciation experience since 1943, with 
regard to a number of plant items, has departed materially from the 
experience presented to the Commission in connection with the pro- 
ceedings at docket No. G-440 and docket No. G—812, on the basis of 
which the Commission approved rates utilized by United Fuel. For 
example, at the time a depreciation rate of 2 percent was approved for 
transmission structures, the ratio of retirements to average plant bal- 
ances for the period 1909 through 1943 was 0.25 percent. Studies 
covering the periods 1944-46 and 1947-51 indicate that retirement 
losses have averaged 1.05 percent. Staff witness Bodner, considering 
the increase in retirement losses which have occurred during recent 
years as compared with experience previously presented to the Com- 
mission, as well as the life of reserves and all other relevant evidence 
available, concluded that the depreciation rate on transmission com- 
pressor station structures should be raised to 2.22 percent and on 
transmission measuring and regulating structures to 2.5 percent. 
Similar recommendations were made as to the depreciation rates for 
other plant accounts. 

The Commission’s order of December 16, 1949, United Fuel Gas Co., 
8 F. P. C. 1370, removed the requirements that United Fuel observe cer- 
tain specified depreciation rates, and placed on United Fuel the burden 
of using rates sufficient to maintain proper and adequate reserves. We 
here reaffirm our belief that where a company accrues depreciation on 
the basis of a great number of depreciation rates, each applied to a 
specific property account, the burden of insuring that as time passes 
and conditions change each rate is sufficient, is on the company. 

The staff’s analysis of individual depreciation rates is proper, and 
leads to the conclusion that United Fuel’s total depreciation accrual 
is presently inadequate. We shall expect United Fuel to review from 
time to time the estimated service lives of its properties and to make 
revisions in the depreciation rates when they are justified. 

We shall include in the cost of service, which we hereinafter de- 
termine, an allowance for increased annual depreciation expense which 

should be included in book reserves on and after February 15, 1953. 
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Furthermore, the correction of United Fuel’s gas reserve base, as 
discussed above under Rate Base requires an increase in the annual 
charges for depletion and unit of production depreciation, which we 
shall include in the cost of service. In this connection we shall com- 
pute these annual charges for depletion and unit of production de- 
preciation on the basis of production of 54,670,655 M. c. f., for the 
reasons discussed under the heading of Cost of Supply of Gas. 

Rate of return—Columbia owns virtually all the outstanding se- 
curities, debt, and equity of United Fuel. The minority interest 
amounts to 4% 99 of 1 percent of the common. With this exception, 
everything which United Fuel earns accrues to Columbia. Accord- 
ing to the record United Fuel’s capital as of September 30, 1952, 
amounted to $108,344,438 and was composed of 48 percent debt and 52 
percent equity. Debt included $21,825,000 of 6 percent demand notes 
which, according to testimony, are “frozen” by reason of tax consid- 
erations, although the effective interest rate thereon has been reduced 
to 34 percent. Current debt financing is by means of installment 
promissory notes and short-term loans of which there was an aggre- 
gate of $30,162,000 outstanding as of the above date. Equity financ- 
ing is accomplished by means of capital contributions from Columbia 
to United Fuel. 

United Fuel claims that it is entitled to a 614 percent rate of return 
on its total investment rate base. Its chief witnesses on rate of re- 
turn were Mr. Francis H. Crissman, Treasurer of Columbia, and Dr. 
Ralph E. Badger, an economist. 

Mr. Crissman claimed that a rate of return of at least 7 percent 
was required, basing his contention on a cost of money to Columbia 
of 6.83 percent. Dr. Badger concluded that a fair return for United 
would be between 7 and 714 percent, and indicated that in arriving 
at this figure he had included debt capital of Columbia at a replace- 
ment cost of 3.5 percent and equity capital at 11 percent. The latter 
rate, he said, had been selected after a study of the way in which the 
earnings of variously constituted groups of natural-gas companies 
had developed over the past decade. 

Using a series of “growth factors” derived from these studies, 
Badger projected earnings 10 years ahead, averaged them and com- 
pared the averages with current prices for these companies’ stocks, 
claiming that current prices discounted such growth. In this way 
he arrived at a series of earnings-price ratios from which he selected 
one which he thought suitable to United Fuel, and based his cost 
of equity capital on that. 

Long-range forecasts of this nature do not provide a sound and 
reliable basis for present decisions as to what is required to give United 
Fuel’s parent company, Columbia, ready access to capital markets in 
order that it may keep United Fuel and its other subsidiaries supplied 
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with capital funds. Also there is considerable doubt as to whether 
the stock market is this farsighted. 

Mr. Crissman testified that the present debt capital of Columbia, 
consisting of debentures, had been obtained on a cost basis of 3.02 
percent. To this 3.02 percent he would add 0.14 percent, representing 
annual amortization of debt discount, expenses, and premiums relating 
tc debt issues which have long since been retired and such items 
charged to earned surplus. As to this latter point, it is our opinion 
that the cost of getting rid of uneconomic debt is little different from 
expenses resulting from unexpected disasters, fires, hurricanes, trans- 
mission line breaks, or technological displacements such as the sub- 
stitution of natural for manufactured gas in a utility’s distribution 
system. Such occurrences are among the risks inherent in the junior 
or equity stock position and they are properly chargeable against 
surplus as of the time they occur. 

Mr. Crissman indicated that he believed the cost of equity capital 
to be taken into account should be 10.5 percent. He based this claim 
on Columbia’s experience in disposing of its three postwar stock 
offerings; on the average relationship of Columbia’s earnings to the 
market price for its stock since 1948; and on a ratio of dividends to 
earnings.’® 

The period from January 1, 1948, through 1952 has been significant 
for Columbia from a financial viewpoint, for in that interval it has 
sold all its presently outstanding debentures and thrice offered com- 
mon stock to its stockholders on a subscription basis. As of the con- 
clusion of these hearings the latest occasion in which it had made a 
stock offering was during November 1951 when 1,501,826 shares had 
been sold at $14.25 a share, which price was about 6.6 percent under 
the market. The net proceeds of this offering were $13.825 a share, 
or about 9.5 percent under the market, the market being about 1514. 
The prevailing ratio of earnings to average market price during No- 
vember 1951 was 7.9 percent; the payout ratio visible at the time was 
75.9 percent. 

At oral argument in these proceedings United Fuel’s counsel stated 
that a fourth offering of common stock had been made during May 
1953. This stock was sold to underwriters and the price which Colum- 
bia received therefor, which was $12.65 a share, was determined by com- 
petitive bidding. Earnings at the time of this offering were 88 cents 
a share; the prevailing dividend rate was 90 cents a share; the earn- 
ings-bid price ratio was 6.9 percent; and the earnings-net proceeds 


27 Mr. Crissman asserted that the historical “payout” ratio of Columbia had been about 
65-70 percent. However, in the first 8 months of 1952 payout had averaged 83.7 percent 
and in August 1952, the last month for which information is of record, the payout had 
been 100 percent. 
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ratio would be 7.2 percent if expenses were no greater than they were 
in 1951.4 

Over the 1948-52 period, which has been such a significant period 
in Columbia’s development, the monthly earnings market price ratios 
of Columbia’s common have ranged from a high of 12.9 percent in 
February 1948, to a low of 6.3 percent in August 1952. Over this 
41-year period these ratios have averaged 9.0 percent, the yield 6.2 
percent and the payout 71 percent. 

Over approximately the same period monthly average earnings- 
price ratios of eight natural gas stocks which are listed on national 
security exchanges, as shown in the staff’s exhibit,” have ranged from 
a high of 9.3 percent in June 1949, to a low of 6.0 percent in March 
1952. The average for this period was about 7.7 percent. 

The monthly earnings-price ratios of three unlisted natural gas 
company stocks, appearing in the staff’s exhibit ** from January 1949, 
through November 1952, range from a low of 6.0 early in 1950 to a 
high of 10.0 in May 1951, and stood at 7.0 for the last month of this 
period. The average for this period and these stocks was about 8 
percent. Since 1948 and through 1951 the yields on the 8 listed and 
2 unlisted stocks which were dividend payers in this period averaged 
somewhat under 5.0 percent; the payout ratios 50.0. It would thus 
appear that Columbia common runs at a somewhat greater relation- 
ship of earnings to market than either of these indices. 

The staff contends for an allowance to United Fuel of a rate of 
return of 6 percent, which, it points out, would be the return to 
Columbia on its investment in United Fuel. If allowance be made 
out of this return for Columbia’s own debt at 3.03 percent, assuming 
the proportion of debt to total capital to be 54.5 percent, the residual 
return on Columbia’s equity on United Fuel would be at the rate of 
about 9.6 percent.’* This, the staff points out, would be sufficient to 
sustain a yield of 6.2 percent on Columbia’s common stock, with a 
payout of 6624 percent, and would, it is contended, be generally con- 
sistent with the stock market’s evaluation of Columbia’s earnings and 
dividends over the 414 years preceding August 1952. 

1 The stock was reoffered to the public at $13.25 a share. The range of prices at which 
the stock had sold on the New York Stock Exchange between January 1, 1953, and April 28, 
1953, was 15 high, 13 low. (Prospectus dated May 13, 1953.) 

12 These stocks are: Consolidated Gas Utilities Corp. common; El Paso Natural Gas Co. 
common; Lone Star Gas Co. common; Mississippi River Fuel Corp. common; Mountain 
Fuel Supply Co. common; Northern Natural Gas Co. common; Panhandle Eastern Pipe 
Line Co. common ; and Southern Natural Gas Co. common. 

13 These stocks are: Tennessee Gas Transmission Co. common; Texas Eastern Trans- 


mission Corp. common ; and Texas Gas Transmission Co. common. 


Percent 
%4 United Fuel’s return and Columbia’s return on its investment in United Fuel____ 6.00 
Less allowance for Columbia’s 54.5 percent debt @ 3.03 percent 


Return to a 45.5 percent equity @ 9.56 percent 
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This 6 percent rate of return, however, would make little or no 
allowance beyond the barebones cost of money to United Fuel and the 
Columbia System. Moreover, it would reflect a period during which 
money market conditions generally were relatively favorable for the 
sale of equity securities and interest rates on senior securities were 
relatively low. As the Supreme Court of the United States said in 
the Bluefield case: 


“Under the facts and circumstances indicated by the record, we think that 
a rate of return of 6 percent * * * is substantially too low to constitute just 
compensation for the use of the property employed to render the service.” 

We are, of course, concerned with rates for the future. Interest 
charges have lately risen perceptibly ; whether the securities markets 
will continue at their present levels is a matter of uncertainty. With- 
out clairvoyance in the matter, it would be less than responsible for 
us to resolve against Columbia all doubts respecting the course of the 
money markets over the next 18 months, during which period there 
is every indication that the system will be required to raise very sub- 
stantial sums of additional capital for necessary expansion. 

Furthermore, we must bear in mind the fact that, as the Supreme 
Court of the United States recognized as long ago as the Bluefield 
case: 

What annual rate will constitute just compensation depends upon many cir- 
cumstances and must be determined by the exercise of fair and enlightened 
judgment, having regard for all relevant facts * * * . The return should 
be reasonably sufficient to assure confidence in the financial soundness of the 
utility and should be adequate, under efficient and economical management, to 
maintain and support its credit and enable it to raise the money necessary for 
the proper discharge of its public duties.” 


We have never held that our responsibility for determination of the 
fair rate of return can be discharged properly through the mere ap- 
plication of a strict cost-of-money formula to produce the minimum 
return which might be nonconfiscatory ; rather we must exercise a fair 
and enlightened judgment having regard for all relevant facts. This 
has recently been emphasized in the opinion of the Court of Appeals 
for the Eighth Circuit, remanding to this Commission for fur- 
ther findings the determination that 54 percent, in the circumstances 
of that case, constituted a fair rate of return for the Northern Natural 


Gas Co.” 


% Bluefield Water Works &€ Improvement Co. v. Public Service Commission, 262 U. 8S. 
679, 695 (1928). 

16 262 U. S. 679, 692-693 (1923). 

17 State Corp. Comm. of the State of Kansas v. F. P. C., and Northern Natural Gas Co. 
v. F. P. C., 206 F. 2d 690, cert. den. 346 U. S. 922, C. C. A. 8th (July 20, 1953). The 
Court said, “in the case under review we are not given any indication that the Commission 
has so exercised its practical, expert judgment. We are given instead a study that the 
Commission has made as to the rate of yield of various natural gas companies * * *. It 
is clear also that the Commission is not bound to the use of any particular formula or 
group of formulae in determining what is a just and reasonable rate.” 
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Among other matters which we must consider are the essential 
nature of proceedings in which rates are fixed prospectively, the recent 
financial history and foreseeable new capital requirements of the par- 
ticular company under consideration, and its relative position in com- 
parison with other natural-gas systems whose rates recently have 
been, and are, before us—for it is in the interest of investors and con- 
sumers alike that a healthy financial condition exists which will pre- 
serve investments made and assure the rendition of reasonable ade- 
quate service. It is necessary that we keep in mind the fact that, in 
disposing of questions regarding rates of return, we are dealing with 
a residual difference between two groups of estimates; estimates of 
revenues and estimates of costs of service exclusive of return. If 
actual revenues received or actual operating expenses incurred should 
deviate from our estimates in only small degree, the resulting effect 
on return could be very considerable. This, of course, might be to 
the advantage or to the disadvantage of any given company. How- 
ever, consideration of Columbia’s somewhat unsatisfactory recent, 
financial record, as well as its large and imminent capital require- 
ments, make it doubly necessary to avoid unintentionally restricting 
earnings by undue reliance on the accuracy of our estimates of reve- 
nues and expenses. 

Turning to the financial situation of the Columbia System, earnings 
per share on its stock have shown a marked tendency to decline during 
the past several years. Dividend coverage has been limited, and the 
market value of the shares has been reduced at times to a figure below 
the actual investment represented thereby. Thus, Columbia’s offering 
of 1,700,000 shares of common stock early in May 1953 netted the com- 
pany only $12.57 per share as compared with a book value, as of April 
30, 1953, of $13.18; and maintenance of the established 90 cent divi- 
dend has resulted in a payout of more than 100 percent of net earnings 
per share for the calendar year 1952 and for 1953 to date, with no 
indication that this situation will be improved during the full calendar 
year. 

Of course we have no responsibility to insure any particular divi- 
dend rate. It is, however, a cardinal principle of regulation that the 
return should be sufficient to attract capital—which it is evident that 
the Columbia System will need in large amounts in the early future 
if it is to approach a satisfaction of the requirements of its customers 
for natural gas. In the circumstances here prevailing, that principle 
seems to us to mean a conservative capitalization, a not inefficient pat- 
tern of operation, and an income overall sufficient to attract capital 
on relatively favorable terms. 

Columbia has resisted the lure of an undue thinning of the equity 
and has maintained a conservative capital structure. Return should 


be sufficient to encourage continuation of this practice. Moreover, 
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our responsibility to encourage necessary expansion of facilities for 
the purpose of rendering adequate service is no less than our respon- 
sibility to insure that service be supplied at reasonable rates. A return 
limited to the base cost of money will not encourage conservative 
financial practices nor will it encourage adequate enlargement of serv- 
ice facilities. While a return equal only to the strict historical cost 
of capital may be legally defensible as nonconfiscatory, it seems evi- 
dent, in the circumstances of this case, that 6 percent would exceed the 
cost of capital by so little, if at all, as to be less than reasonable. Wea 
conclude, therefore, that a rate of return of 614 percent is fair and 
reasonable in this instance. 

Summary.—From the facts in the record in this case and the fore- 
going discussion of the issues before us, we find that a proper cost 
of service for the determination of just and reasonable future rates 
and charges is as follows: 


Cost of service: 
Operation and maintenance expenses : 


Liquefied petroleum gas production__.........--...--.--- $97, 202 
Natural gas production and gathering_____-_.-_---__-___- 5, 520, 368 
Other gas supply expenses: 

EE Ie iii cise nictanichiitininaaenian 6, 781, 500 

SOTO OU PUICMIIONS ois ceiccccnctcnccenntnes 46, 184, 536 

Gee WitGrawii TIGUR GOON RI inn ecnciicccidccnnncne 5, 414, 829 

Gee GeRIVOTO 00 BRIDE atic cccicccicencsicnnanane (9, 763, 849) 

TURNS I Cin aiken 233, 451 

Oe eee (1, 809, 951) 

Total other gas supply expenses___....--.-.-----.. 47, 040, 516 

Pinerroed She RS ORCI ON a ieee erctitiinicceccntinnone 616, 430 
eNO |. ans cticiiciica ics ce sitsnerannictcimetniecitinta isis 3, 780, 052 
Administrative and general expenses___..-_.-..-..----..---- 1, 979, 643 
Total operation and maintenance__.._........_--.--.---_-- 59, 034, 211 
Depreciation, depletion and amortization._.._...-.--_--.-__---_-- 3, 742, 493 
CT TI aise ites citninites eaten netstat 1,751, 962 
I ass ic cinched ial 5, 283, 808 
RE AE CRE SNe Wiest emsineinisidnntiiitininatintiiniiiis 1, 501, 308 
COTE GE CURE OE SI ivnicincicitc einai ctinniniinininsmatselatintiicnd (5, 700, 921) 
Ie CS Oe Ce anche cscs rssnininstiachniinie 65, 612, 861 


ALLOCATION OF COSTS 


United Fuel, through its integrated system of production facilities, 
transmission lines, storage facilities and distribution lines, sells and 
delivers gas to five purchasers in interstate commerce for resale, and 
also serves residential, commercial, and industrial consumers in Ken- 
tucky, West Virginia, and Ohio. In addition, intrastate sales are made 
to resale customers in West Virginia and Kentucky. 
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The fact that sales are made from this integrated system to pur- 
chasers not subject to our jurisdiction necessitates an allocation of 
costs which are common to jurisdictional and nonjurisdictional sales. 
There are several issues presented to us for determination with regard 
to the methods by which common costs are allocated as between juris- 
dictional and nonjurisdictional sales. 

We note that the allocation methods used by the staff in the presen- 
tation of the case, which in general conform with the principles stated 
by this Commission,"* result in the allocation of 86.2 percent of the 
total cost of service (excluding distribution costs) to jurisdictional 
sales. United Fuel’s allocation results in assigning to jurisdictional 
sales 84.3 percent of total costs. To determine which end result is the 
more nearly correct, we must examine, step-by-step, the methods fol- 
lowed by United Fuel and by thestatff. As, in many instances, the staff 
and United Fuel were in agreement as to treatment of individual 
matters, we shall confine our discussion to points which are at issue. 

Functional segregation of costs—Normally the first step in an 
allocation process is to separate the total costs into functional groups. 
This has been done by the staff. 

United Fuel contends, however, that its operations are so 
commingled that separation of costs by functions is improper (T. 
3727). The record does not support this claim. 

Thus, United Fuel’s vice president Ryder volunteered that : 

The basic operations of the company are its production plant, its underground 
storage plant, the operation of its LPG-Air (liquid petroleum gas-air) plant, its 
distribution plant, and its general plant. (T. 80.) 

Despite this, United Fuel opposes the allocation of administrative and 
general expenses, return, taxes, and depreciation expenses to these 
“basic” operations of the company. 

United Fuel’s allocation witness stated that the cost of production 

included “depreciation, return, and taxes” (T. 499). Similarly, he 


admitted that such costs are part of total costs of LPG-Air operations 
(T. 1020). Furthermore, United Fuel developed its depreciation and 


depletion accruals by functional groups (exhibit 3), and segregated 
total plant by such groups in order to allocate taxes and return (see 
exhibit 4, sched. 3; exhibit 5, sched. 4; and particularly exhibit 7). 

Both United Fuel and the staff eliminated costs of distribution 
operations from the cost of service to be allocated, and no issue arose 
as to the allocation of general plant costs, i. e., administrative and 
general expenses, to distribution operations. As United Fuel’s wit- 
ness explained, “When we come to general plant, there has to be an 
allocation, of course, because general plant is allocable to all of our 
property” (T.144). 


18 Northern Natural Gas Co., opinion No. 228, decided June 11, 1952, 11 F. P. C. 123. 
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From the foregoing we conclude that:the segregation of total costs, 
namely operation, maintenance, depreciation and depletion, taxes and 
return, by functional groups—production, LPG-Air, underground 
storage, transmission and distribution—as recommended by the staff, 
is entirely feasible and is an appropriate step in classifying and 
allocating costs. 

Classification of costs of production—The staff classified all of 
United Fuel’s costs associated with its production of natural gas in 
the Appalachian fields of West Virginia and Kentucky as commodity 
costs. 

United Fuel classified royalties on metered gas (its own production) 
as 100 percent commodity cost, but all other costs incident to its local 
production of gas as 50 percent demand and 50 percent commodity. 

United Fuel purchases gas in the field on a straight commodity basis 
and has classified these purchase-gas costs as 100 percent commodity 
costs (T. 1050). We find that its own production, coming from the 
same fields and providing the same general function on its system, 
should be given the same treatment for allocation purposes. North- 
ern Natural Gas Co., opinion No. 228. 

Classification of transmission compressor station labor.—United 
Fuel classified compressor station labor and operation supervision 
and engineering as 100 percent demand costs. It justified this classi- 
fication of these items, totaling over $2,000,000 on the basis that: 

Basically the costs of all labor at compressor stations is dependent upon the 
size and capacity of the station rather than the volumes of gas which are being 
delivered to market * * *. Accordingly, the salaries and wages which do not 
vary are classified as demand costs (exh. 13, pp. 9-10). 

We have heretofore recognized that cost behavior studies of this 
account, on a system operating at a relatively high load factor, do not 
provide any evidence of the true characteristics of the cost. Northern 
Natural Gas Co., supra. Although United Fuel’s sales load factor 
is substantially lower than that in the Northern case, the fact that 
United Fuel moves large volumes of gas to storage fields near its 
markets in the summer suggests that the overall level of operations is 
higher than the sales pattern indicates. Consequently, absence of 
month-to-month variations in compressor station labor is not proof, 
per se, that it is a fixed cost dependent solely upon the capacity of the 
system. 

Furthermore, if we assume, arguendo, that compressor station labor 
is directly related to the size and capacity of compressor stations, and 
in no way affected by month-to-month variations in operations, it 
would not follow that such labor costs are in their entirety a function 
of peak day services. For we are cognizant that the size and capacity 
of plant has a dual function—to meet peak demands and to provide 

annual service. We have examined, to the extent that data were avail- 
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able in the record, the historical growth in United Fuel’s plant as 
compared with the growth in peak day sales and annual sales. If 
anything, it appears that plant growth has been more directly corre- 
lated with annual sales growth than with the increase in peak demands. 
And we know, from our continuing supervision of the expansion and 
extension of pipe lines generally, pursuant to section 7 of the Natural 
Gas Act, that such growth is motivated by and justified by annual as 
well as peak day service. 

For the foregoing reasons, we find that the classification of trans- 
mission compressor station labor, supervision and engineering as 
solely a demand cost, is erroneous. It is our opinion that compressor 
station labor provides both a peak period and an annual service, but 
that, on the evidence of record, neither function predominates. There- 
fore, it should be classified 50 percent to demand and 50 percent to 
commodity. 

Furthermore, supervision and engineering expense should be clas- 
sified as recommended by the staff witness proportionately with su- 
pervised expenditures exclusive of compressor station fuel. See Mis- 
sissippi River Fuel Corp., opinion No. 234, 29 July 1952, 11 F. P. C. 
288. 

Classification of other items.—We have reviewed the differences be- 
tween the treatment accorded several relatively minor costs by United 
Fuel and by the staff, and the record as to such items, particularly 
storage compressor station supplies and expenses, and maintenance 
expenses, and transmission compressor station supplies and expenses, 
and maintenance cost, all of which were classified entirely as com- 
modity costs by the staff. The supplies involved are primarily fuel 
for the operation of compressors. We find that both fuel and main- 
tenance costs are largely dependent upon the extent of operations, and 
are properly classified as commodity costs. 

Classification of purchased gas costs ——United Fuel classifies the de- 
mand charges it pays Tennessee for purchased gas as demand costs, 
but looks no farther than to one section of the billing provisions of 
Tennessee’s rate schedules in support of its classification of this major 
portion of its total cost of service. The staff, supported by Dayton, 
Washington Gas and the city of Cincinnati, classified the entire cost 
of southwest gas delivered by Tennessee to United Fuel, as a com- 
modity cost. 

Paraphrasing United Fuel’s brief, we do not believe that cost clas- 
sification is a mere matter of formula or that demand and commodity 
costs can be constructed by the purely clerical operation of sorting out 
a system’s expense accounts, finding on each item a label plainly 
marked “demand cost” or “commodity cost.” Cost classification in- 
volves exercise of expert judgment in which many factors enter. 
Classification of expenses between demand and commodity costs should 
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be made in the light of the operating facts and procedures of a 
particular system. 

The operating facts and procedures of United Fuel’s system are 
such that it buys large volumes of southwest gas, with firm gas taken at 
about 100 percent load factor, i. e., its daily receipt of this gas is rela- 
tively constant. Generally, in the summer months, gas purchased in 
excess of sales requirements is placed in storage and, in the winter 
months, the deficiency in purchases (and other supply sources) is made 
up by withdrawals from storage. Thus, storage facilities are used 
to absorb the seasonal (summer) supply in excess of sales requirements 
and to provide peak and seasonal (winter) sales requirements in ex- 
cess of supply from other sources. Of course, the LPG facilities are 
used (or useful) to supply gas on the coldest days in the winter to 
help meet the requirements of the peak load, and all costs associated 
therewith have been classified as demand costs. 

United Fuel’s wholesale and retail sales are predominately firm 
sales. Interstate firm sales at wholesale are made to five customers: 
Atlantic Seaboard Corp. (Seaboard), Central Kentucky Natural Gas 
Co. (Central Kentucky), The Manufacturers Light & Heat Co. (Man- 
ufacturers), The Ohio Fuel Gas Co. (Ohio Fuel), and Portsmouth. 
The latter is the only non-affiliated company. United Fuel and the 
other four customers are affiliated through common ownership by 
Columbia Gas System, Inc. Notwithstanding the predominance of 
firm sales, there is a marked difference in load factor as between the 
jurisdictional and nonjurisdictional sales and as between the various 
judisdictional sales, as shown below: 


Percent load factor 
tai ad isticninc i ciakhliieicabib anita hi ahdnataa aia aicniaiamae 
ii cititcstisictthcisincinaicetaicaniiiniiessinscnitinigeapiaitideditincaiieacimeamlal 
I | SN cscoen-cnsntskchniitc titania 
ee ics iss ct ecb craceechedicmnionla amnesia betaine 
Portsmouth 


Zl kS|SSS8S8 


iinet citisnscncalaitsinaithen tp tieaiaciaanciatinl ga ciiaiaes 


With United Fuel purchasing firm southwest gas at about 100 per- 
cent load factor for its predominantly firm sales (storage facilities 
permitting the conversion of such 100 percent load factor purchases 
to substantially lower load factor sales) such southwest gas provides 
a base load supply which, functionally, fulfills an annual volumetric 
requirement for its total sales. Further, the record (T. 3661) shows 
that the requirements of United Fuel’s interruptible customers “defi- 
nitely enter into the picture” in the determination of how much gas 
is purchased from Tennessee. Thus, it appears that in contracting 
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with Tennessee for its gas requirements, United Fuel is contracting 
for volumes of gas not only for its firm customers, but also for its 
interruptible customers. This also points to the function performed 
by the firm southwest gas purchase as supplying an annual volumetric 
rather than a peak day requirement. The demand charges which 
United Fuel here classifies as demand costs are incurred not only for 
firm sales but also for interruptible loads, provision for which is 
usually not made in determining peak day service requirements. 

The average cost per M. c. f. to United Fuel of its firm southwest 
gas purchases is the same for its high load factor wholesale sales as 
for its lower load factor retail sales. But the average cost per M. c. f. 
of such firm southwest gas as classified and allocated by United Fuel 
is lower for the high load factor wholesale sales than for the lower 
load factor retail sales. (T.3408.)1° 

Classification of purchased gas demand charges as demand costs in 
this instance would produce inequitable results in the allocation of 
costs as between jurisdictional and nonjurisdictional sales. Whensuch 
costs are included in total demand costs and directly translated into a 
demand charge for United Fuel’s sales, inequitable results would be 
produced as between jurisdictional sales. These inequities would re- 
sult because Seaboard, Central Kentucky and Portsmouth would have 
to bear the cost of the demand charges related to the volumes of gas 
sold to Manufacturers and Ohio Fuel outside of the typical pattern of 
United Fuel’s sales. 

As United Fuel places great reliance on the form of Tennessee’s 
rate schedules to support its classification of purchased gas costs, we 
shall discuss that aspect in some detail. There is no challenge to the 
fact that Tennessee’s minimum bill provisions prevent unlimited opera- 
tion of its nominal demand and commodity rates for determining the 
total bill to United Fuel; that is, the effective rate of Tennessee is a flat 
dollar amount for the first block of gas plus a commodity charge for 
every M. c. f. in excess of the minimum block. Essentially, this same 
situation prevailed during the early years of United Fuel’s purchase 
from Tennessee under the latter’s rate schedules F. P. C. No. 2 and 
F. P. C. No. 7, both of which contained straight M. c. f. rates. There 
has been, according to United Fuel’s witness, no change in the utiliza- 
tion by United Fuel of this southwest gas since the original purchase 
began. Yet, United Fuel would treat the cost of this gas when pur- 
chased under the predecessor rate schedules F. P. C. Nos. 2 and 7 as 
% The result of United Fuel’s procedure is clearly indicated by United Fuel’s witness 
Ryder when he said (T. 3395) : 

We determine our costs as between demand and commodity costs and pay no attention 
to the varying load factors of our customers in determining those costs. The distribution 


of those costs among our various customers results in different average rates. However, 


the purchases by these customers in no way control the average rate which we pay 
Tennessee. 
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commodity costs and when purchased under the presently effective 
rate schedules as in part demand costs and in part commodity costs. 
In short, United Fuel would have the apparent but not the real form 
of the rate control, the nature of the cost and its classification. 

United Fuel accounts on its books for the gas withdrawn from 
storage and gas delivered to storage at the average price paid south- 
west suppliers. In the summer months when gas is delivered to 
storage, purchased gas expense is credited with the proportionate part 
of the total cost of gas purchased on a volumetric basis. (The corre- 
sponding amounts charged to gas in storage are reflected in the work- 
ing capital allowance in the rate base.) In the winter months when 
gas is withdrawn from storage, purchased gas expense is charged with 
the total costs attributable to such gas on a volumetric basis. The 
staff’s classification of the firm southwest gas purchases entirely as 
commodity costs for allocation on a volumetric basis is consistent with 
proper accounting procedures for gas delivered to and withdrawn 
from storage. 

Upon consideration of the relevant factors, enumerated above, we 
conclude that it is appropriate to consider the demand charges, billed 
by Tennessee for the southwest gas supplied to United Fuel, as an 
integral part of the total charges for a block of base load gas purchased 
primarily to supply United Fuel’s annual volumetric requirements 
and accordingly properly allocable on an annual sales basis to jurisdic- 
tional and nonjurisdictional sales. We find that classification of 
purchased gas costs entirely as commodity costs is proper in this case. 

Allocation of classified costs—Both United Fuel and the staff agree 
that costs classified as “commodity costs” are to be allocated on the 
basis of total annual sales. However, there is an issue as to the method 
of allocating “demand” costs. 

United Fuel allocated demand costs on the basis of sales on Sunday, 
December 16, 1951, the day of maximum sales by United Fuel during 
the test year. The staff used sales during the maximum 3-day sus- 
tained period to allocate demand costs. 

However, there is no significant difference between the allocation 
percentages used by the staff and by United Fuel to allocate demand 
costs, as the following comparison reveals : ” 


Allocation of demand costs 





 Non- 
Jurisdictional jurisdictional 
Ce FD intiteeicndicntacnedenae enn 79.042 20.958 
UTI nisin aati cana tliat asia 79.895 20.105 


We have heretofore held that sales during a sustained peak period 
are preferable to single-day peak sales in the allocation of demand 
costs, because single-day sales may be subject to unrepresentative 


» A portion of the difference is due to different treatment by United Fuel and the staff 
of costs and sales to Equitable Gas Co. 
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chance variations. Where a substantial portion of a seller’s peak 
capacity is met by withdrawals of gas from storage, a single day’s 
sales is likely to be even valid as a measure of the demand costs incurred 
for customers. In the present case, the fact that the jurisdictional- 
nonjurisdictional percentages derived from United Fuel’s single-day 
sales is substantially the same as the sustained-period percentages does 
not persuade us that the single-day method is the more appropriate. 

From the foregoing discussion of classification and allocation, we 
conclude that the proper allocation of the total cost of service for the 
test period between classes of customers may be summarized as shown 
on the following table: 
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RATE STRUCTURE AND TARIFF PROVISIONS 


Approximately 99 percent of United Fuel’s firm wholesale sales 
are made to four affiliates, which with United Fuel constitute the in- 
tegrated framework of the Columbia System. Thus, except for the 
sale to Portsmouth, we are principally concerned with the proper dis- 
tribution of the allocated cost of service among the four affiliated 
customers; and the impact of our decision respecting rate structure 
and tariff provisions has direct bearing upon the costs and rates of 
each of the four affiliated customers but should have no material effect 
upon their consolidated financial position. In effect, we are dealing 
primarily with the intra-Columbia System accounting for the allo- 
cated cost of service of United Fuel, insofar as the bulk of United 
Fuel’s wholesale sales are concerned. 

Proposed change in rate structure and tariff provisions—Prior to 
February 6, 1952, United Fuel’s sales of gas under its F. P. C. gas 
tariff, first revised volume No. 1, were made under three rate sched- 
ules.* Firm gas was sold under demand-commodity rate U-1 to all 
five wholesale customers and, in addition, Seaboard purchased firm 
gas under United Fuel’s rate W-1 and interruptible gas under rate 
W-2, both of which were straight M. c. f. rates. Maximum daily 
delivery obligations were specified in the service agreements except for 
the sale to Portsmouth,” but such contractual volumes were not strictly 
observed and did not enter into the determination of the billing for 
gassales. Essentially, the pattern of United Fuel’s supply and billing 
was to supply each buyer’s requirements from United Fuel* and to 
bill on the basis of actual deliveries. 

In its proposed second revised volume No. 1 and third revised 
volume No. 1, United Fuel seeks to change its historical pattern of 
supply and billing by the introduction of a contract demand form of 
tariff and billing features based on the specified contract demand. 
As defined in the tariff, “Contract demand ‘means’ * * * the maxi- 
mum daily volume of natural gas which seller shall at the time be 
obligated to deliver to buyer and which buyer shall at the time be 
entitled to receive from seller.” For takes in excess of the contract 





2 Another rate schedule, EX-—1 for exchange service, was subsequently cancelled and 
is not now involved in these proceedings. 

2The October 22, 1931, service agreement with Portsmouth provides for the supply of 
the buyer’s entire requirements. No superseding service agreement or notice of cancella- 
tion has been filed, and the October 22, 1931, service agreement continues to remain on 
file with the Commission as an executed service agreement under United Fuel’s F. P. C. 
gas tariff. 

Relative portions of each purchaser’s entire requirements supplied by United Fuel 
are approximately as follows: Portsmouth—100 percent; Seaboard—95 percent; Central 
Kentucky—95 percent ; Ohio Fuel—30 percent ; Manufacturers—20 percent. 

™ Under rate schedule U-1, billing demands were computed on the basis of actual high- 
est single day’s delivery during the preceding 12 months period including the current 
billing month. (Deliveries from April to October, inclusive, were not used to establish 
higher billing demands.) 
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demand, United Fuel’s tariff provides for billing at United Fuel’s 
option either at “penalty” rates up to $5 per M. c. f., or at an “over- 
run” rate equivalent to the monthly demand charge divided by the 
number of days in the billing month plus the commodity charge. 
For its failure to deliver the requisite daily volume, United Fuel 
would reduce the demand charge by an amount substantially equiva- 
lent to the product of the deficiency in deliveries and the above “over- 
run” rate. 

Impact of contract demand on United Fuel’s operations—Within 
the Columbia Gas System there are several operating “groups,” one 
of which is the Charleston group, comprising United Fuel, Seaboard 
and Central Kentucky, with common officers and a common gas dis- 
patcher. Almost half of United Fuel’s total firm wholesale sales are 
made to members of its own group—Seaboard and Central Kentucky. 
Each of these customers has interconnections with other pipeline 
companies. Seaboard makes firm sales to Manufacturers, approxi- 
mately 7 percent of Seaboard’s peak day total sales, and Manufac- 
turers’ service areas supplied with gas purchased from United Fuel 
and from Seaboard are interconnected. 

Seaboard is directly dependent upon United Fuel for substantially 
all of its requirements, and Central Kentucky has storage facilities 
which, together with other supply sources, can supply approximately 
15 percent of its peak-day requirements. 

However, the pattern of United Fuel’s deliveries to Ohio Fuel and 
Manufacturers is markedly different from the pattern of the deliveries 


to Seaboard, Central Kentucky, and Portsmouth. As described by 
United Fuel: 


The Ohio Fuel Gas Co. and the Manufacturers Light & Heat Co., as stated, 

are part of the Columbia Gas System and the gas available to those companies 
is part of the Columbia Gas System pool supply. These companies have their 
Own production, purchase gas locally, have contracts with southwest suppliers 
and maintain their own underground storage projects. Therefore, while United 
Fuel’s supply of gas is made available to these two companies, United Fuel’s 
supply is used as a balance wheel for the requirements of Ohio Fuel and Manu- 
facturers (Ex. 1, pp. 10-11). 
During the year ended June 30, 1952, United Fuel’s sales to Ohio 
Fuel and to Manufacturers (adjusted to reflect the transfer of the 
requirements of U.S. Steel Corp. from United Fuel to Manufacturers) 
aggregated slightly more than 50 percent of United Fuel’s total firm 
interstate wholesale sales. 

The difference between the pattern of United Fuel’s deliveries to 
Ohio Fuel and Manufacturers, on the one hand, and to Seaboard, 
Central Kentucky, and Portsmouth, on the other hand, is a reflection 
not only of the substantially higher load factors of Ohio Fuel and 
Manufacturers purchases, but also of their ability to control their 
daily take from United Fuel to such an extent as to render meaning- 
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less the usual significance attached to the contract demand, as defined 
in the tariff and as understood in the industry. For example, as 
shown on page 40 of the Columbia “Blue Book” it was estimated that 
United Fuel’s deliveries to Ohio Fuel and Manufacturers on February 
1, 1953, the “design” day of peak requirements, would be 175,400 and 
92,200 M. c. f., respectively, as compared with the effective contract 
demands of 225,000 M. c. f. and 140,000 M. c. f., respectively. Not- 
withstanding contract demand “entitlements,” aggregating 97,400 
M. c. f. in excess of estimated deliveries, it was estimated that on Feb- 
ruary 1, 1953, Ohio Fuel and Manufacturers would have to produce 
gas from their LPG (liquified petroleum gas-air) plants, at substan- 
tially more expense than the commodity charge of United Fuel’s rate 
schedule, and still not be able to meet their respective peak-day re- 
quirements, as estimated for that day. This cutback of Ohio Fuel 
and Manufacturers from their respective contract demand entitlements 
is a consequence of affiliation and integration of the system and is car- 
ried out to maximize sales and equalize curtailments on Columbia’s 
System. By such backing off by Ohio Fuel and Manufacturers, 
United Fuel is able to supply its other customers since United Fuel’s 
curtailable industrial load is materially less than the estimated peak 
day cutback by Ohio Fuel and Manufacturers. The forecast for the 
following year with respect to Ohio Fuel, Manufacturers and United 
Fuel is similar to that just described. Insofar as the future may be 
foreseen, peak day shortages are expected to occur on the Columbia 
System and as a result thereof the pattern of the “cutbacks” by Ohio 
Fuel and Manufacturers described above can be expected to continue. 
Obviously there is little relevance between the contract demand in 
United Fuel’s tariff and the take by Ohio Fuel and Manufacturers 
on the day of their peak requirements, because of their ability to vary 
their respective takes from United Fuel, through their use of storage 
facilities and other sources of supply. 

Furthermore, United Fuel’s experience under the contract demand 
tariff demonstrates the unusual practices which have been followed 
thereunder. Mr. Ryder, who conducts the negotiations and executes 
contracts for United Fuel, also negotiates and executes the contracts 
for the purchasers, Seaboard and Central Kentucky. He indicated 
that he thought it unlikely that Atlantic Seaboard and United Fuel 
could not reach agreements under such circumstances. On May 28, 
1952, Atlantic Seaboard and Central Kentucky executed initial con- 
tract demand service agreements for terms of 18 years, at a level which 
would not increase their prior established billing demands but in No- 
vember 1952, United Fuel and these two affiliated customers negotiated 
and executed superseding contract demand service agreements, at a 
level corresponding to the anticipated 1952-53 peak-day requirements. 
On the other hand, the billing demands for Ohio Fuel and Manu- 
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facturers were reduced as of February 6, 1952, although contract de- 
mand service agreements effectuating such reductions were not exe- 
cuted until several months had elapsed. 

In contrast with the above “negotiations,” United Fuel was unable 
to reach an agreement with its sole nonaffiliated customer, Ports- 
mouth, primarily because Portsmouth wanted a contract demand ap- 
proximately 2,000 M. c. f. above the billing demand it had established 
during the 1951-52 winter. 

United Fuel contends that the contract demand type of billing is 
essential to control the growth of peak load demands by its customers, 
and to make peak-shaving economical. However, as previously men- 
tioned, in the Charleston group, the same person negotiates and 
agrees with himself as to the contract demand, and we doubt that the 
mere existence of a contract demand tariff is sufficient to persuade 
him as representative of the buyer to negotiate for less gas than he 
as representative of the seller, would have been willing to obligate 
himself to deliver in the absence of such a tariff. 

United Fuel has in the past specified maximum delivery obligations 
in its service agreements and we consider such arrangements an ap- 
propriate method of controlling peak demands. If United Fuel is 
unable to reach agreement with its customers as to such volumetric 
limitations, and the requests for gas exceed its capacity to deliver, 
we have authority upon request of the parties, to allocate and limit 
United Fuel’s obligation to its customers.” 

It is significant to note, in connection with the above contention, 
that neither Portsmouth nor Seaboard have LPG facilities and those 
of Central Kentucky are of nominal size, although these companies 
have been purchasing under United Fuel’s contract demand rate for 
almost 114 years. And it is also worthy of note that, although a con- 
tract demand with a related minimum bill as proposed by United Fuel 
should dissuade a purchaser from running up his peak take so as to 
establish a higher billing demand (within the contract demand) in 
the Charleston group the load dispatcher who controls the flow of 
gas from United Fuel to its affiliated and nonaffiliated customers is 
not acquainted with such contractual limitations. 

We do not agree with United Fuel’s contention that rate form and 
tariff provisions are exclusively matters of managerial discretion. 
Rate form and tariff provisions provide the formula and the condi- 
tions for the distribution among the various customers of the total 
costs of service. It is the duty of the Commission not only to estab- 
lish the level of the rate but to insure that the rate form and tariff 
provisions do not result in undue discrimination and preference. 
* In Atlantic Seaboard Corp., et al., dockets No. G-1175, et al., Order issued May 1, 1953, 
rehearing granted June 26, 1953, the issues before the Commission include a determina- 


tion of whether circumstances require some limitations for the entire Columbia System, 
and, if so, the nature and extent of such limitations. 
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It is our conclusion from the record in this case that the contract 
demand form of rate schedule is not proper for United Fuel’s whole- 
sales because of the undue discrimination and preference that might 
result therefrom. United Fuel may continue contractual arrange- 
ments similar to those in effect prior to February 6, 1952, with respect 
to the delineation of its delivery obligation and the customer’s en- 
titlement, subject to the provisions of any order which may be issued 
in dockets No, G—1175, et al. 

The rate structure and tariff provisions we hereinafter prescribe 
are those we believe most appropriate for United Fuel’s firm whole- 
sale sales on the basis of the record before us. These rates and tariff 
provisions are not to be understood as prejudging the rate structure 
and tariff provisions which will evolve from the proceedings involving 
United Fuel’s affiliated customers. We state this because all of Co- 
lumbia’s subsidiaries subject to our rate regulation have filed substan- 
tially identical F. P. C. gas tariffs, with rate schedules differing only 
in the level of the demand and commodity rates, notwithstanding sig- 
nificant differences in their facilities and operations, and the wide 
variety in characteristics and size of wholesale customers served. Un- 
doubtedly this uniformity of tariffs contributed to the fears of inter- 
veners that the form and content of United Fuel’s F. P. C. gas tariff 
would become the fixed pattern for the tariffs of their own particular 
supplier. 

The prescribed rate form and rate level_—Cincinnati, Dayton and 
the staff recommend adoption of straight commodity rates. Balti- 
more, Commonwealth and United Fuel recommend demand-com- 
modity rates. Portsmouth recommends adoption of demand-com- 
modity rates with the level of the demand charge substantially lower 
than proposed by United Fuel. 

There is appended to the opinion and order our prescribed rate 
schedules for United Fuel’s firm wholesale sales. As we have pointed 
out above, the service provided by United Fuel to Ohio Fuel and 
Manufacturers is significantly different from that provided Seaboard, 
Central Kentucky and Portsmouth. Therefore, we prescribe two rate 
schedules, one (GS-1) for United Fuel’s wholesale sales which would 

be available to Seaboard, Central Kentucky and Portsmouth and the 
other (LS-1) which would be available to Manufacturers and Ohio 
Fuel. The difference in availability is the requirement that a buyer 
have other supply sources, including deliverability from own storage 
and production facilities, of not less than United Fuel’s delivery ob- 
ligation to such buyer, in order to purchase under rate schedule LS-—1. 

We believe that the billing demand should be determined over a 
period longer than one day for a company such as United Fuel which 
depends on the deliverability from its storage fields for a substantial 
portion of its peak period requirements. Therefore, we prescribe, as 
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the billing demand, the average daily demand in the month but not 
less than the maximum demand so determined in the 12-months’ period 
ending with the current billing month. Thus, we provide a demand- 
commodity type of rate which gives effect to load factor, but our time 
interval for determining the demand is greater than customary. 

The demand charge under the two rate schedules is $0.50 per month 
per M. c. f. of billing demand as defined in the rate schedules. This 
demand charge, when applied to test year sales, would recover reven- 
ues somewhat in excess of the classified demand costs herein found 
proper. However, where a major change is made in a company’s rate 
structure, and the elimination of the $1.45 demand charge from the 
present tariff would be such a change, there may be concomitant 
changes in its sales characteristics. Under the circumstances, there- 
fore, we find it appropriate to prescribe a demand charge somewhat 
higher than a strict application of the classification of costs might ap- 
pear to warrant. 

We provide a 1 cent per M. c. f. differential in the commodity charges 
under our prescribed rate schedules.” Staff witness Benson recom- 
mended a 1 cent per M. c. f. differential in his straight commodity rates 
to allow, not only for the differential in allocable costs due to the load 
factor differential in the two sales groups, but also in recognition of 
the peak-day accommodation that Ohio Fuel and Manufacturers can 
extend to United Fuel because of such customers’ other sources of 
supply. The ability and willingness of Manufacturers and Ohio Fuel 
to temporarily curtail (cutback) their take from United Fuel by in- 
creasing their takes from their own storage or production, or by 
increasing purchases from their other suppliers, is of obvious material 
benefit to United Fuel’s other customers particularly if such cutback 
is planned in advance to occur on United Fuel’s peak days. On the 
other hand, Manufacturers and Ohio Fuel incur substantial costs in 
order to permit such coordination of operations with United Fuel. 
We find that by our prescribed demand-commodity rate form and 
1 cent per M. c. f. differential in the commodity charge appropriate 
recognition is given to both important factors of the higher load 
factor of the sales to Manufacturers and Ohio Fuel, and their release 
of demand upon United Fuel on the latter’s peak day to maximize 
sales and equalize the curtailments, resulting from shortages of gas, 
on the Columbia System. 

To determine the level of the prescribed rate schedules necessary to 
recover the cost of service of $56,337,778 for jurisdictional sales, we 
* This billing demand provision is similar to that contained in rate F-1 of The Ohio 
Fuel Gas Co., F. P. C. gas tariff, original volume No. 1. 

7 The calculations for determining the commodity charges result in rates of 25.01773 
cents and 24.01773 cents for the GS-1 and LS-—1 rate schedules, respectively. As a 


matter of practical rate design we have reunded the calculated figures to 25 cents and 24 
cents, respectively. 
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deduct from the total costs allocated to the firm and emergency whole- 
sale sales, an amount for the emergency gas sales to Equitable Gas 
Co.* 

Comparison of sales revénues—A comparison of firm wholesale 
sales revenues under United Fuel’s rates in its F. P. C. gas tariff, 
third revised volume No. 1, and our prescribed rate schedules is shown 
on the following table: 





Prescribed rate schedules 





Sales Revenues— | 
volumes company Demand Commodity Total 
exhibit 34 charge charge revenues 
revenues ! revenues 
i hb nidiinkintmmiaadi 55, 291,804 | $16, 454, 506 $1, 331,203 | $13, 822, 951 $15, 154, 154 
Central Kentucky..........-..-.- 46, 619, 984 14, 002, 241 1, 173, 009 11, 654, 996 12, 828, 005 
Menufacturers 3. ................ 40, 195, 068 10, 637, 486 834, 917 9, 646, 816 10, 481, 733 
Gt Pnanccsdenccousnunceses 65, 027, 924 17, 151, 384 1, 290, 866 15, 606, 702 16, 897, 568 
Se acsnatsccncand | 21613, 187 795, 782 85, 520 653, 297 718, 817 
DUE ccccescacesccccenss o« 209, 747, 967 59, 041, 399 4, 695, 515 51, 384, 762 56, 080, 277 





ann $0.50 per M. c. f. of billing demand. Data for billing demands created by deliveries ag? to July 
51 obtained from United Fuel’s submittal of comparative sales data with the filing of its F. P. C. gas 
tariff, second revised volume No. 1 which is incorporated by reference in these proceedings as item B-4. 

2M. c. f. sales to Manufacturers and corresponding revenues are adjusted to reflect the transfer of U. 8. 
Steel Corp. purchases from United Fuel to Manufacturers. 

Boiler fuel use limitation—United Fuel’s tariff seeks to limit the 
purchase of gas for boiler fuel use, either by buyer or for resale by 
buyer to any one customer, to not more than 500 M. c. f. per day. 
Interveners Cincinnati and Dayton strongly urge liberalization of 
this provision. 

We have heretofore referred to the gas supply shortage on the 
Columbia System, of which United Fuel is an integral part. For 
storage facilities to be economically necessary and feasible, gas must 
be stored in the summer months, for delivery to market in the winter 
months when space heating demands for gas are greatest. With the 
limited annual volumes of gas available to United Fuel and the 
Columbia System, and in the absence of clear evidence that the re- 
quested limitation works undue discrimination, we think the 500 
M. c. f. per day boiler fuel use limitation is not unreasonable, and that 


the best interests of the public would be served by its continuation. 





* This amount is taken as $420,312 (equivalent to the costs of gas purchased from 
‘Transcontinental at its present rate of 28 cents per M. c. f. deemed for the supply to 
Equitable, plus 2 cents per M. c. f.). Actual sales revenues from Equitable during this 
period were $470,820 and averaged 33.63 cents per M. c. f. at 14.73#. The rate for 
this sale was based on a special arrangement whereby United Fuel charged Equitable 
2 cents per M. ec. f. plus the cost purchased from Transcontinental. In determining its 
costs for its firm wholesale sales, United Fuel credited its purchase gas costs with the 
portion of its costs of purchases of Transcontinental gas deemed to be for delivery to 
Equitable and credited its remaining costs with the 2 cents per M. c. f. “transportation” 
charge. No material difference results from United Fuel’s method, and the staff’s method 
of determining combined costs for the firm and emergency sales, and reducing such 
combined costs for the sales to Equitable in order to arrive at the level of the prescribed 
rate schedules for the firm wholesale sales. (Staff's method actually results in slightly 
higher costs to be recovered in the rates for the firm wholesale sales.) 
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Overrun and under supply. These provisions of United Fuel’s rate 
schedule provide a credit, by way of adjustment of the billing demand, 
for United Fuel’s failure to deliver the requisite daily volume of gas 
and a surcharge, over and above the commodity charge, for buyer’s 
overruns, i. e., takes of gas in excess of the contracted daily volume. 

These two provisions are related to United Fuel’s contract demand 
form of rate schedule and tariff which we find inappropriate for 
United Fuel’s wholesale sales. Accordingly, our prescribed rate 
schedules omit these provisions. 

General terms and conditions —W ith the elimination of the contract 
demand feature from United Fuel’s tariff, section 1.6 which defines 
“contract demand” and section 10 which prescribes the manner of 
making changes in the “contract demand” become inappropriate. 
The substitution of the term “delivery obligation” for “contract de- 
mand,” as recommended by staff witness Benson would in part recon- 
cile these sections of the tariff with the form of rate prescribed. How- 
ever, we shall not prescribe any specific changes in language in these 
sections of the tariff, for there may be other additional changes which 
United Fuel may find desirable in order to make these general terms 
and conditions consistent with the form of rate which we herein pre- 
scribe, but we shall require United Fuel to file revisions of sections 1.6 
and 10 to make those sections consistent with the form of rates herein 
prescribed. 

Staff witness pointed out an ambiguity in section 3.2 which relates 
to the heat content of gas delivered. As spelled out in that section, 
United Fuel’s primary obligation is to deliver gas having an average 
heating value of not less than 1,000 B. t. u. per cubic foot, and the rec- 
ord indicates that the gas it is presently delivering is well in excess of 
this requirement. However, section 3.2 should not be construed as re- 
lieving United Fuel of its primary obligation in a situation where a 
buyer, presented with a Hobson’s choice, accepts gas with a heating 
value less than 950 B. t. u. per cubic foot. United Fuel will be required 
to revise section 3.2 in order to indicate more clearly that a buyer ac- 
cepting gas so deficient in heating content does not thereby waive his 
right to gas having an average heating content over a 12-month period 
of 1,000 B. t. u. per cubic foot. 

Section 5 provides for the delivery of gas at points to be agreed upon 
between buyer and seller. However, a change in delivery point may 
be a significant change in service, and such changes must be embodied 
in service agreements on file with the Commission. United Fuel 
should revise section 5 so that a buyer will be on notice that such deliv- 
ery points must be specified in a service agreement. 
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Part IT 


Funds have been collected by United Fuel under bond subject to 
refund from February 6, 1952, through February 14, 1953, in docket 
No. G-1781 and since February 15, 1953, in docket No. G-2055. On 
February 15, 1953, the rate increase of Tennessee, United Fuel’s major 
supplier, went into effect (docket No. G—-2052), and, therefore, United 
Fuel’s cost of service after such date, which has been discussed above 
in part I, would support a rate substantially different from the rate 
which United Fuel was “justified” in collecting during the period the 
docket No. G-1781 rates were in effect. Because of this significant 
change in costs which occurred simultaneously with the effective date 
of the docket No. G-2055 rates, we find it appropriate to dispose of the 
funds collected under bond in docket Nos. G-1781 and G-2055 on 
separate bases. 


REFUNDS IN DOCKET NO. G-2055 


United Fuel’s rate increase under consideration in this docket went 
into effect under bond on February 15, 1953. Evidence in the record 
herein indicates that United Fuel would not be justified, within the 
meaning of section 4 (e) of the act, in collecting revenues between 
February 15, 1953, and the effective date of this order at rates in excess 
of those herein determined to be just and reasonable. 

Therefore, we shall require United Fuel to refund to respective pur- 
chasers, funds collected from and after February 15, 1953, under its 
third revised tariff, volume No. 1, to the extent that such collection 
from any purchaser exceeds the rates prescribed herein. Inasmuch 
as we have computed United Fuel’s cost to service on the basis of 
Tennessee’s rates approved by us in our order issued July 28, 1953, and 
require refunds to be based on such cost of service, no disposition need 
be made of the refund which United Fuel will receive from Tennessee. 
However, we shall permit United Fuel to withhold disbursement of 
refunds until it has received its refund from Tennessee. 


REFUNDS IN DOCKET NO. G-1781 


Actual operating cost and revenue data are available for a repre- 
sentative test period coinciding approximately with the “refund pe- 
riod.” * The staff made certain adjustments of the data of this “refund 
test period,” consistent with its treatment of costs for the test period 
as discussed above under part I. United Fuel also made an adjustment 
to one item, regulatory commission expense. 

Where a rate has been in effect under bond over a period of time 
and during or subsequent to such period a significant change has oc- 

2” United Fuel and the staff put in evidence exhibits showing costs and revenues for 
the period February 1, 1952, through January 31, 1953, as representative of the expe 


rience of the actual period, February 6, 1952, through February 14, 1953, during which 
funds were collected under bond. 
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curred in the company’s costs or operation, a rate determined to be 
reasonable and proper for the future would be manifestly inapplicable 
to operations prior to such change. Such is the situation of United 
Fuel in regard to docket No. G-1781. Under this circumstance, and 
absent improperly or imprudently incurred costs, we deem it proper 
to look at actual operating costs of a period representative of such 
collection under bond period as the best guide to the rates which United 
Fuel was “justified” in collecting. 

Both United Fuel and the staff used the average rate base for cal- 
endar 1952 as an approximation of the investment rate base for the 
refund test period, and we find this proper. Inasmuch as we are re- 
quiring United Fuel to make certain adjustments in its reserves for 
depletion and unit-of-production depreciation reserves (as discussed 
in part I) we shall make the appropriate adjustment in the reserves 
deductible from gross plant. We shall also use an adjusted annual 
accrual in place of the actual accrual, which, as we have heretofore 
pointed out, was computed on the basis of an erroneous gas reserve 
figure. 

During the refund period United Fuel recorded on its books $92,654 
of regulatory commission expense. Of this, $86,551 is charged to 
docket No. G-1781 and the remainder to docket No. G-2055. United 
Fuel seeks to charge as a cost during the refund test period an amount 
of $121,748, which includes sums spent prior to and subsequent to the 
refund period. We take notice of the fact that much of the basic evi- 
dence comprising United Fuel’s case in docket No. G-2055 was put 
in evidence in docket No. G-1781, before consolidation of the proceed- 
ings.°° Therefore, much of the book costs of the period are not actual 
costs of docket No. G-1781, but are common costs of docket Nos. 
G-1781 and G-2055. It would be error to allow such common costs to 
be charged entirely to operations during the refund period when they 
clearly relate in part to the determination of rates for the future. 
United Fuel has estimated its costs in connection with the determina- 
tion of future rates at $125,000, which we accept as proper, to be amor- 
tized over a 5-year period. We believe that the portion of charges to 
docket No. G-1781 which related to rates for the future must be 
included in the allowance of $125,000 which is to be amortized over 
the future. 

The staff recommended that the total amount recorded during the 
refund period as regulatory commission expense be divided equally 
between refund period costs and future costs. In the absence of an 
adequate showing by United Fuel that its claimed costs are proper 
(the inclusion of costs incurred outside the refund period are mani- 
festly improper), we shall adopt the treatment recommended by the 
staff. 


*®®. g., Exhibits 1 through 14 and exhibits 28, 30, and 31. 
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We have determined the cost of service for the refund test period, 
and compared the allocated costs with the revenues received from 
interstate sales for resale. It is our conclusion that the revenues col- 
lected by United Fuel between February 6, 1952, and February 15, 
1953, were not unjust or unreasonable, and that the rates charged 
were under the circumstances not unduly discriminatory or prefer- 
ential and therefore United Fuel is not required to refund any of the 
revenues so collected. 

Upon consideration of the foregoing and the entire record in these 
proceedings, the Commission further finds: 

(1) United Fuel Gas Co. owns and operates an integrated system 
of production, storage, transmission and other facilities located in 
the states of West Virginia, Kentucky and Ohio through which it 
transports natural gas for resale in interstate commerce and is a 
natural-gas company within the meaning of the Natural Gas Act. 

(2) The rates and charges contained in United Fuel’s F. P. C. 
gas tariff second revised volume No. 1, which was effective under bond 
subject to refund from February 6, 1952, to February 14, 1953, in- 
clusive were not unjust or unreasonable, or unduly discriminatory or 
preferential, and it is appropriate therefore that United Fuel retain 
all moneys collected thereunder that period; and the proceeding at 
docket No. G—1781 should be terminated. 

(3) The rates and charges contained in United Fuel’s original 
sheets Nos. 12, 13, 14 and 15, of its F. P. C. gas tariff third revised 
volume No. 1 are unjust and unreasonable, and should be disallowed. 

(4) First revised sheets Nos. 12, 18, 14 and 15 appended hereto, 
and hereinafter prescribed, set forth just, reasonable, and not unduly 
or preferential rates and charges for the sale of natural gas for resale 
in interstate commerce by United Fuel to be observed and in force 
on and after the date of issuance of this opinion and order. 

(6) The difference between the total amounts charged for sales 
between February 15, 1953 and the date of issuance of this opinion 
and order, to each utility customer, under the rates and charges in 
effect under bond subject to refund pursuant to Commission order, 
and the total amounts which would have been charged for sales during 
such period to such customers under the rates prescribed herein, 
should be refunded, with interest at 6 percent per annum, by United 
Fuel to its utility customers as hereinafter provided and ordered. 

The Commission orders: 

(A) The joint petition filed April 29, 1953 by Dayton, Cincinnati 
and the cities of Dayton and Cincinnati to reopen the proceedings 
for the purpose of taking additional evidence be and it hereby is 
denied. 

(B) The motion filed by United Fuel on April 13, 1953 in docket 
No. G-1781 be and it hereby is denied. 
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(C) The motion filed by staff counsel on April 29, 1953 be and it 
is hereby granted. 

(D) The proceeding at docket No. G-1781 be and it is hereby 
terminated; United Fuel is released from all obligation to make any 
refunds of the amounts collected thereunder during the period Febru- 
ary 6, 1952 to February 14, 1953, inclusive; and the bond under which 
such amounts have been collected is hereby discharged. 

(E) The increased rates and charges for the sale of natural gas for 
resale contained in its F. P. C. gas tariff third revised volume No. 1 
are hereby disallowed and said original sheets Nos. 12, 13, 14, and 15 
are hereby cancelled. 

(F) First revised sheets Nos. 12, 13, 14 and 15, attached hereto and 
hereby made a part hereof by reference, are hereby prescribed as the 
lawful rates and charges to be observed and in force from and after 
the date of issuance of this opinion and order for the sales by United 
Fuel of natural gas in interstate commerce for resale and will be 
inserted by the Secretary of the Commission in United Fuel Gas 
Company’s F. P. C. gas tariff third revised volume No. 1. 

(G) Within 30 days from the date of issuance of this opinion and 
order, United Fuel shall file revisions to the general terms and con- 
ditions of its presently effective tariff consistent with this opinion. 

(H) The Commission reserves the right to reject all or any part of 
such revisions as United Fuel may file pursuant to this order, and, 
without further proceedings, in lieu thereof to prescribe by further 
order appropriate tariff provisions consistent with this opinion and 
order. 

(I) Within 60 days from the date of issuance of this opinion and 
order United Fuel shall refund to its respective utility customers to 
which it sells natural gas in interstate commerce, the difference 
between the total amounts charged by its sales between February 15, 
1953 and the date of issuance of this opinion and order to each of 
such customers by reason of the aforesaid original sheets Nos. 12, 13, 
14 and 15, and the total amounts which would have been charged 
for sales during such period to each such customer under first revised 
sheets Nos. 12, 13, 14, and 15, as contained herein, together with 
interest on the total amounts of each such refund at the rate of 6 
percent per annum, from the date of payment to United Fuel to 
the date of repayment by it to each of said purchasers. United Fuel 
shall bear all costs incident to the making of such funds. 

(J) Within 60 days from the date of issuance of this opinion and 
order, United Fuel shall report in writing and under oath, to the Com- 
mission the amount of refunds to each customer, with a detailed state- 
ment showing the method of calculation of such refunds, and shall 
serve a copy of such report upon each customer served under its F. P. C. 
gas tariff, third revised volume No. 1. 
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(K) United Fuel be and it hereby is required to adjust its recorded 
book depreciation and depletion reserves in accordance with this 
opinion. 

(L) This order is without prejudice to any findings or orders which 
have been or may hereafter be made by the Commission in any pro- 
ceedings now pending or hereafter instituted. 

Chairman KuyKkeEnpDALL not participating. 

Commissioner Dory dissenting in part. 


Dory, Commissioner, dissenting in part: 

I cannot concur in the conclusion that the rate of return in this case 
should be 614 percent for I believe the evidence clearly shows that a 
6 percent rate of return is reasonable and is not based primarily on 
the so-called barebones cost of money to the Columbia System. Fur- 
thermore, I do not believe that a decision on a matter of such im- 
portance should be made without the concurrence of at least a 
majority of the full Commission. 


APPENDIX 


UnNttTep FvEt Gas Co. 
F. P. C. Gas Tariff—Third Revised Volume No. 1 


RaTe ScHEDULE GS-1 
General Service 


1, AVAILABILITY 


This rate schedule is available to any buyer (hereinafter called buyer) for the 
purchase from United Fuel Gas Co. (hereinafter called seller) of natural gas for 
resale including gas used by buyer in its gas operations. 

(a) When buyer’s pipe line or distribution system connects with seller’s 
transmission pipe lines; and 

(b) when buyer has executed a service agreement with seller wherein buyer 
agrees to purchase from seller natural gas up to the delivery obligation. 

This rate schedule is not available for the purchase from seller of natural gas: 

(i) to be used by buyer as boiler fuel in an amount exceeding 500 M. c. f. per 
day, or 

(ii) for resale for consumption as boiler fuel in an amount exceeding 500 
M. c. f. per day by any one ultimate consumer. 


2. APPLICABILITY AND CHARACTER OF SERVICE 

This rate schedule applies to all firm gas delivered by seller to buyer. Natural 
gas delivered by seller to buyer under this rate schedule shall be firm and shall 
not be subject to curtailment or interruption except as provided in sections 7, 11 
and 12 of the general terms and conditions. 
3. RATE 

Monthly demand charge: $0.50 per M. c. f. of billing demand. 

Commodity charge : 25 cents per M. c. f. for all gas delivered. 
4. MINIMUM MONTHLY BILL 
The demand charge for the month. 
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5. DETERMINATION OF BILLING DEMAND 


The billing demand for the month shall be the average daily demand in the 
billing month, but not less than the maximum demand so established in the 
previous 11 months. Average daily demand shall be determined as the volume 
of gas delivered during any billing month divided by the number of days in such 
month. 

In the event of an abnormal loss of gas due to a break in buyer's facilities, the 
natural gas so lost shall not be included in determining the billing demand ; pro- 
vided, buyer furnishes seller satisfactory evidence of the nature and volume of 
such abnormal loss and that such loss was not due to buyer's negligence. 


6. HEAT CONTENT 
Refer to section 3 of the general terms and conditions. 


7. MEASUREMENT BASE 
Refer to section 2 of the general terms and conditions. 


8. GENERAL TERMS AND CONDITIONS 


All the general terms and conditions are applicable to this rate schedule and 
are hereby made a part hereof. 


RATE ScHEDULE LS-1 
Limited Service 
1. AVAILABILITY 


This rate schedule is available to any buyer (hereinafter called buyer) for the 
purchase from United Fuel Gas Co. (hereinafter called seller) of natural gas 
for resale including gas used by buyer in iis gas operations; provided buyer has 
other supply sources, including deliverability from storage and own production, 
of not less than seller’s delivery obligation to buyer: 

(a) when buyer’s pipe line or distribution system connects with seller’s trans- 
mission pipe lines; and 

(b) when buyer has executed a service agreement with seller wherein buyer 
agrees to purchase from seller natural gas up to the delivery obligation. 

This rate schedule is not available for the purchase from seller of natural gas: 

(i) to be used by buyer as boiler fuel in an amount exceeding 500 M. c. f. per 
day, or 

(ii) for resale for consumption as boiler fuel in an amount exceeding 500 
M. c. f. per day by any one ultimate consumer. 


2. APPLICABILITY AND CHARACTER OF SERVICE 


This rate schedule applies to all gas delivered by seller to buyer. Natural gas 
delivered by seller to buyer under this rate schedule shall be firm and shall not 
be subject to curtailment or interruption except as provided in sections 7, 11 and 
12 of the general terms and conditions or as may be required to supply the maxi- 
mum daily sales requirements of both seller and buyer. 


3. RATE 


Monthly demand charge: $0.50 per M. c. f. of billing demand. 
Commodity charge: 24 cents per M. c. f. for all gas delivered. 


4. MINIMUM MONTHLY BILL 
The demand charge for the month. 
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5. DETERMINATION OF BILLING DEMAND 


The billing demand for the month shall be the average daily demand in the 
billing month, but not less than the maximum demand so established in the 
previous 11 months. Average daily demand shall be determined as the volume 
of gas delivered during any billing month divided by the number of days in such 
month. 

In the event of an abnormal loss of gas due to a break in buyer’s facilities, the 
natural gas so lost shall not be included in determining the billing demand; pro- 
vided, buyer furnishes seller satisfactory evidence of the nature and volume of 
such abnormal loss and that such loss was not due to buyer’s negligence. 


6. HEAT CONTENT 
Refer to section 3 of the general terms and conditions. 


7. MEASUREMENT BASE 
Refer to section 2 of the general terms and conditions. 


8. GENERAL TERMS AND CONDITIONS 


All the general terms and conditions are applicable to this rate schedule and 
are hereby made a part hereof. 





In THE MATTER OF 


TEXAS GAS TRANSMISSION CORPORATION, AND LOUI- 
SIANA NATURAL GAS CORPORATION; AND TEXAS 
NORTHERN GAS CORPORATION 


Proceeding on Proposed Settlement Making Effective Revised Tariff 
Docket Nos. G-2017 and G-2127 
August 7, 1953* 
Syllabus 


1. Commission accepts the “proposed settlement” together with the gas tariff 
of Texas Gas and orders refunds to Texas Gas’ utility customers for natural 
gas sold during period the increased rates were under bond. P. 308. 
Christopher T. Boland, Richard J. Connor, Charles F. Detmar, Jr., 
James A. Fowler, Jr., Irwin Schneiderman, and Asa D. Sokolow for 
Texas Gas Transmission Corp., Louisiana Natural Gas Corp., and 
Texas Northern Gas Corp. 
Norman A. Flaningam and Reuben Goldberg for Federal Power 
Commission staff. 


By THE CoMMISSION : 
OPprInion 


On July 8, 1952, Texas Gas Transmission Corp. (Texas Gas or 
Company) filed with the Commission, pursuant to section 4(d) of the 


*Designated Commission Opinion No. 260. 
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Natural Gas Act, its proposed F. P. C. gas tariff, first revised volume 
No. 1, with a proposed effective date of August 8, 1952, containing 
proposed increased rates and charges and other proposed tariff 
changes for sales in interstate commerce of natural gas for resale 
for ultimate public consumption, subject to the Commission’s juris- 
diction. The record discloses that such proposed tariff embodied an 
annua] increase in the Company’s rates and charges for natural gas 
sold to its utility customers of approximately $8,725,000 on the basis 
of its sales during the test year used in this case (the 12 months ended 
October 31, 1952). 

On August 1, 1952, in docket No. G-2017, the Commission, pursuant 
to authority contained in section 4 of the Natural Gas Act, issued 
an order providing for a hearing to be held concerning the lawfulness 
of the rates, charges, and classifications contained in Texas Gas’ 
proposed F. P. C. gas tariff, first revised volume No. 1. Such order 
also provided that, pending hearing and decision thereon, such tariff, 
except rate schedules I-1, I-2, I-83, and I-4 (covering interruptible 
industrial gas service), be suspended. Thereafter, on January 8, 1953, 
at the expiration of the period of suspension, on motion of Texas Gas, 
the suspended tariff became effective, under bond and subject to 
refund, if so ordered, of such portion of the increased rates and 
charges as the Commission might find not justified. 

On February 27, 1953, the Commission issued an order instituting in 
docket No. G-2127, pursuant to section 5 of the Natural Gas Act, an 
investigation, for the purposes stated in the order, concerning all 
rates, charges, or classifications, demanded, observed, charged or col- 
lected by Louisiana Natural Gas Corp. (Louisiana Natural) and Texas 
Northern Gas Corp. (Texas Northern), wholly owned subsidiaries of 
Texas Gas, for or in connection with any transportation or sale of 
natural gas, subject to the jurisdiction of the Commission, and concern- 
ing any rules, regulations, practices or contracts affecting such rates, 
charges or classifications. By such order the Commission, pursuant to 
sections 4, 5, and 15 of that act, consolidated for the purpose of hearing 
the above-entitled proceedings in docket Nos. G-2017 and G-2127. 

On June 3, 1953, the Commission ordered that a public hearing be 
convened on July 1, 1953, concerning the matters involved and the is- 
sues presented in the above-entitled proceedings. After due notice, 
and pursuant to the aforesaid orders, a hearing was convened on July 
1, 1953 with representatives of Texas Gas, certain interveners, and the 
Commission staff appearing, and direct testimony was presented by 
Texas Gas. Thereafter, on motion of counsel for Louisville Gas & 
Electric Co., an intervener, concurred in by the participating parties 
and commission staff counsel, the hearing was recessed to permit the 
participants in the proceedings to confer for the purpose of exploring 
the possibility of developing and agreeing upon a proposed settlement 
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of the issues involved. The hearing was reconvened on July 6, 1953, 
for the presentation by Texas Gas of further direct testimony, and on 
July 7, 1953, on motion of Commission staff counsel, concurred in by 
the parties, the hearing was recessed from time to time until July 16, 
1953, when there was presented in the record a “Proposed Settle- 
ment,” ? which had been developed and agreed to in conference ses- 
sions held on July 3, 8, 9, 10, 13, 14, 15, and 16, 1953. Also, on the last 
mentioned date, evidence was presented by the Commission staff con- 
cerning rate base and cost of service. 

Those attending the conference, in addition to Texas Gas and the 
Commission staff, included representatives of the city of Dyersburg, 
Tenn.; Louisville Gas & Electric Co.; Memphis Light, Gas & Water 
Division; MidSouth Gas Co.; Mississippi Valley Gas Co.; The Ohio 
Fuel Gas Co.; Railroad & Public Utilities Commission of the State of 
Tennessee ; Southern Indiana Gas & Electric Co.; Tennessee Gas Co.; 
Texas Eastern Transmission Corp.; Western Kentucky Gas Co.; and 
West Tennessee Gas Co., interveners in the proceedings; and the city 
of Greenwood, Miss.; Gibson County (Tenn.) Utilities District ; Ohio 
Valley Gas Corp.; Terre Haute Gas Corp.; and the Public Service 
Commission of Indiana. 

The “Proposed Settlement” provides in pertinent part as follows: 

For the purpose of settling the issues involved and terminating the proceedings 


in docket Nos. G-2017 and G-—2127, the parties in conference agreed that the 
following proposal be submitted to the Commission, to wit: 


ARTICLE I 
Rates 


The Texas Gas F. P. C. gas tariff, second revised volume No. 1, being the revised 
F. P. C. gas tariff agreed to by the parties hereto, shall, by Commission order, be 
made effective as of 8 a. m., September 1, 1953, thereby superseding first revised 
volume No. 1 which was made effective on January 8, 1953, pursuant to the 
Commission’s order issued January 14, 1953, in docket No. G-2017. The Texas 
Gas F. P. C. gas tariff, second revised volume No. 1, which has been identified in 
this record as exhibit No. 25, includes original sheets Nos. 1 through 112. The 
proposed revised tariff, to be made effective as of September 1, 1953, provides for 
the following rates: 


G rate schedules—General service 


Monthly demand charge per M.c.f. of billing Zone? Zone £ Zone $ Zone 4 


GUE cis inttindasinaesadceaaas $1.01 $1.51 $1.91 $2. 31 
Cents Cents Cents Cents 
Commodity charge per M.c.f. delivered__..69 15.7 16. 2 18. 0 19. 2 


1The “Proposed Settlement” includes Texas Gas’ proposed F. P. C. gas tariff, second 
revised volume No.1. This revised tariff, which is proposed to be made effective September 
1, 1953, superseding the suspended Texas Gas’ F. P. C, gas tariff, first revised volume No. 1, 
is exhibit No. 25 in the record of these proceedings. 
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SG rate schedules—optional general service—Small customers 
[Customers with contract demands of less than 5,000 M.c.f.] 
Zone I Zone 2 
Cents Cents 


Base load gas (per M.c.f.)...------------ 19.0 22. 5 
peeen one Geer B.O4.) <5 onc osc cccccce 30. 0 33. 5 


CD-4 rate schedule—limited service 


Monthly demand charge per M.c.f. of con- Zone! Zone 2 
tract demand 


Commodity charge per M.c.f. delivered___- 


I rate schedules—interruptible industrial gas service 
Zone 1 Zone 2 Zone $3 
Cents Cents Cents 
RN OO WHOS oes ks ein ciccemtiasdbccck 19. 0 21.2 24. 3 


EM rate schedules—emergency gas service 

Zone | Zone 2 

Cents Cents 

Bibel ood eee cnuieeuses ss 19.0 21.2 


XS rate schedules—excess gas service 


Zone 1 Zone 2 


Cents Cents 
POE Ue MER a eect ceckuncacneace 19. 0 21.2 


IS rate schedules—interruptible storage service 
Zone 1 Zone 2 Zone $ Zone § 


Cents Cents 
SS a ee eee ee ae 21.5 23. 0 


ARTICLE II 
Pending proceedings concerning suppliers’ rates 


Proceedings are now pending before the Commission concerning the rates of 
the following natural-gas companies (hereinafter sometimes referred to as “sup- 
plying-company” or “supplying-companies”), which supply and sell natural gas 
to Texas Gas, to wit: 

1. Panhandle Eastern Pipe Line Co., docket No. G-1116 et al. 

2. Texas Eastern Transmission Corp., docket No. G—1964. 

3. United Gas Pipe Line Co., docket Nos. G—2019 and G—1142. 

4. Tennessee Gas Transmission Co., docket No. G—2052. 


ARTICLE III 
Future rate reductions 


A. Conditions for, and time of, flings. 
If Texas Gas’ supplying-companies, Panhandle Eastern, Texas Hastern, United 
Gas, or Tennessee Gas, or any of them, are required by any final order or orders 
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of the Commission, which are accepted by the respective supplying-company or 
which become final in any court review, or otherwise, in the pending Commission 
proceedings involving the aforesaid supplying-companies, or any of them, which 
proceedings are referred to in article II hereof, to make any reductions in the 
rates to be charged or collected for natural gas sold to Texas Gas below those 
rates which have been used in exhibit No. 12 in these proceedings for the purpose 
of determining Texas Gas’ cost of service, then Texas Gas shall file with the 
Commission changes in its rate schedules to reflect the net reduction in such a 
way that Texas Gas neither gains nor loses with respect to its jurisdictional busi- 
ness as a result of such changes in the rates of said supplying-companies. Except 
as hereinafter provided in paragraph B of this article III, each such change in 
Texas Gas’ rate schedules shall be filed within 60 days after the date upon which 
the order or orders reducing the rates of the supplying-companies become final, to 
be effective as of the date upon which the respective order or orders are accepted 
by the supplying-companies or become final in any court review or otherwise, 
whichever is later, in the aforesaid proceedings referred to in article II hereof. 

B. Computation of rate reductions to be filed. 

The “net dollar amount of reduction” in the cost of gas purchased by Texas 
Gas from each of the above-named supplying-companies shall be computed for 
the 12 months ending with the first day of the month in which Texas Gas’ rate 
reduction becomes effective. The supplier’s reduced rate shall be applied to the 
volume of gas purchased by Texas Gas from such supplier during such 12-month 
period and the resulting computed charges shall be subtracted from the charges 
actually paid for gas during such 12-month period by Texas Gas to such supplier 
(excluding any penalties or other similar unusual or nonrecurring charges). 
The resulting difference shall be the “net dollar amount of reduction.” 

The “net dollar amount of reduction” shall be multiplied by the ratio of the 
total volume of sales made by Texas Gas under its tariff to the total volume of 
sales made.by Texas Gas to all of its customers during such 12-month period. 
The resulting product shall be the amount of the dollar reduction applicable to 
sales under Texas Gas’ tariff (hereinafter called “tariff reduction” ). 

The “tariff reduction” shall be first applied to the Texas Gas rates for zones 
3 and 4 until the rates for those zones as set forth in article I hereof have been 
reduced by one-fourth cent per M. c. f. of commodity charge, based upon the vol- 
umes of natural gas sold under such zone 3 and zone 4 rates during the 12-month 
period described above. Any remaining dollars of “tariff reduction” shall be 
apportioned to all rates in Texas Gas’ tariff by dividing such remaining “tariff 
reduction” by the total volume of sales under all tariff rates during the 12-month 
period described above. All such rate reductions shall be made in the commodity 
charges of the tariff rates. 

No reduction in Texas Gas’ tariff rates shall be made until the total of indi- 
vidual net “tariff reductions” exceeds $100,000; provided, however, That in no 
event shall the reductions be deferred beyond 60 days after the final determi- 
nation of all the proceedings described in article II hereof. 


ARTICLE IV 
Refunds for impounding period—determinable as of September 1, 1953 


Texas Gas agrees to make a refund to its utility customers, based upon the 
difference between the aggregate amount paid by it for natural gas pur- 
chased from Texas Eastern, Tennessee Gas, and United Gas, during the period 
from 8 a. m., January 8, 1953, to 8 a. m., September 1, 1953, and the aggregate 
amount that Texas Gas would have paid for such natural gas had there been 
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in effect for the entire above-described period, the rates* of those supplying- 
companies applicable to such purchases as used in the Commission staff cost 
of service study, exhibit 27, on which settlement of this proceeding was based, 
as such difference applies to the Texas Gas sales under its tariff. 

The method of determining the refund to each customer shall be as follows: 

(1) The total M. ec. f. sales of Texas Gas to each of its customers, both juris- 
dictional and nonjurisdictional, for the above-described period shall be deter- 
mined from the records of Texas Gas. 

(2) The aggregate amount of the cost differential described above shall be 
multiplied by the ratio of total jurisdictional M. c. f. sales to total M. c. f. sales 
of Texas Gas for the above-described period, as computed in (1) above, to de- 
termine the amount of refund applicable to jurisdictional customers resulting 
from such gas cost differential. 

(3) To the amount determined in (2) above, there shall be added the sum of 
$100,000 arriving at the total amount of the refund under this article applicable 
to Texas Gas’ jurisdictional customers. 

(4) The total M. c. f. sales to each jurisdictional customer, as determined in 
(1) above, shall then be weighted by multiplying such M. c. f. sales by the follow- 
ing factors: 


Zone location of customer: Multiply by 
MR es ee sie a ai SS te A Two 
ene Bo ce Damebededeean is Gee eee ek ee One-half 
NN he alot oe 5 eins a aioe cede amas caaelle cea One-quarter 
ek Je ese eee ea One-quarter 


The total weighted M. c. f. sales for all jurisdictional customers as computed 
above shall then be divided into the total refund applicable to jurisdictional cus- 
tomers, as computed in (3) above, to determine the amount of refund applicable 
to each weighted M. c. f. sold to jurisdictional customers during the above- 
described period. 

(5) The amount of refund per weighted M. c. f. sold, as determined in (4) 
above, shall be multiplied by the number of weighted M. c. f. sales, as computed 
above, to each jurisdictional customer to determine the amount to be refunded 
to each such customer. 

Refunds made in accordance with this article IV shall be paid by Texas Gas 
to its utility customers not later than November 1, 1953, together with interest 
thereon at the rate of 6 percent per annum from the date of payment by the 
utility customer to Texas Gas until refunded; and shall be accompanied by a 
schedule or schedules showing the computation of the amount of refund and 
interest. 





ARTICLE V 


Refunds depending upon outcome of pending rate proceedings of 
supplying-companies 


If Texas Gas’ supplying-companies, Panhandle Eastern, Tennessee Gas, Texas 
Eastern, or United Gas, or any of them, are required by any final order or 
orders of the Commission, which are accepted by the respective supplying-com- 
pany or which become final in any court review, or otherwise, in the pending Com- 
mission proceedings involving the aforesaid supplying-companies, or any of 
them, which proceedings are referred to in article II hereof, to refund to Texas 
Gas any part of the charges collected under bond under the rates covered in said 










2The Texas Gas cost of service study set forth in exhibit 12 in this proceeding included 
the same rates applicable to such purchases of natural gas. 
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proceedings, such portion, if any, of such refund attributable to natural gas 
purchased from said supplying-company or companies by Texas Gas after 8 a. m., 
January 8, 1953, and resold to utility customers of Texas Gas, shall be refunded 
to such utility customers. Any such refund by Texas Gas shall be made within 
60 days after the receipt of such refund by Texas Gas from said supplying-com- 
pany or companies, or after such refund order becomes final, whichever is later. 

The manner of determining the amount of any such refund attributable to 
sales by Texas Gas to its utility customers, and of determining the amounts to 
be refunded to each utility customer of Texas Gas, is as follows: 

The amount of refund, or refunds, and interest thereon received by Texas Gas, 
attributable to natural gas purchased from said supplying-company or companies 
by Texas Gas after 8 a. m., January 8, 1953, shall be divided by the total M. c. f. 
sales by Texas Gas to all of its customers, both jurisdictional and nonjurisdic- 
tional, for the period subsequent to the above-described date to which the refund 
applies, to determine the amount of such refund applicable to each M. c. f. sold 
by Texas Gas during such period. The amount per M. c. f. sold so determined 
shall then be multiplied by the total M. c. f. sales to each utility customer during 
such period and the amount so determined for each utility customer shall then 
be refunded to that customer. 

Unless otherwise ordered by the Commission, the utility customers hereby 
agree to waive the right, if any, to participate in that portion of any refund 
from Panhandle Eastern in docket No. G-1116 et al. based upon the cost of gas 
purchased by Texas Gas prior to January 8, 1953. 


ARTICLE VI 
Cost of service report 


Texas Gas, in agreeing and consenting to the other terms and conditions of 
this proposed settlement, agrees to prepare and make available as soon as pos- 
sible after the closing of its books for the year 1954, but in no event later than 
July 1, 1955, to the Commission, to all of Texas Gas’ utility customers, and to 
interested state commissions, a cost of service and cost allocation report, in 
writing and under oath, based upon the Company’s operating experience during 
the calendar year 1954. Each report, as to its content and form, shall conform, 
as far as applicable and practicable, to similar exhibits and data submitted by 
Texas Gas as exhibits in this proceeding. Texas Gas further agrees to enter, on 
or about August 1, 1955, or such later date as the Commission may designate, 
into conference with representatives of the Commission, utility customers of 
Texas Gas and interested state commissions desiring to participate, to con- 
sider the contents of said report and the results of Texas Gas’ operations under 
its effective rates. 

ARTICLE VII 


Recognition of rates 


The Ohio Fuel Gas Co. and Texas Eastern, in agreeing and consenting to the 
proposed settlement, do so on the express condition that the Commission, in 
any order issued by it relating to the acceptance of such proposed settlement, 
provide that the added costs to The Ohio Fuel Gas Co. and Texas Eastern 
resulting from the rates and charges contained in Texas Gas’ F. P. C. gas tariff, 
second revised volume No. 1, as hereby stipulated, to the extent that such costs 
have not already been included, will be fully recognized and included in any 
costs of service used by the Commission in determining and fixing the rates and 
charges which are the subject of pending Federal Power Commission rate pro- 
ceedings of The Ohio Fuel Gas Co. and Texas Eastern. 
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ARTICLE VIII 
Texas Eastern rate at Lisbon, La. 


Texas Eastern has represented that its rates for gas delivered to Texas Gas 
at Lisbon, La., which are the subject of proceedings in docket No. G-1964, do 
not include any part of the cost of gas purchased by Texas Eastern from United 
Gas Pipe Line Co. at Kosciusko, Miss., or from Texas Gas at Lebanon, Ohio. 
Texas Eastern hereby agrees that, in presenting its case in docket No. G—1964, 
it will not voluntarily allocate any such costs of purchased gas to its service 
to Texas Gas at Lisbon, La. 


ARTICLE IX 
Acceptance by Commission 


In order to effectuate the proposed terms under which the proposed settle- 
ment is being submitted, the parties hereto agree that the investigation insti- 
tuted by the Commission in docket No. G-2127 be dismissed. The agreement 
reached by the parties is expressly conditioned upon the Commission’s accept- 
ance of all of the terms and conditions of this proposed settlement and the dis- 
missal of the proceedings in docket No. G—-2127. 


ARTICLE X 
Reservations 


By making this agreement, neither the Commission staff, Texas Gas, nor any 
other affected person is to be considered as agreeing with the methods of cost 
of service determination or allocation, or with any principles underlying or 
supposed to underlie the methods of cost of service determination or allocation 
which have been used in arriving at the rates, refunds or future reductions 
herein agreed upon, and neither the Commission staff, Texas Gas, nor any other 
affected person is to be prejudiced or bound thereby in any future proceeding 
or proceedings. 

ARTICLE XI 





Waiver 





The parties hereto, in agreeing and consenting to the aforesaid F. P. C. gas 
tariff, second revised volume No. 1, specified in article I hereof, to be made effec- 
tive by Commission order as of September 1, 1953, request that the Commission, 
by special provision in such order, waive compliance by Texas Gas with the 
requirements of Commission’s general rules and regulations, particularly part 
154 thereof (18 C. F. R., part 154), to the extent necessary to permit such re- 
vised F. P. C. gas tariff to become effective at 8 a. m. on September 1, 1953. 

On July 17, 1953, the Texas Gas’ proposed F. P. C. gas tariff, second 
revised volume No. 1, which was developed and agreed to as part of 
the “Proposed Settlement,” was tendered by Texas Gas for filing 
with the Commission, with the request that the Commission by order 
accept and make such revised tariff effective on September 1, 1953, 
in accordance with the agreement of the parties embodied in the afore- 
mentioned “Proposed Settlement,” thereby superseding the suspended 
Texas Gas F. P. C. gas tariff, first revised volume No. 1. 

Texas Gas, with such submittal, included copies of letters trans- 
mitting said tariff, together with certain other data, to all Texas Gas’ 














TEXAS GAS TRANSMISSION CORPORATION ET AL. 303 


utility customers and to the Arkansas, Illinois, Indiana, Kentucky, 
Louisiana, Mississippi, Ohio, and Tennessee utility regulatory 
commissions. 

On July 20, 1953, the Commission requested that any comments by 
Texas Gas’ customers and interested State commissions concerning the 
proposed revised tariff be submitted on or before July 30, 1953. In 
response, several written comments have been filed. Such comments 
indicate that the revised tariff and “Proposed Settlement” in question 
are acceptable if the Commission considers them to be equitable and 
fair, or would encourage expansion by the Company of its delivery 
capacity. 

The rates agreed to and included in the said Texas Gas F. P. C. gas 
tariff, second revised volume No. 1, on the basis of the Company’s sales 
during the 12 months ended October 31, 1952, embody an annual rate 
increase to the Company’s utility customers of approximately 
$8,498,938. This is or represents: 

(1) A reduction of approximately $225,758 in the estimated annual 
rate increase ($8,724,696) originally proposed and embodied in the 
Company’s F. P. C. gas tariff, first revised volume No. 1 (filed July 
8, 1952, and put into effect January 8, 1953, under bond) ; 

(2) Approximately $2,042,170 less than the deficiency in revenue 
($10,541,108) claimed by the Company at the hearing for the test 
year ended October 31, 1952; * and, 

(3) Substantially the equivalent of the deficiency in revenue 

($8,439,240), as developed by the Commission staff, for the test year 
ended October 31, 1952. 
Thus, the agreed-to rates, if made effective September 1, 1953, as pro- 
posed, on the basis of the Company’s operations during the said test 
period, will represent an annual reduction of some $225,000 in the rate 
increase originally proposed, and some $2,000,000 less than the amount 
of annual cost of service which the Company purported to justify 
at the hearings. 

The evidence of record, particularly the data and testimony pre- 
sented by the Commission staff, reveals that the overall rate increase 
embodied in the proposed rates, as agreed to by the parties to these pro- 
ceedings and as recommend by the Commission staff, was arrived at 
by applying the principles approved by the Commission in other rate 
proceedings, using the 12 months ended October 31, 1952 as a test year, 

* This was the period used by both Texas Gas and the Commission staff as a test year 
in these proceedings. 

“In its rate increase application, as filed July 8, 1952, the Company claimed a deficiency 
in revenue of $8,653,402 for the year ended May 31, 1952, as compared to the $10,541,109 
claimed by it at the hearing for the test year ended October 31, 1952. This difference is 
attributable, in the main, to the Company increasing from 6 to 6% percent the rate of 


return claimed, its inclusion in working capital of an allowance for minimum bank 
balances, and higher purchased gas costs not considered in its filing of July 8, 1952. 
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with certain adjustments to net plant investment and operating 
revenue deductions per the Company’s books. 

The record shows that Texas Gas’ rate base, as developed by the 
staff, totals $97,487,730. This is $4,237,185 less than that ($101,724,- 
915) claimed by the Company, and consists of the sum of net plant 
investment and working capital requirement. Staff witness in turn 
testified that the net plant investment was determined by using the av- 
erage of annual beginning and ending balances of plant in service per 
books (less certain original cost adjustments), after deducting there- 
from the large plant additions placed in service during the test period, 
and then adding, to the average thus obtained, the large plant addi- 
tions weighted for the actual time in service during said period, less 
reserves for depreciation and depletion. Working capital, including 
cash, prepayments, and materials and supplies, was computed in 
accordance with the Commission’s practice, with a deduction of 75 
percent of Federal income tax acruals. 

The record shows that, on the basis of a 6 percent rate of return 
upon such rate base, the staff developed a cost of service of $49,406,329 
for the test year, by using the operating revenue deductions per the 
company’s books as a starting point. The evidence presented by the 
staff shows that a number of adjustments were made to the operating 
revenue deductions recorded in the company’s books, in addition to the 
adjustments made in developing the rate base. ° 

The deficiency in revenue for the test period, as developed by the 
staff and as claimed by the company, amounted to $8,439,240 and 
$10,541,108, respectively, in comparison to the annual rate increase of 
$8,724,696 under the rates in effect under bond and the $8,498,938 
increase under the agreed-to rates submitted herein as a part of the 
“Proposed Settlement.” 

Comparison of the Texas Gas’ proposed F. P. C. gas tariff, second 
revised volume No. 1, which is proposed to be made effective Septem- 
ber 1, 1953, superseding the suspended Texas Gas F. P. C. gas tariff, 
first revised volume No. 1 (now in effect under bond), discloses that, 
aside from rate adjustments, substantial revisions and improvements 
have been incorporated in the revised tariff as agreed to and submitted 
as a part of the “Proposed Settlement.” Some of the more important 
tariff improvements and revisions, all of which appear to be just and 
reasonable, may be summarized as follows: 

(1) Demand-Commodity general service rate schedule made op- 
tional_——In the prior tariff (now in effect under bond), the small 
volume general service rate schedule was available to customers whose 
use was less than 5,000 M. c. f. a day, and the large volume general 
*A summary of the differences between the company and the staff as to rate base, cost 


of service, and deficiency in revenues for the test period is contained in exhibit No. 27. 
The rate base, as developed by the staff, is contained in exhibit No. 28. 
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service rate schedule (containing a demand-commodity rate) was 
limited in availability to customers whose use exceeded 5,000 M. c. f. 
a day. In the proposed tariff, the minimum size restriction on avail- 
ability of the demand-commodity general service rate schedule has 
been eliminated. As a result, a small-volume distributor will in the 
future have the demand-commodity rate schedule available to it at 
its option, and if its load characteristics so indicate, it may benefit 
from this increased flexibility. To complement the option so insti- 
tuted, a provision relating to exercise of the option has been added. 
In essence, the provision prohibits a customer from changing its 
election more frequently than once each 12 months. 

(2) Facessive demands caused by breakage excused.—There has 
been added, to the billing demand determination in the large volume 
general service rate schedule, a provision which excludes from the 
determination of billing demand, any excessive demands caused by 
breakage on the distributor’s facilities that was not due to the dis- 
tributor’s gross negligence. This change precludes the possibility, 
under the prior tariff, of such breaks causing billing demands (with 
12 months ratchets) which could have resulted in costs per M. c. f. as 
high as $12.12 (zone 1) to $27.72 (zone 4) for gas lost as a result of 
a break. 

(3) Softening of the penalties—The penalty provisions for takes 
exceeding contractual entitlements have been softened in the several 
rate schedules, as follows: 

(a) In the large volume general service rate schedule, the prior 
tariff contained a straight $10 per M. c. f. penalty for overrun gas 
(after excusing the first 2 percent of overrun). The proposed tariff 
reduces the penalty to $5 for that part of the overrun equal to 3 
percent of the contract demand (also after excusing the first 2 percent 
overrun). 

(b) In the small volume general service rate schedule, the prior 
tariff permitted a 100 M. c. f. overrun before institution of penalties. 
The proposed tariff increases this to 250 M. c. f. For the largest 
possible customer eligible to take service under this rate schedule 
(contract demand of 5,000 M. c. f. a day), the tolerance has therefore 
been increased from 2 percent to 5 percent, and the percentage toler- 
ance is correspondingly greater as the size of the customer becomes 
smaller. 

(c) In the limited service rate schedule, the penalty has been 
softened in the same manner as described in (a) above. 

(d) In all the firm rate schedules, there has been added to the 
penalty provision a new provision which exempts from the penalty 
provisions any overruns caused by breakage on the customer’s facili- 
ties. This provides protection to the buyer for penalties similar to 


that referred to in (2) above for billing demands. 
391128—58 22 
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(e) A provision has been added to the limited service rate schedule 
to eliminate any penalty when flow controllers are installed and 
control the delivery to the customer. 

(4) Uniform heat-content provision—The prior tariff provided 
a heat-content guarantee of 950 B. t. u. per cubic foot in zones 1 and 
3, and a 1,000 B. t. u. per cubic foot guarantee in zones 2 and 4. In 
the proposed tariff there is included a systemwide, uniform heat-con- 
tent provision, providing for a 1,000 B. t. u. per cubic foot heat content 
over a 12-month period. If the heat content falls below 1,000 B. t. u. 
by a 10 B. t. u. tolerance, the charges are correspondingly reduced 
on a pro-rata basis. 

(5) Change in availability of firm rate schedules.—In the proposed 
tariff the availability provisions of the firm service rate schedules 
have been modified to continue the practice of Texas Gas whereby gas 
sold is for all uses, including gas used by its utility customers in their 
natural gas and other operations. 

(6) Delivery pressure provision—The delivery pressure provision 
has been changed to provide for greater flexibility. The form of serv- 
ice agreement has been correspondingly modified to permit such 
greater flexibilty. 

(7) Curtailment procedure.—Revised curtailment procedure pro- 
visions have been included. The first proposed curtailment step of 
the proposed tariff provides for curtailment of all of Texas Gas’ 
interruptible service; the second step provides for curtailment of its 
firm, direct industrial service; and the third step covers the force 
majeure condition of curtailment of its firm service rendered to its 
utility customers. Under this third step, the distributors are to cur- 
tail first the industrial customers they serve on an interruptible basis, 
and then the industrial customers served on a firm basis. 

The “Proposed Settlement” includes no proposal for disposing of 
the matters of possible undue discrimination or preference, or un- 
reasonable differences in service, concerning which some question was 
raised in the last major certificate proceeding involving Texas Gas, 
namely, Jn the Matters of Texas Gas Transmission Corp., et al., docket 
Nos. G-1847, ez al., in connection with the fact that in several instances 
Texas Gas makes deliveries at the city-gates of some of its customers 
through lateral pipelines owned and operated by it, and in other 
instances certain customers have constructed and own and operate 
lateral pipelines between points of interconnection with Texas Gas’ 
main pipeline facilities and the customers’ distribution facilities at 
the city-gates of the communities served. The Commission, in its 
opinion No. 232 and order issued therein on July 25, 1952, 11 F. P. C. 
227, 252, concluded that such matters might be more properly con- 
sidered and disposed of in formal rate proceedings, if held, upon 
Texas Gas’ rate-increase application filed on July 8, 1952, which, later, 
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the Commission suspended and set for hearing at docket No. G-2017 
as part of the instant proceedings. The Commission, in that opinion, 
stated : 


In the event this filing by Texas Gas (referring to the rate increase applica- 

tion of July 8, 1952) does not become the subject of formal proceedings, we can 
initiate other action with respect to these matters of possible undue discrimina- 
tion or preference. In either event, we would expect the development of a 
complete record on this issue, and we would also expect Texas Gas to come 
forward with a proposal to eliminate any undue discrimination or preference 
that may exist, or any unreasonable difference in service. 
The Commission is advised that, prior to the commencement of the 
hearings and conferences on July 1, 1953 in the instant rate proceed- 
ings, representatives of Texas Gas and the Commission staff discussed 
the aforementioned lateral-line matters, from which discussions it 
became obvious that no satisfactory solution could be developed or 
agreed upon without considerable additional study and time. Be- 
cause of this, and the fact that none of Texas Gas’ customers raised 
the subject in the instant proceedings, apparently being satisfied with 
the present arrangements, this lateral-line subject was not raised by 
the staff at the recent hearings and conferences held between July 1 
and 16, 1953, in which the aforesaid “Proposed Settlement” was devel- 
oped and agreed upon by the parties to these proceedings, including 
the Commission staff. In the circumstances, the Commission, in ac- 
cepting the “Proposed Settlement,” has provided in paragraph (1) 
of the order herein that such action is without prejudice to, among 
other things, this lateral-line question being raised and determined in 
some future proceeding. 

The “Proposed Settlement,” including the Texas Gas F. P. C. gas 
tariff, second revised volume No. 1, all as agreed to and submitted in 
these proceedings, and the consequent acceptance by the Commission 
for filing of the said tariff, and the making of the same effective 
September 1, 1953, as hereinafter ordered upon the terms and condi- 
tions provided in the order, result in substantial savings of time and 
money to the Commission, Texas Gas, its utility customers, and other 
interested persons, which might have otherwise been expended inci- 
dent to extended formal hearings in these rate proceedings, submittal 
of briefs, and other procedures involved in contested formal rate pro- 
ceedings, apart from the court review proceedings usually precipitated 
by contested Commission rate proceedings. Consumers and the pub- 
lic, as well as the gas distributing utilities, here dependent upon 
Texas Gas for, and expecting it to furnish, increasing supplies of 
natural gas to meet their growing demands for natural-gas service, 
will benefit by these savings and by the removal of the uncertainties 
that would be incident to extended formal proceedings and litigation 
in this case. 
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Accordingly, upon consideration of the foregoing and the entire 
record in these proceedings, the “Proposed Settlement” agreed to by 
all participants to the proceedings, including the proposed Texas Gas 
F. P. C. gas tariff, second revised volume No. 1, submitted herein, the 
Commission further finds: 

(1) The aforesaid “Proposed Settlement” submitted herein on July 
16, 1953, together with the proposed Texas Gas F. P. C. gas tariff, 
second revised volume No. 1, reflects a just and reasonable basis for 
settlement in the public interest, in accordance with the terms and pro- 
visions of the Natural Gas Act, of these proceedings concerning the 
increased rates and charges and other proposed tariff changes con- 
tained in the suspended Texas Gas F. P. C. gas tariff, first revised 
volume No. 1, which became effective, under bond and subject to re- 
fund, on January 8, 1953, pursuant to the Commission’s order issued 
on January 14, 1953 in docket No. G-2017, and concerning the rate in- 
vestigation instituted by the Commission’s order issued on February 
27, 1953 in docket No. G-2127, relating to sales in interstate commerce 
of natural gas for resale and ultimate public consumption, subject to 
the Commission’s jurisdiction. 

(2) The “Proposed Settlement,” together with the proposed Texas 
Gas F. P. C. gas tariff, second revised volume No. 1, which tariff is 
identified herein as exhibit No. 25 and which was filed with the Com- 
mission by Texas Gas on July 17, 1953, should be accepted and made 
effective as hereinafter provided and ordered, subject to the terms and 
conditions stated in the order. 

(3) The increased rates and other tariff changes embodied in Texas 
Gas F. P. C. gas tariff, first revised volume No. 1, which tariff was filed 
with the Commission on July 8, 1952, and made effective January 8, 
1953, under bond and subject to refund, by the Commission’s order 
issued January 14, 1953 in docket No. G-2017, are not just, reasonable 
and lawful under the Natural Gas Act. 

(4) The acceptance of the aforesaid “Proposed Settlement” and the 
making effective of the aforesaid Texas Gas F. P. C. gas tariff, second 
revised volume No. 1, as agreed to and submitted as part of the said 
“Proposed Settlement,” as hereinafter provided and ordered, is ap- 
propriate and in the public interest in carrying out the provisions of 
the Natural Gas Act. 

The Commission orders: 

(A) The increased rates and other tariff changes embodied in Texas 
Gas F. P. C. gas tariff, first revised volume No. 1, which was filed by 
Texas Gas on July 8, 1952, and made effective January 8, 1953, under 
bond and subject to refund, by the Commission’s order issued on 
January 14, 1953 in docket No. G-2017, be and the same are hereby dis- 
allowed and denied; and the said Texas Gas F. P. C. gas tariff, first 
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revised volume No. 1, be and the same is hereby cancelled effective as 
of 8 a. m., September 1, 1953, upon the terms and conditions of this 
offer. 

(B) The aforesaid “Proposed Settlement,” submitted herein on 
July 16, 1953, together with Texas Gas F. P. C. gas tariff, second re- 
vised volume No. 1, which tariff was tendered for filing on July 17, 
1953 in accordance therewith, be and the same is hereby accepted, and 
the said Texas Gas F. P. C. gas tariff, second revised volume No. 1, 
be and the same is hereby allowed to take effect as of 8 a. m., Septem- 
ber 1, 1953, thereby superseding Texas Gas F. P. C. gas tariff, first 
revised volume No. 1, which was made effective on January 8, 1953, 
under bond and subject to refund, pursuant to the Commission’s order 
issued January 14, 1953 in docket No. G-2017, subject to the terms 
and conditions of this order. 

(C) The aforesaid Texas Gas F. P. ©. gas tariff, second revised 
volume No. 1, made effective by paragraph (B) hereof, shall be deemed 
to have been filed and published in compliance with the terms and 
provisions of the Natural Gas Act and the Commission’s general rules 
and regulations, particularly part 154 thereof (18 C. F. R., part 154). 

(D) On or before November 1, 1953, Texas Gas shall, in accordance 
with the provisions of article IV of the aforesaid “Proposed Settle- 
ment,” and of paragraph (A) of the Commission’s order issued on 
January 14, 1953, in docket No. G-2017, make refunds to its utility 
customers for the natural gas sold during the period from 8 a. m., 
January 8, 1953, to 8 a. m., September 1, 1953, together with interest 
on the amounts of the refunds at the rate of 6 percent per annum, 
from the date of receipt of the payments by the utility customers to 
Texas Gas to the date of refunds thereof by it. The method of deter- 
mining the refund to each customer of Texas Gas shall be that speci- 
fied in article IV of the “Proposed Settlement.” Texas Gas shall bear 
all costs of refunding. 

(E) On or before November 20, 1953, Texas Gas shall: 

(1) Submit to the Commission five copies of a report, in writing 
and under oath, certifying to the Commission that it has fully complied 
with paragraph (D) of this order, and setting forth a detailed state- 
ment showing the method of calculation and the amounts of pay- 
ments of all refunds, as well as the dates thereof; and 

(2) Obtain and submit with the aforesaid report a receipted satis- 
faction or release from each of its utility customers evidencing dis- 
charge of Texas Gas’ liability to make the refunds required by para- 
graph (D) of this order. 

(F) Texas Gas shall, in accordance with articles III and V of the 
aforesaid “Proposed Settlement,” make the refunds and file the 
changes in its rate schedules, in the event that Texas Gas’ supplying- 
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companies, Panhandle Eastern Pipe Line Co., Tennessee Gas Trans- 
mission Co., Texas Eastern Transmission Corp., or United Gas Pipe 
Line Co., or any of them, are required by any final order or orders of 
the Commission, which are accepted by the respective supplying-com- 
pany, or which become final in any court review or otherwise, in the 
Commission proceedings referred to in article II of the said “Proposed 
Settlement,” to make refunds to Texas Gas’ or to make any reductions: 
in the rates, applicable to sales of natural gas by such companies 
to Texas Gas for resale to its utility customers. Within 20 days next 
following any refunds made pursuant to article V of the aforesaid 
“Proposed Settlement” and this paragraph of this order, Texas Gas 
shall submit to the Commission, in writing and under oath, compliance 
reports setting forth data and including releases, similar to those 
required by paragraph (E) of this order. 

(G) Texas Gas shall, in accordance with article VI of the aforesaid 
“Proposed Settlement” : 

(1) Submit to the Commission on or before July 1, 1955, the report 
and data provided for in said article, together with a certificate show- 
ing that such report and data have been served upon all of Texas 
Gas’ utility customers and upon the State utility regulatory com- 
missions of Arkansas, Illinois, Indiana, Kentucky, Louisiana, Mis- 
sissippi, Ohio, and Tennessee; and 

(2) Be prepared to participate in a conference, commencing at 
10 a. m., August 1, 1955, or such later date as the Commission may 
designate, to consider the said report and data and the results of 
Texas Gas’ operations under its effective rates. 

(H) The proceedings in docket Nos. G-2017 and G-2127 be and the 
same are hereby terminated, subject to the terms and conditions con- 
tained in the aforesaid “Proposed Settlement” and the terms and con- 
ditions contained in this order. 

(1) The termination of the proceedings in docket Nos. G-2017 and 
G-2127, as hereinbefore provided in this order, are without prejudice 
to any findings or orders which have been or may hereafter be made 
by the Commission, and are without prejudice to any claims or con- 
tentions which may be made by the Commission, Texas Gas, or any 
other party hereto, in any proceedings now pending or hereafter 
instituted by or against Texas Gas, any other parties hereto, or any 
other companies or persons. 
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In THE Matrers oF 


TENNESSEE GAS TRANSMISSION COMPANY AND NI- 
AGARA GAS TRANSMISSION LIMITED; AND TENNES- 
SEE GAS TRANSMISSION COMPANY 


Applications for Authorization to Export Gas to Canada and for a 
Certificate of Public Convenience and Necessity 


Docket Nos. G-1921, G-1922 and G-1969 


September 1, 1953* 
Syllabus 


1. Commission finds that the proposed exportation of natural gas to Canada by 
Tennessee and Niagara will not be inconsistent with the public interest. 
P. 330. 

2. Commission presumes that Federal income tax statutes will remain as they 
are at present and will be effective in the manner provided until changed. 
P. 322. 

3. Commission pursuant to section 3 of Natural Gas Act authorizes Tennessee 
and Niagara to export natural gas from the United States to Canada, and 
issues a certificate of public convenience and necessity under section 7 of 
the Natural Gas Act to Tennessee to construct and operate facilities for 
the transportation and sale of natural gas. P. 332. 

Smiru, Commissioner, dissenting. 
Diesy, Commissioner, not participating. 


By THE CoMMISSION : 
OPINION 


These proceedings involve three interrelated applications seeking 
authorizations for the transportation of natural gas for ultimate con- 
sumption in the United States and the transportation and exportation 
of natural gas from the United States to Canada. 

Tennessee Gas Transmission Co. (Tennessee) and Niagara Gas 
Transmission Ltd. (Niagara), on March 18, 1952, filed an application 

at docket No. G-1921, pursuant to section 3 of the Natural Gas Act, 
requesting the Commission to issue an order authorizing the expor- 
tation of natural gas from the United States to Canada. Amendments 
to this application were filed on June 2, 1952, and June 3, 1953. 

On March 18, 1952, Tennessee also filed at docket No. G-1922 pursu- 
ant to Executive order No. 8202 and sections 153.10 and 153.11 of the 
Commission’s general rules and regulations (18 C. F. R. 153.10 and 
153.11), an application for a Presidential permit for the construction, 
operation, maintenance, and connection, at the border of the United 
States, of facilities for the exportation proposed in the above-men- 


*Designated Commission Opinion No. 261. Rehearing denied by Commission order 
issued September 22, 1953. 
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tioned application at docket No. G-1921. Amendments to this appli- 
cation were filed on June 2, 1952, and June 3, 1953. 

On June 2, 1952, Tennessee filed an application at docket No. G-1969 
for a certificate, pursuant to section 7 of the Natural Gas Act, author- 
izing the construction and operation of certain natural-gas pipeline 
facilities to provide additional capacity in its transmission system to 
enable the transportation of natural gas for export as contemplated 
by the above-mentioned applications at docket Nos. G-1921 and G-1922 
and to provide other transportation service. An amendment to this 
application was filed on February 19, 1953. 

These three correlative applications present a proposal whereby 
Tennessee would construct and operate additional natural-gas trans- 
mission facilities for the purpose of transporting gas purchased by 
Niagara and Iroquois Gas Corp. (Iroquois) from producing fields in 
the Gulf Coast region of the United States to points of delivery to 
Niagara at the international border north of Niagara Falls, N. Y., and 
to Iroquois at points in the States of Pennsylvania and New York. 

By order issued February 10, 1953, the proceedings on these appli- 
cations at docket Nos. G-1921, G—1922, and G-1969 were consolidated 
for “purpose of hearing” with proceedings upon other applications 
at docket No. G-1319, et al., Jn the Matters of Algonquin Gas Trans- 
mission Co., et al., which had previously been consolidated “for pur- 
pose of hearing” and concerning which hearings were in progress at 
February 10, 19532 

These consolidated hearings were concluded on June 4, 1953. There- 
after, on August 6, 1953, the Commission issued its opinion No. 259, 
12 F. P. C. 209 rendering decision upon all the applications involved 
in these consolidated proceedings excepting the three now before us 
for consideration, which were at that time, upon recommendation of 
staff counsel during the argument, severed from the matters herein 
disposed of. 

By order issued June 5, 1953, upon motion of certain of the parties, 
the Commission omitted the intermediate procedure in these proceed- 
ings and fixed date for the filing of briefs and for oral argument in 
these matters. 

Thereafter, as recited in said opinion No. 259: 

On July 1, 1953, Tennessee, Northeastern [Gas Transmission Co.] Texas Fast- 
ern [Transmission Corp.] Algonquin [Gas Transmission Co.], Blackstone Valley 
Gas & Electric Co. (Blackstone), and Worcester Gas Light Co. (Worcester) filed 


with the Commission, in the form of a letter, a proposed agreement setting forth 
a basis for settlement between these parties of issues involved in these proceed- 


1 Hearings upon the applications at docket Nos. G-1921 and G—1922 had been previously 
ordered by the Commission but were postponed without date because of the failure of 
Tennessee and Niagara to submit certain pertinent data as directed by the Commission. 
The facts leading up to such postponement are recited in the order issued February 10, 
1953, setting these instant applications for hearing. 
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ings. By order issued July 3, 1953, the Commission fixed a date-for the filing of 
comments or briefs by parties to these proceedings with respect to such proposed 
plan of settlement and fixed July 17, 1953, as the date on which it would hear 
oral argument with respect to such proposed settlement. 

In that order the Commission stated: “Notwithstanding submission of the 
proposed settlement, however, the Commission must consider the broad public 
interest and must examine the proposal within the responsibilities assigned to 
it under the Natural Gas Act.” Comments and briefs were filed by certain of 
the parties as thereby permitted and oral argument was heard on the date 


fixed therefor. 

The proposals in the letter agreement of July 1, 1953, relative to 
the New England situation were disposed of by opinion No. 259. This 
agreement also proposed that Tennessee and Niagara Gas Trans- 
mission Ltd. be issued the authorizations as applied for in docket 
Nos. G-1969, G-1921 and G-1922, in which Algonquin and Texas 
Eastern have no interest. Opinion No. 259, however, pointed out the 
responsibility of the Commission to consider not only the letter agree- 
ment but the record in these proceedings and the broad considerations 
of public interest which underlie any decisions and especially those 
of this magnitude. 

There are a number of interveners in the proceedings upon the 
several applications involved in the matters now before us. Their 
identity is a matter of record. Some of these interveners actively 
participated in these proceedings. 

It has been suggested that as a matter of policy the Commission 
should not at this time authorize the exportation of natural gas from 
the United States to Canada as sought by Tennessee and Niagara in 
docket No. G-1921. 

The Natural Gas Act looks primarily to the protection of those 
economic and public interests in the United States which are con- 
cerned with the transportation and sale cf natural gas in interstate 
or foreign commerce. Incident to this, of course, we must consider 
not only the effects of such transportation and sale in relation to the 
production of gas, but also in relation to the market areas which can 
be or should be served, especially those in the United States. Never- 
theless, this is not to say that the act contemplates an examination by 
this Commission of the total effects to be anticipated from the intro- 
duction of natural gas in new market areas in a foreign country to 
which it is proposed to export limited quantities. 

Our firmly established policy in all cases within our responsibilities 
has been to deal with each individual application on the basis of the 
record in that particular case. There is no occasion in this instance 
to deviate from that practice and policy. 

We recognize that there is a large unsatisfied market for natural 
gas in Canada, but we wish to make it plain beyond all peradventure 
of doubt that in authorizing the exportation to Canada herein sought 
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by Tennessee and Niagara we are not undertaking to supply any 
market or any area beyond the volumes for which authorization is 
granted herein. If, in the future, application is made for authoriza- 
tion to export additional volumes of natural gas to Canada, whether 
for use in the areas presently proposed to be served through Niagara’s 
facilities or through the facilities of other companies in other areas, 
we will consider that application at that time upon its merits, and the 
grant of this authorization under the peculiar circumstances here 
present obviously cannot be considered as creating a precedent for 
guidance in the future in other situations. Moreover, we are not 
empowered to examine into all of the possible effects which might 
result in Canada from the approval of the authorizations here sought, 
even if we were so inclined. 

Among other things, it has been contended that to authorize the 
exportation here in question would have a tendency to deplete natural 
gas reserves otherwise required to satisfy the growing demands for 
natural gas in the United States. The export to Canada of approxi- 
mately 440 billion cubic feet of natural gas over a 20-year period can 
have no material effect on the total natural gas reserves in the United 
States. Asa matter of fact, the exportation of natural gas to Mexico 
which this Commission has authorized in the past greatly exceeds in 
annual volumes the amounts which are here sought to be exported 
to Canada, and even exceeds the total exportation to Canada, includ- 
ing the authorization here requested. 

It is contended also that if we authorize the exportation of an aver- 
age of approximately 62 million cubic feet a day to Canada to serve 
Toronto and surrounding markets, that such export might impair or 
destroy the economic feasibility of a possible all-Canadian pipeline 
across Canada from Alberta. Manifestly we have no jurisdiction or 
authority over such a pipeline. Our decisions under the Natural Gas 
Act obviously cannot extend to those essential determinations which 
would be required if we should undertake to solve Canadian problems 
entirely outside of our authority. We cannot act for the officials of 
Canada, nor can we make realistic or valid determinations beyond 
even the constitutional power of Congress. 

Finally, there are no facts upon this record which justify the con- 
clusion that customers now served by Tennessee or along its facilities 
would be deprived of any gas service by reason of such export. The 
applications before us propose service to a number of areas in the 
United States which would not otherwise be served and for which 
service is strongly recommended by the New York Public Service 
Commission and by others appearing in support of the applications. 
The record also shows that Tennessee will have available in excess of 
131 million cubic feet per day of unallocated and unassigned capacity 
upon completion of the facilities in docket No. G-1969 to meet future 
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requirements of its customers and of its potential customers within the 
United States. 

Altogether, the facts in the record before us seem conclusively to 
show the desirability of the proposals within the considerations en- 
compassed by the Natural Gas Act. 


TENNESSEE GAs TRANSMISSION Co.—Docket No. G—1969 


By its amended application at docket No. G—1969, Tennessee re- 
quests the issuance of a certificate of public convenience and necessity 
authorizing the construction and operation of the following facilities: 

(1) 571 miles of 30-inch main transmission line extending from 
Tennessee’s compressor station No. 507, situated near Kinder, La., in 
a northeasterly direction through the States of Louisiana, Mississippi, 
and Tennessee, to Tennessee’s compressor station No. 87, situated near 
Portland, Tenn. 

(2) 67 miles of 30-inch pipeline loops paralleling Tennessee’s exist- 
ing main transmission line in the States of Texas and Louisiana be- 
tween its compressor station No. 17 and compressor station No. 40. 

(3) 63 miles of 26-inch loop lines paralleling Tennessee’s existing 
main line in the States of Ohio and Pennsylvania between its compres- 
sor stations No. 200 and 219. 

(4) 45 miles of 20-inch pipeline, to be known as the Niagara Spur, 
extending from Tennessee’s main transmission line facilities near Buf- 
falo, N. Y., to a point on the United States-Canadian international 
boundary near Niagara Falls, N. Y. 

(5) 58 miles of 20-inch pipeline in south Louisiana extending north- 
ward from the point of Tennessee’s present connection with the facili- 
ties of the Marine Gathering Co. on the coast of the Gulf of Mexico 
to Tennessee’s compressor station No. 507. 

(6) Various lateral lines to be constructed in the State of Texas 
aggregating 100 miles of 8-inch equivalent.” 

(7) Submerged pipeline crossing of the Niagara River and the 
Mississippi River. 

(8) New compressor units aggregating 17,520 horsepower, together 
with other related facilities, to be installed in Tennessee’s existing 
compressor stations. 

2 Although the first amendment to Tennessee’s application in these proceedings specifically 
requests authorization to construct these 100 miles of lateral lines, it is Tennessee’s 
position, as stated in the record, that actually it is not requesting authorization for these 
facilities. Rather, it is stated that these facilities are included in the application only 
to indicate the facilities necessary to be constructed and to reflect the total cost of the 
entire project, including these lateral lines. Furthermore, it was stated that there is no 
intention to construct these lines of 8-inch pipe, but rather that the stated 100 miles 
merely indicate this mileage of 8-inch equivalent pipe sizes. Moreover, the record shows 
that, even under these circumstances, Tennessee does not presently have plans for the 
construction of more than 60 miles of such lateral lines. In explanation, it was stated 


that the additional 40 miles of 8-inch equivalent pipe was included to allow and to 


reflect for the cost of larger sizes of pipe should it be later determined to construct lines 
of other pipe sizes not presently contemplated. 
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(9) 21,280 horsepower of compressor facilities, together with other 
related facilities, to be installed in three new compressor stations. 

The project contemplated by the application now before us in- 
volves, among other things, a change in the design of main-line facili- 
ties of Tennessee. As a result, Tennessee now proposes the elimina- 
tion—and nonconstruction—of 71,000 horsepower of compressor facili- 
ties previously authorized by order issued June 19, 1952, 11 F. P. C. 
1050, upon application of Tennessee at docket No. G-1573. 

The sales capacity of the pipeline facilities of Tennessee will be 
1,616,700 M. c. f. on the average design day * upon completion of the 
facilities for which authorizations are outstanding and will be 1,662,- 
956, M. c. f. on a system coincidental peak day.* 

The facilities proposed by the application herein are designed to 
increase the daily sales capacity of Tennessee to 1,728,390 M. c. f., 
which is an increase of 111.690 M. c. f. over that presently authorized. 
Additionally, there will be available to Tennessee from the Hebron 
Storage Field a maximum of 210,936 M. c. f. per day. 

Upon consideration of the record herein, we find adequate support 
for concluding that upon construction of the herein proposed facilities, 
together with facilities previously certificated, the sales capacity of 
Tennessee’s transmission system on its average design day will be 
1,728,390 M. c. f. Similarly, assuming that all customers receive 
their maximum contractual volumes, we find that Tennessee’s sales 
capacity on a coincidental system peak day would be 1, 985,378 M. c. f. 
including the withdrawal of 210,936 M. c. f. from the Hebron Storage 
Field. We further find that such capacity will be available on Tennes- 
see’s system after the elimination from projected construction of the 
71,000 horsepower of compressor facilities heretofore referred to, 
which were certificated by the Commission’s order issued June 19, 
1952, upon application of Tennessee at docket No. G-1573 

The additional transmission capacity proposed to be provided by the 
facilities covered by the application herein are intended to be used for : 

(a) The transportation of up to 49,728 M. c. f. of natural gas per 
day for Iroquois Gas Corp. from the Sheridan Field in Colorado 
County, Tex., to western New York State and northwestern Pennsyl- 
vania. The gas to be transported will be purchased by Iroquois from 


producers in the producing field pursuant to contracts hereinafter 
discussed ; and 


® Tennessee does not design its facilities on the basis of a coincidental peak day as do 
many of the companies appearing before this Commission. ‘This is so because Tennessee 
contends that such a day is never encountered on its system becauSe of the wide variation 
in temperatures in the large area traversed by its system. Actually, the so-called design 
day appears to be nothing more than the average day’s deliveries based upon estimated 
annual volume of sales. 

*All volumes herein stated are on a pressure base of 14.73 pounds per square inch 
absolute. See opinion No. 259, issued August 6, 1953, In the Matters of Algonquin Gas 
Transmission Co., et al., docket No. G-1319, et al., 12 F. P. C. 209, 217. 
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(b) The transportation of up to 69,914 M. c. f. of natural gas per 
day, and by utilizing authorized storage facilities the delivery of up 
to a total of 115,602 M. c. f. of natural gas on a peak day for Niagara 
Gas Transmission, Ltd. The gas to beso transported for Niagara will 
be delivered to Niagara at a point on the United States-Canadian inter- 
national boundary near Niagara Falls, N. Y. The gas to be so trans- 
ported by Tennessee will be purchased by Niagara from producers in 
the Rollover and Hog Bayou Fields situated in south Louisiana and 
the West Fulton Beach and Fulton Beach area situated in Arkansas 
County, Tex., pursuant to contracts which are hereinafter discussed. 

Since it has facilities available for storing gas, as well as other 
sources of natural gas supply, Iroquois expects to take delivery of its 
gas from Tennessee at a constant 100 percent load factor. 

Niagara, on the other hand, anticipates that its natural gas require- 
ments are such as to require delivery from Tennessee at load factors 
ranging between 50 percent and 54 percent annually. The applicants 
herein contemplate that during periods when Niagara’s daily require- 
ments are less than the full 61,914 M. c. f. available to it by direct deliv- 
eries of its purchased gas such difference in volume below require- 
ments will be stored by Tennessee for the account of Niagara and for 
subsequent delivery fo that company. Thus, it is contemplated that 
the peak day deliveries to Niagara will be a maximum of 115,602 M. c. f. 
which includes the direct delivery of 61,914 M. c. f. plus 53,688 
M. c. f. to be provided by Tennessee from the Hebron Storage Field. 
Actually, the storage gas will be delivered to Niagara by a displace- 
ment arrangement under which the 53,688 M. c. f. will be delivered 
to Niagara from the main-transmission system and an equivalent 
quantity taken from storage and delivered to Northeastern Gas Trans- 
mission Co. (Northeastern), a subsidiary of Tennessee. Thus, on the 
basis of a maximum deliverability to Tennessee of 210,936 M. c. f. per 
day from the Hebron Storage Field, Niagara will obtain the use of 
about 25 percent of such storage deliverability and Northeastern the 
remaining 75 percent. 

The design of the facilities proposed by the application herein at 
docket No. G-1969 assumed the granting of Tennessee’s application at 
docket No. G-2108 and the authorization of the increased sales and 
deliveries therein proposed to be made to Northeastern. The record 
shows that there is included in the amount of 1,728,390 M. c. f., which 
is estimated to be the average design day system capacity upon com- 
pletion of the facilities herein proposed, 284,070 M. c. f. estimated to 
be the design day requirement of Northeastern. Of this total require- 
ment estimated for Northeastern, 132,600 M. c. f. per day represents 
sales previously authorized. The remainder of 151,470 M. c. f. rep- 
resents the estimated design day requirement proposed to be pro- 
vided to Northeastern for resale in the markets for which it sought a 
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certificate at docket No. G-1568. Additionally, the design of Ten- 
nessee’s facilities is such that even with this contemplated increase sale 
to Northeastern there would still remain in its system 11,730 M. c. f. 
of unallocated sales capacity. 

By our opinion No. 259 and the accompanying order issued August 
6, 1953 at docket No. G-1319, et al., 12 F. P. C. 209, Zn the Matters of 
Algonquin Gas Transmission Co., et al., the Commission, among other 
things, authorized Tennessee to deliver to Northeastern additional 
volumes of natural gas only up to a maximum of 6,700 M. c. f. per day 
rather than the maximum of an additional 216,677 M. c. f. per day 
therein requested. By said opinion and accompanying order, the Com- 
mission required Tennessee to provide to the Louisville Gas & Electric 
Co. (Louisville) an additional volume up to 5,100 M. c. f. per day. 
Also, Tennessee was thereby required to provide an annual volume of 
5,500,000 M. c. f. to the North Penn Gas Co. (North Penn) and maxi- 
mum deliveries totalling 7,204 M. c. f. on the peak day to four Ten- 
nessee communities. 

On the basis utilized by Tennessee for the purposes of designing 
for its daily sales requirements, the above-mentioned additional 
demands upon Tennessee, including the additional deliveries proposed 
to be made to Northeastern as authorized by said opinion No. 259 
and accompanying order, would increase the design day sales require- 
ments of Tennessee by 13,250 M. c. f. Thus, there would remain 
unallocated available system sales capacity in the amount of 149,950 
M. c. f. However, the said opinion No. 259 and accompanying order 
also indicated an intention of the Commission to authorize Tennessee 
to serve additional requirements of Northeastern at such time as North- 
eastern is hereafter authorized to serve the so-called “fringe” markets 
in Massachusetts, New Hampshire and Maine. These additional re- 
quirements will utilize approximately 6,650 M. c. f. of the above-men- 
tioned unallocated capacity on Tennessee’s system. Thus, after provi- 
sion for these contemplated additional sales there would still remain 
available on Tennessee’s system in the year 1959 an estimated unallo- 
cated design day sales capacity of approximately 143,300 M. c. f° 
And this indicated additional sales capacity would remain available 
in Tennessee’s system upon construction of the facilities proposed by 
Tennessee in its application at docket No. G-1969 even if the trans- 
portation for Iroquois and Niagara is authorized. 

Estimates of market requirements of Iroquois Gas Corp. and Niag- 
ara Gas Transmission Ltd.—As noted hereinbefore, Tennessee by its 
application at docket No. G-1969 seeks authorization to provide 


SThere is not included in these estimates of increased design day requirements on 
Tennessee any volumes for North Penn, because that company has indicated its willing- 
ness to purchase from Tennessee on a “seller’s option” basis. Accordingly, it would not 
be necessary to include in Tennessee’s design any specific capacity for North Penn. 
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additional facilities to enable the transportation by it of up to 49,728 
M. c. f. of natural gas per day for Iroquois and up to 61,914 M. c. f. 
of natural gas per day for Niagara and by utilizing authorized 
storage facilities the delivery of up to a total of 115,602 M. c. f. of 
natural gas on a peak day to Niagara. 

The gas to be so transported for Iroquois is to be resold by that 
company and by two of its affiliates in the National Fuel Gas Co. 
system, namely, United Natural Gas Co. (United Natural) and Penn- 
sylvania Gas Co. (Pennsylvania Gas). Iroquois serves the city of 
Buffalo and adjacent areas in New York; United Natural serves a 
number of communities in Pennsylvania in the vicinity of Oil City 
and also a very small area in southeastern Ohio; and Pennsylvania 
Gas serves the cities of Erie, Warren, Corry and adjacent areas in 
Pennsylvania and the city of Jamestown and vicinity in New York. 
The record shows that the gas-supply requirements of these three 
affiliated companies are handled as a group and distribution of the 
supplies so available is made to the three companies according to their 
individual requirements. 

Natural gas is to be purchased by Iroquois in the Sheridan Field, 
Colorado County, Tex., and transported by Tennessee pursuant to a 
long-term agreement which provides for the delivery of approximately 
one-half of the gas to Iroquois in New York and approximately one- 
half to its two affiliated companies in Pennsylvania. Of the volumes 
to be delivered in Pennsylvania, United Natural plans to take approx- 
imately 14,900 M. c. f. per day and Pennsylvania Gas approximately 
9,950 M. c. f. per day. 

Tariff restrictions prohibiting the attachment of additional house- 
heating customers, except when and as additional supplies of gas 
become available, have been in effect in the areas served by Iroquois, 
United Natural, and Pennsylvania Gas since 1946. Even with the 
additiorial supplies of gas proposed to be provided by the transporta- 
tion arrangement with Tennessee, there is no prospect that these 
restrictions will be eliminated in the foreseeable future. As a matter 
of fact, the estimated requirements of these companies are such that 
the National Fuel Gas System has indicated a desire to buy an addi- 
tional 25,000 M. c. f. per day for delivery commencing in 1955, either 
on a transportation basis by purchase from the producers or on a 
contract demand sales basis. 

The evidence shows that there is a clear and convincing need for 
additional volumes of gas in the areas proposed to be served by the 
National Fuel Gas system companies with the gas to be provided 
through the proposed transportation arrangement with Tennessee. 

Tennessee now has connections with the facilities of Iroquois, United 
Natural, and Pennsylvania Gas in New York and Pennsylvania. 
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These companies propose to take deliveries from Tennessee at sub- 
stantially 100 percent load factor. Volumes not immediately resold 
to consumers will be placed in existing underground storage areas, 
for subsequent withdrawal during the heating seasons. In addition 
to the existing underground storage facilities these companies control 
other depleted natural-gas fields which can be readily developed into 
additional storage areas. 

The gas to be transported by Tennessee for Niagara will be pur- 
chased by Niagara from producers in the Rollover and Hog Bayou 
Fields, situated in south Louisiana, and the West Fulton Beach and 
Fulton Beach area in Aransas County, Tex., and will be delivered to 
Niagara at a point on the United States-Canadian international 
boundary near Niagara Falls, N. Y. 

Consumers Gas owns, controls and has the power to vote 65 percent 
of the outstanding voting securities of Niagara. Tennessee owns, 
controls and has the power to vote the remaining 35 percent of 
Niagara’s securities. 

Niagara proposes to transport the gas so received from Tennessee 
to a point near Toronto, where it will be resold to the Consumers Gas 
Co. (Consumers Gas) for resale for ultimate public consumption in 
the city of Toronto and the surrounding vicinity. Consumers Gas 
now serves 473 B. t. u. manufactured gas, but upon receipt of gas 
from Niagara it proposes to initiate straight natural-gas service. 

The record contains detailed evidence showing the natural-gas 
requirements of the area served by Consumers Gas and the economic 
feasibility of the operations proposed by it upon the advent of natural- 
gas service. These estimates show an expected increase in the number 
of customers of all classes now served of approximately 164,000 to 
approximately 198,475 in the fifth year of natural-gas service. The 
bulk of this expected increase is in the domestic space-heating 
classification and in the industrial classification. 

It is estimated that the domestic space-heating saturation in 
Consumers Gas market will be increased from the present of less than 
3 percent to approximately 17.5 percent in the fifth year of natural-ges 
service. Estimates of sales by Consumers Gas in the fifth year were 
shown as follows: 





Maximum Annual 
day M. c. f. M. c. f. at 
at 14.73 pounds! 14.73 pounds 
per square per square 
inch absolute | inch absolute 
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To increase its load factor of purchases, Consumer Gas proposes to 
utilize its present gas-manufacturing facilities for peak shaving pur- 
poses during the winter seasons. It is expected that this peak shaving 
will be in the neighborhood of 18,000 M. c. f. per day in the fifth year 
of natural-gas service. 

Upon full consideration of the record, we find ample support for 
concluding that there exists in the market to be served by Consumers 
Gas demands for the natural gas to be provided through the facilities 
of Tennessee and Niagara. 

Economic feasibility—lIt is estimated that the total cost of the 
facilities proposed to be constructed by Tennessee will be $91,718,000. 

These cost estimates are based on manufacturers’ quotations for the 
principal items of materials, catalogue prices for minor items of mate- 
rials, and Tennessee’s recent experience in the construction of trans- 
mission facilities. We find these estimates of cost of construction to 
be adequate and reasonable. 

The record contains detailed studies to show the economic justifi- 
cation for the construction and operation contemplated by Tennessee’s 
application at docket No. G-1969. Estimates of revenues and ex- 
penses reflected in such studies are based on the transportation, sale 
and delivery of approximately 131,570 M. c. f. of additional average 
design day capacity to Northeastern Gas Transmission Co. at 
the New York-Massachusetts State line.* This point of delivery 
would involve approximately 300 miles of additional transportation 
as compared with deliveries in the vicinity of Buffalo and 370 miles 
at the New York-Pennsylvania State line south of Buffalo. The rates 
and charges are the same for all deliveries by Tennessee within New 

York State. Hence, only deliveries in the State of Pennsylvania or 
south thereof along Tennessee’s line would be at lower rates but the 
transportation involved would be correspondingly less when com- 
pared with deliveries at the New York-Massachusetts State line as 
assumed in the economic studies. Consequently the ratio of revenues 
to expenses for the sales of the excess capacity of 131,570 M. c. f. in 
Tennessee’s line, upon completion of the facilities involved in docket 
No. G—-1969, should not be less favorable than that shown in the study 
involving sales at the New York-Massachusetts State line. 

Furthermore, as Tennessee’s deliveries to Northeastern are limited 
to 231,000 M. c. f. per day, the need for certain facilities, already 
authorized but not yet constructed in New York State west of the 
Massachusetts boundary may no longer be required. There can be no 
justification for construction of such facilities and Tennessee will be 

* Hereinbefore we have found that the sales capacity of existing and authorized facili- 
ties of Tennessee have an unallocated sales capacity of approximately 143,300 M. c. f. per 
day. However, the design of Tennessee’s facilities contemplated an unallocated capacity 


of “cushion” in the amount of 11,730 M. c. f. on the design day, and the economic studies 
were prepared on this basis. 
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expected to show fully such savings as will accrue when it files the 
application hereafter required for authority to sell and deliver that 
portion of the capacity to be provided under docket No. G-1969, as 
yet unallocated. 

The estimated revenues used in this study were computed on the 
basis of increased rates proposed by Tennessee and the subject of pro- 
ceedings before the Commission at docket No. G-2052. At the time of 
the introduction of the study in this record, the increased rates of Ten- 
nessee were being collected under bond subject to further order of the 
Commission in those proceedings. By order issued July 28, 1953, at 
docket No. G-2052, In the Matter of Tennessee Gas Transmission Co., 
12 F. P. C. 1096 the Commission approved a settlement of the rate 
proceedings and directed the company to file a revised F. P. C. gas 
tariff in accordance therewith. The effect of the approved settlement 
was to permit Tennessee to put new rates into effect which would re- 
sult in an estimated increase of $13,708,273, based upon system opera- 
tions for the test year 1952, rather than the increase of $16,900,000 
contemplated by the rate filings of Tennessee. Thus, the increase in 
total revenues is about 19 percent less than proposed by Tennessee. 

In estimating the Federal tax on income, Tennessee has assumed a 
continuation through the year 1959 of the presently applicable tax 
rates. In commenting upon a similar situation in the matters then 
before us, we stated in our previously mentioned opinion No. 259 that 
(12 F. P. C. 209, 220; see also p. 221) : 

In so doing, the company ignores the fact that present Federal income tax 
laws provide that for taxable years beginning after March 31, 1954, the normal 
tax shall be reduced from the present 30 percent to 25 percent with the surtax 
continuing at the present rate of 22 percent.** So long as the revenue statutes 
remain as they are at present, it should be presumed that they will be effective 
in the manner provided. The statute constitutes the only law on the subject 
and remains effective until changed. 

We adhere to the view there expressed. 

While the effect of such a reduction in estimated Federal taxes on 
income may not fully offset the indicated reduction in estimated 
revenues resulting from the rate order issued July 28, 1953, it will to 
a large extent offset the effect on the annual rates of return reflected 
in the economic study presented by Tennessee in support of the appli- 
cation here under consideration. 

The economic study in support of this application at docket No. 
G-1969 is a superimposition upon a similar study presented in support 
of Tennessee’s application at docket No. G-2108 showing the effect of 
the cost of additional facilities, increased operating expenses, and also 


**Section 13 (b) (3) of the Internal Revenue Code, 26 U. 8S. C. 13 (b) (3). 
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increased revenues to be derived from the operations proposed. A 
comparison of the indicated rates of return shown in the two economic 
studies is as follows: ’ 


1955 1956 1957 1958 1959 
Docket No. G—2108 &s as ot & (2) 
Bg Re ee ey a nee 6&4 56 57 60 5. 9 
1 No estimate. 


The foregoing, and other facts of record, lead us to the conclusion 
and we find that the proposed construction and operations contem- 
plated by the application of Tennessee are economically feasible. This 
finding and conclusion is based upon the recognition that there is 
available to Tennessee in the area which it serves a market for the 
natural-gas service which can be provided by utilization of the unal- 
located sales capacity of 131,570 M. c. f. which we find will exist on 
Tennessee’s system upon completion of the facilities proposed in 
docket No. G—1969, as well as those heretofore authorized and to be 
constructed. However, in keeping with our established practice and 
policy, we find that under the circumstances here present, the public 
interest requires that we condition our order authorizing the construc- 
tion of the facilities involved in docket No. G-1969 to provide that 
Tennessee shall not later than January 1, 1954, file an appropriate 
application for authority to sell and deliver all such unallocated capac- 
ity subject to the approval of the Commission. Upon its failure so 
to do, authorization herein granted with respect to docket No. G-1969 
shall be without force or effect. 

Gas supply of Iroquois Gas Corp. and Niagara Gas Transmission 
Ltd.—lIroquois has entered into separate contracts with six producers 
for the purchase of natural gas to be produced in the Sheridan Field. 
This field is operated as a unit for the benefit of these six producers. 
Under these contracts Iroquois is to receive up to 49,728 M. c. f. of 
natural gas per day throughout the terms of the contracts which ex- 
pire November 1, 1974. 

Under each of these gas purchase contracts, from November 1, 1954, 
or such earlier date upon which delivery into the facilities of Iroquois 
is begun, to November 1, 1957, Iroquois will pay a base price of 16.5 
cents per M. c. f. at a pressure base of 14.65 pounds per square inch 
absolute. On November 1, 1957, and at the end of each 4-year period 
thereafter, the base price is to be increased one cent per M. c. f. 

Estimates prepared by the conventional volumetric method indicate 
that the original recoverable natural-gas reserves available from the 
acreage covered by these contracts were 1,057,215,000 M. c. f. 


7™The decrease in 1959 below the return indicated for 1958 is attributed to an increase 
in the unit cost of natural gas purchased estimated to occur in the year 1959. 
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Purchases by Iroquois under these contracts are estimated to total 
382,713,000 M. c. f. during the contract period. One of the contracts 
is subject to an earlier contract under which it is estimated that de- 
liveries totalling 121,595,000 M. c. f. will be made during the years 
1959 through 1969. Thus, with a total delivery of 504,308,000 M. c. f. 
during the period covered by Iroquois’ contracts, it is estimated that 
at the end of that period there will remain in the reservoirs a total 
of 552,897,000 M. c. f. of recoverable—but unproduced—gas. 

The record also contains a further study of “Deliverability calcula- 
tions” which shows that the full contracted volume of 49,728 M. ec. f. 
per day can be delivered to Iroquois throughout the contract period 
and that the prior commitments of the producers to other purchasers 
can also be fully met during this same period. 

Niagara has entered into three gas purchase contracts covering a 
total delivery of up to 61,920 M. c. f. per day for a period expiring 
November 1, 1974. Two of the contracts are with producers and call 
for the delivery of gas produced in the Hog Bayou Field and Fulton 
Beach and West Fulton Beach area. The third gas purchase contract 
is with a company engaged in the gathering, transporting and selling 
of natural gas produced by others. The last-mentioned contract pro- 
vides for the sale and delivery to Niagara of gas produced in the 
Rollover Field. 

It is estimated that there is available to Niagara under these con- 
tracts a total of 557,569,000 M. c. f. of natural gas. Since Niagara’s 
purchases under these contracts are estimated to total only 415,860,000 
M. c. f. during the contract term, the reserves estimated to be available 
to it are more than adequate to meet its requirements. 

A “Deliverability Summary” introduced in the record shows that 
production from these fields is estimated to be at least sufficient to 
meet Niagara’s demands thereon in each of the years covered by the 
contracts. 

We find, therefore, that the natural-gas reserves estimated to be 
available to Iroquois and Niagara under the aforementioned contracts 
are sufficient to justify the conclusion that the facilities herein pro- 
posed by Tennessee for the transportation of such volumes of gas will 
be required for this purpose throughout the period of the transporta- 
tion agreements. 

Financing.—Tennessee proposes to finance construction of the 
facilities herein proposed in conjunction with the financing of other 
facilities heretofore authorized by the aforesaid order issued June 
19, 1952, at docket Nos. G-1573, et al., which are proposed to be but 
have not as yet been constructed. Tennessee plans to provide funds in 
the total amount of $193,000,000 by the sale of securities as follows: 
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First mortgage pipe line bonds: 
414 percent series due 25, 000, 000 
414 percent series due 1! 30, 000, 000 
41% percent series due If 28, 000, 000 
41% percent series due 


Debentures : 
4% percent series due 
4% percent series due 


Total 


Preferred stock : 
5.25 percent 8 15, 000, 000 
Common stock 


The bonds are proposed to be sold at public competitive bidding. 
Tennessee has not yet determined the maner in which other securities 
will be sold. In March 1953, Tennessee sold at competitive bidding 
a $30,000,000 bond issue at a coupon of 41% percent, and a net cost 
to the company of 4.1 percent. The company also recently sold 
1,000,000 shares of common stock at $21.25 per share. 

The 4% percent interest rate estimated for the debentures was 
assumed on the basis that generally junior debt issues as compared 
to the senior debt issue of the same company would have a spread of 
approximately three-fourths of 1 percent. 

Tennessee’s plans for projected construction contemplate the com- 
pletion in 1956 of the facilities herein proposed as well as facilities 
heretofore authorized and to be constructed. Tennessee estimates that 
at such time its investment in gas plant, at original cost, will be 
$740,203,374. It is also estimated by Tennessee that at December 31, 
1955, when its long-term debt is indicated to be greatest, the ratio of 
long-term debt to total capitalization will be 70.0 percent. At that 
date it is also estimated that preferred stock will represent 12.7 per- 
cent and common stock and retained earnings 17.3 percent of the total 
capitalization. It is further estimated that the debt ratio will decline 
each year thereafter so that by the end of 1959, the last year shown, 
the debt ratio will be 63.3 percent, and preferred stock will represent 
13.6 percent and common stock and retained earnings 23.1 percent 
of the total capitalization. 

We find this plan of financing to be reasonable and acceptable. 

Proposed rates of Tennessee for transportation of gas.—Tennessee 
has entered into precedent agreements with Niagara and Iroquois 
which provide that, upon the fulfillment of certain conditions therein 
set forth, the parties will enter into agreements in the forms attached 
to the precedent agreements. These forms of agreements provide, 
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among other things, that Tennessee will render specified transporta- 
tion service for the other parties. The term of each expires November 
1, 1974. 

Both forms of agreement propose a rate based upon Tennessee’s 
rate for transportation deliveries in its Northern rate zone as in effect 
under bond during the aforesaid proceedings at docket No. G—2052. 
This rate included a demand charge of $2.65 per M. c. f. per month 
and a commodity charge of 12.6 cents per M. c. f. of gas transported. 
However, since that time the Commission issued its previously men- 
tioned order at docket No. G-2052, which, among other things, pre- 
scribed that Tennessee’s rate for transportation service in its Northern 
zone should consist of a demand charge of $2.50 and a commodity 
charge of 11.7 cents. 

The only service now rendered by Tennessee under the foregoing 
rate is that which is provided The Manufacturers Light & Heat Co. 
(Manufacturers). The gas transported for Manufacturers under 
this rate is delivered to that company at a point near Pittsburgh, Pa., 
in Tennessee’s Northern zone, which is its fourth rate zone, consisting 
of Ohio and Pennsylvania. 

As previously noted, approximately one-half of Iroquois’ gas would 
be delivered at points in northwestern Pennsylvania to two affiliates 
of that company; namely, United Natural and Pennsylvania Gas. 
The remaining half is to be delivered to Iroquois at a point in western 
New York, near Buffalo. The deliveries to Iroquois will be made in 
Tennessee’s New York zone or fifth rate zone. The deliveries to its 
affiliates will be made in the Northern zone, which is Tennessee’s 
fourth rate zone. 

All of Niagara’s gas will be delivered to it at a point on the United 
States-Canada international boundary about 45 miles north of Buf- 
falo through submerged pipelines crossing the Niagara River at the 
northern end of the 45-mile 20-inch spur line which Tennessee pro- 
poses to construct to provide service to Niagara. The deliveries to 
Niagara will be made in Tennessee’s New York zone or fifth rate zone. 

In explanation of Tennessee’s proposal to charge the Northern zone 
rate for the transportation of gas to be delivered in the State of New 
York, which is outside of the Northern zone, the principal witness of 
Tennessee explained that it had been determined that the mileage in- 
volved in the transportation of gas for these companies from the point 
of receipt of gas from the producers was approximately the same as 
that involved in the transportation for Manufacturers. From this, he 
stated, it was reasoned that the charges should be the same. This, 
however, does not appear to be the basis upon which Tennessee has 
previously fixed its transportation rates. Nor is it the basis used in 
arriving at such rates as prescribed by said order issued July 28, 1953. 
The record indicates that the transportation rates have heretofore 
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been fixed by Tennessee by deducting from the commodity charge in 
the contract demand sales rate for the applicable zone the estimated 
amount included therein as the cost per unit of natural gas purchased 
by Tennessee. The demand charge is identical in the sales and trans- 
portation schedules. The rates prescribed by the order issued July 28, 
1953, at docket No. G-2052, conform to this practice of Tennessee. On 
the basis of this record, it would appear that this practice should be 
applied consistently to the transportation deliveries proposed to be 
made to Iroquois and Niagara in Tennessee’s New York or fifth rate 
zone. 

As prescribed by that order, the demand charges for contract de- 
mand sales and transportation services are the same in the respective 
zones. The commodity charge fixed for transportation service in the 
Eastern zone is 9.26 cents less than the commodity charge prescribed 
for sales under rate schedule CD-3 for contract demand service in that 
zone. Similarly, the commodity charge prescribed for transportation 
service in the Northern zone is 9.27 cents less than the commodity 
charge fixed for sales under rate schedule CD-4 for contract demand 
sales in this same zone. 

Although said order issued July 28, 1953, does not prescribe a rate 
for transportation service to the New York zone, it appears that it 
should be made up of a demand charge of $3 per M. c. f. per month, 
which has been prescribed for rate schedule CD-5 for contract demand 
sales in this zone, and a commodity charge which would be the com- 
modity charge of 24.88 cents prescribed for rate schedule CD-5 less 
9.26 cents or 9.27 cents, whichever is shown to be the most appropriate. 

The record indicates that Tennessee proposes to render service to 
Niagara under conditions differing from those governing transporta- 
tion service for others. In the case of its present transportation rates 
and the transportation rate proposed for Iroquois, the rate is a con- 
tract demand type under which the demand charge is determined by 
multiplying the demand rate by the contract demand fixed in the 
agreement. A high minimum take-or-pay-for provision (75 percent) 
is also proposed for Iroquois. The level of the take-or-pay-for provi- 
sion of Tennessee’s present transportation rate is to be reduced from 
75 percent to 6634 percent as a result of the order at docket No. G-2052, 
previously mentioned. This type of rate schedule parallels Tennes- 
see’s contract demand type of rate schedule, which applies to sales to 
customers which have their own production and storage. 

For Niagara a different type of transportation rate is proposed. It 
would be a two-part rate with the same demand and commodity com- 
ponents, but the billing demand would be the highest actual delivery 
during the past 12 months and the minimum bill would be the demand 
charge only. In addition, the proposed agreement with Niagara pro- 
vides a development period ceiling fixed at the 70 percent load factor 
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price under the two-part rate for the first 3 years of service. This type 
of transportation rate would parallel Tennessee’s general service rate 
schedules which are available only to customers who do not have 
natural-gas production or storage. 

The record shows that Tennessee’s principal witness, when ques- 
tioned about the difference in minimum bill provisions, explained that 
Niagara had been given favored treatment in this respect because it 
would depend entirely on Tennessee for its natural-gas supply, 
whereas Iroquois has other sources of supply and would take from 
Tennessee at a 100 percent load factor. It does not appear unduly 
preferential to offer Iroquois and Niagara the types of rates which 
have been proposed, but rather that they appear to be consistent with 
Tennessee’s sales rate structure. 

Upon consideration of the foregoing, we find that the certificate 
herein issued to Tennessee should be conditioned to require the filing 
by that company of rate schedules in conformity herewith and satis- 
factory to the Commission for the service proposed to be provided to 
Iroquois and Niagara, which schedules shall not be unduly discrim- 
inatory or preferential either as to rates or provisions of service. 

The record shows that all gas proposed to be transported for the 
account of Iroquois will be owned by that company, although a part 
thereof will be delivered to its affiliates. Iroquois proposes to charge 
United Natural and Pennsylvania Gas for the volumes of gas de- 
livered to them by Tennessee under this arrangement. However, Iro- 
quois does not have now on file with the Commission a tariff covering 
such proposed sales. Accordingly, we find that the certificate issued 
to Tennessee should also be conditioned to provide that no deliveries 
shall be made by Tennessee to United Natural or Pennsylvania Gas 
for the account of Iroquois until and unless Iroquois shall have filed 
a tariff satisfactory to the Commission governing proposed sales by it 
to United Natural and Pennsylvania Gas. 


TENNESSEE Gas TRANSMISSION Co. AND Nracara Gas TRANSMISSION 
Lrv.—Docket No. G—1921 


By their amended joint application at docket No. G-1921, Tennes- 
see and Niagara request the Commission to issue an order, pursuant to 
section 3 of the act, authorizing the exportation from the United 
States to Canada of the gas proposed to be transported by Tennessee 
for Niagara as hereinbefore discussed. 

Objections to this proposed exportation of natural gas have been 
interposed by Trans-Canada Pipe Lines Ltd. (Trans-Canada), an 
intervener herein, and certain other interveners representing coal, 
labor, and railroad interests. Many of the issues and questions raised 
by these interveners have been hereinbefore discussed in our con- 
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sideration of Tennessee’s application at docket No. G-1969. Further 
discussion of these points is neither justified nor required. 

It is urged that the right to export natural gas should be denied 
because there is a large unsatisfied demand for natural gas in the 
United States. Further, it is contended that the proposals now before 
us constituted an effort by Tennessee to “get its foot in the door” of 
a foreign market. It is said that, if these authorizations are granted, 
further requests will probably be made by Tennessee for authoriza- 
tions to export greater volumes of natural gas to serve expanding 
demands of this foreign market. 

We recognize, of course, that there is a large unsatisfied demand 
for natural-gas service in the United States. However, there is no 
showing here that the interests of unsatisfied—or unserved—markets 
for natural gas, or consumers in such areas, would be better served if 
these proposals to export limited volumes of gas were denied. The 
exportation of natural gas herein authorized is limited to specific 
volumes. Additional volumes may not be exported without further 
specific authorization under the provisions of the Natural Gas Act. 

Trans-Canada contends that natural gas will be available from 
Canadian reserves in the near future for distribution in the Canadian 
markets to be served with the natural gas herein proposed to be ex- 
ported. But the record does not support this contention. 

Trans-Canadian, a Canadian corporation, and possibly others, have 
advanced proposals for the transportation and sale of Canadian-pro- 
duced gas to all Canadian markets, including Toronto. The record also 
shows that specific authorizations from the Provincial and Federal 
governments of Canada are required before such projects are possible. 
But there is no showing here that any such authorizations have been 
granted or that they will be either in the near future or at any time. 
These are matters peculiarly within the jurisdiction and authority of 
Canadian authorities. 

Under strikingly similar circumstances, when an intervener op- 
posed the export of 31,275 M. c. f. per day to Mexico by Reynosa Pipe 
Line Co. (Reynosa), we said : 

Compania (the intervener) contends that if Reynosa is not authorized to 
export natural gas to Mexico, then it will construct a pipeline parallel to its 
existing pipeline for the purpose of serving the Monterrey market, including 
the requirements of the industrial group. Whether Compania should be allowed 


to construct such a pipeline is, of course, a matter that concerns the Mexican 
Government rather than this Commission (5 F. P. C. 130, 134). 


We adhere to that position. We can concern ourselves with only 
those matters committed to our jurisdiction by the Natural Gas Act. 

On behalf of the coal, labor, and railroad interests, it is further 
urged that the export of natural gas for consumption in the Toronto 
market will have a serious economic impact upon these interveners. 
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Too, they argue that the export should be denied so that natural gas 
may be retained in the United States for use by its citizens. This 
latter point we have already considered. 

It is no doubt true that the carrying of additional volumes of gas 
from the fields of production to a market where it will be sold and 
consumed will have some effect upon other competing fuels, such as 
bituminous and anthracite coal, as well as the carriers thereof and 
the labor involved in their production. The same conclusion could be 
reached with respect to fuel oil. However, we have never found 
justification for concluding that natural gas should not be made 
available to a market because natural gas might be preferred as fuel 
by some consumers in lieu of other fuels then in use, whether coal 
or others. Nor do we find in this record a basis for so concluding. 

Upon full consideration of the record, as well as all points made 
in opposition to the proposed exportation of natural gas, we are of 
the opinion that there is no basis for finding that the proposed 
exportation will not be consistent with the public interest. Accord- 
ingly, pursuant to the requirements of section 3 of the Natural Gas 
Act, we shall issue an order authorizing the exportation of natural 
gas in accordance with the amended joint application of Tennessee 
and Niagara. We do, however, find that the public interest requires 
that the authorization granted be conditioned to provide that: 

(a) Tennessee shall not deliver to Niagara in any year (May 1 of 
any year to May 1 of the next succeeding year) in excess of 22,600,000 
M. c. f. of natural gas (measured at 14.73 pounds per square inch 
absolute) and not in excess of 115,600 M. c. f. at the same pressure 
base in any day: Provided that in any year when there is a 29th day 
in February, the annual quantities stated above may be increased by 
62,000 M. c. f. (measured at 14.73 pounds per square inch absolute). 

(b) The operations authorized shall be accomplished by Tennessee 
and Niagara in exact accordance with the terms and provisions of the 
form of contract identified as “exhibit A” to the “precedent agree- 
ment” between such parties, dated February 6, 1952, being exhibit No. 
Ex-49. in the record of these proceedings. 

(c) No exportation of natural gas shall be made by Tennessee or 
Niagara (i) unless and until a presidential permit is issued pursuant 
to the application therefor at docket No. G-1922, or (ii) after the 


issuance of a presidential permit except in exact compliance with its 
terms and provisions. 


TENNESSEE GAS TRANSMISSION Company—Docxer No. G—1922 


By its application at docket No. G-1922, Tennessee seeks, in accord- 
ance with executive order No. 8202 and sections 153.10 and 153.11 of 
the Commission’s general rules and regulations, a presidential permit 
authorizing the construction, operation, and maintenance of natural- 
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gas pipeline facilities to be used for the aforementioned exportation 
of natural gas from the United States to the Province of Ontario, in 
the Dominion of Canada. 

The proposed facilities consist of a submerged crossing of two 20- 
inch diameter pipe lines extending across the Niagara River at a point 
near Niagara Falls, N. Y. Such facilities will connect a spur line 
proposed by the application at docket No. G—-1969 to be constructed 
by Tennessee from its main pipeline facilities at a point near Buffalo, 
N. Y., with the facilities of Niagara proposed to be constructed in the 
Province of Ontario. The portion of such facilities located in the 
United States will be owned and operated by Tennessee and the facili- 
ties located in Canada will be owned and operated by Niagara. 

Since the requested Presidential permit is an absolute prerequisite 
to the construction, operation, and maintenance of these facilities 
necessary to the proposed exportation, we find that the certificate to 
be issued to Tennessee and Niagara as applied for at docket No. G—1921 
should be conditioned upon the issuance of the Presidential permit 
and our order herein will so provide. 


FURTHER FINDINGS 


In reaching the findings, conclusions, and decisions herein, the Com- 
mission has considered the evidence of record, the briefs filed, including 
the proposed findings and conclusions submitted by parties to the 
proceedings, and the oral arguments in support thereof. On the basis 
of the record herein, the proposed findings and conclusions submitted 
for the Commission’s consideration are hereby rejected except so far 
as the same have been adopted in this opinion and order. 

Upon consideration of the foregoing and the entire record the Com- 
mission further finds: 

(1) Tennessee Gas Transmission Co., a Delaware corporation, hav- 
ing its principal place of business in Houston, Tex., is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore 
found in the proceedings at docket Nos. G-808, et al., 6 F. P. C. 122. 

(2) Niagara Gas Transmission Ltd., a Canadian corporation, hav- 
ing its principal place of business in Toronto, Ontario, Canada, and 
Tennessee are each a “person” within the meaning of sections 2 (1) 
and 3 of the act. 

(3) The proposed exportation of natural gas by Niagara and Ten- 
nessee will be consistent with the public interest and should be author- 
ized as hereinafter ordered and conditioned. 

(4) The facilities which Tennessee proposes to construct are in- 
tended to be used as integral parts of its existing pipeline system, as 
more fully described in the application at docket No. G-1969, for the 
transportation and sale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission and the construction and oper- 
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ation thereof are subject to the requirements of subsections (c) and 
(e) of section 7 of the act. 

(5) The construction and operation of facilities as proposed by the 
amended application of Tennessee at docket No. G-1969 are required 
by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered, upon the terms and conditions 
of the order, which terms and conditions are reasonable and required 
by the public convenience and necessity. 

(6) Tennessee is able and willing properly to do the acts and to per- 
form the service proposed by its amended application at docket No. 
G-1969 and to conform to the provisions of the act and the require- 
ments, rules, and regulations of the Commission thereunder. 

The Commission orders: 

(A) Tennessee Gas Transmission Co. and Niagara Gas Transmis- 
sion Ltd. be and they are hereby authorized to export natural gas from 
the United States to the Dominion of Canada in the manner, to the 
extent, upon the conditions, and at the point specified in their joint 
application at docket No. G-1921, subject to the following terms and 
conditions: 

(1) No such exportation of natural gas shall be made by Tennessee 
or Niagara (1) unless and until a presidential permit is issued pur- 
suant to the application therefor at Docket No. G—1922, or (2) after 
the issuance of a presidential permit except in exact compliance with 
its terms and provisions. 

(ii) The operations hereby authorized shall be accomplished by 
Tennessee and Niagara in exact accordance with the terms and pro- 
visions of the form of contract identified as “exhibit A” to the “pre- 
cedent agreement” between these parties, dated February 6, 1953, being 
exhibit No. Ex—49 in the record of these proceedings and not otherwise. 

(iii) Tennessee shall not deliver to Niagara in any year, whether 
from storage facilities or otherwise, volumes of natural gas in excess 
of volumes delivered to Tennessee for the account of Niagara during 
that year (May 1 in any year to May 1 of the succeeding year). 

(iv) Tennessee and Niagara shall each make, keep, and preserve 
full and complete daily records of volumes of natural gas received 
by Tennessee for the account of Niagara, volumes stored by Tennessee 
for Niagara, and volumes delivered by Tennessee to Niagara, and shall 
each file with the Commission, yearly reports showing, by months, the 
quantities of natural gas exported during the preceding calendar 
year, together with the volumes exported on the peak day of each 
month. 

(v) The authorization hereby granted may be modified from time 
to time or terminated, after opportunity for hearing, upon further 
order of the Commission, but in no event shall such authorization 
extend beyond the date of termination of such presidential permit 
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as may be granted to Niagara and Tennessee pursuant to their 
application at docket No. G—1922. ie 

(vi) This authorization to export natural gas from the U nited 
States shall not be transferred in any manner whatsoever, but shall 
continue in effect for a reasonable time in the event of the involuntary 
transfer of facilities used thereunder by operation of law (including 
such transfers to receivers, trustees, or purchasers under foreclosure 
of judicial sale) pending the making of an application for permanent 
authorization and decision thereon, provided notice is promptly given 
in writing to the Commission, accompanied by a statement that the 
physical facts relating to sufficiency of supply, rates, and the nature 
and use remain substantially the same as before the transfer. 

(vii) This authorization shall be effective only so long as Ten- 
nessee and Niagara comply with the conditions of this order and con- 
tinue the operations hereby authorized in accordance with the provi- 
sions of the Natural Gas Act, and any pertinent rules, regulations, 
or orders heretofore or hereafter issued by the commission. 

(B) A certificate of public convenience and necessity be and the 
same is hereby issued authorizing Tennessee to construct and operate 
the facilities hereinbefore referred to, which are more fully described 
in the application at docket No. G-1969, for the transportation and 
sale of natural gas as therein set forth, subject to the jurisdiction of 
the Commission, upon the terms and conditions of this order. As 
a condition attached to the exercise of the rights granted under the 
certificate issued herein, Tennessee shall file with the Commission: 

(i) Tennessee shall not later than January 1, 1954, file an appro- 
priate application pursuant to section 7 (c) of the Natural Gas Act 
and applicable rules and regulations thereunder, for authority to sell 
and deliver, subject to the approval of the Commission, all unallocated 
capacity in its gas transmission system which, with the construction 
of previously authorized facilities, will result in unallocated capacity 
of approximately 131,570 M. c. f. with the completion of facilities 
herein authorized. 

(ii) At least 60 days prior to the commencement of the transporta- 
tion hereby authorized to be performed for Iroquois and Niagara, in 
accordance with part 154 of said general rules and regulations a rate 
schedule or schedules satisfactory to the Commission. 

(iii) Tennessee shall not deliver any natural gas to United Natural 
Gas Co. or Pennsylvania Gas Co. for the account of Iroquois Gas 
Corp. unless and until Iroquois shall have on file and effective, a gas 
tariff, satisfactory to the Commission, governing sales of natural gas 
by Iroquois to United Natural and Pennsylvania Gas. 

(C) The certificate hereby issued is not transferable, and it shall 
be effective only so long as Tennessee continues the operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, 
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and any pertinent rules, regulations, or orders heretofore or hereafter 
issued by the Commission. 

Commissioner Smiru dissenting. 

Commissioner Diesy not participating. 


SmitrH, Commissioner, dissenting: 

I am no less anxious than is anyone else who is genuinely concerned 
with the economic welfare of New England that the unfortunate com- 
petitive struggle over natural-gas service to that region be resolved 
amicably and without a continuation of the controversies and delays 
which already have affected the public interest so adversely. How- 
ever, in opinion No. 259 finally disposing of the New England matter, 
we unanimously followed the procedural recommendation made by 
our general counsel during the oral argument, stating, with evident 
sincerity, that 

The Commission can neither be limited in its action upon separate applications 
properly before it, nor can it be confined (by parties to the proceedings) to the 
proposed settlement as set out in the letter of July 1, 1953 * * *. We will, 


therefore, base our entire determination on the record before us and in full 
conformity with the requirements of the Natural Gas Act.’ 


We could not, and should not, do otherwise. Accordingly, as the 
majority points out in its opinion herein, the dockets now at issue 
were served from the matters there disposed of, with which they had 
been consolidated for purposes of hearing. Our determination of 
these cases must be in accordance with our own best independent judg- 
ment of the facts and in accordance with the standards established by 
the applicable provisions of law. These standards require that we 
authorize the transportation of natural gas for hire by Tennessee for 
Iroquois if the public convenience and necessity so require, and the 
transport and the exportation of natural gas for the use of Consumers 
through the facilities of Tennessee and their wholly owned subsidiary, 
Niagara, unless we find that this will not be consistent with the public 
interest (of the United States). I am unable to agree with my col- 
leagues that these statutory tests have been met upon the record now 
before us in respect of either of these two matters which, as they have 
been presented in relation to the facilities and service proposed by 
the applicants, appear to be more or less firmly interrelated, although 
it would seem that this would not necessarily be the case as either a 
physical or an economic proposition. 

First, as to the proposed export, it is of course obvious that the 
volume of gas presently involved is but a drop in the bucket, whether 
considered in relation to Tennessee’s system capacity and gas supply 
or compared with the total proven gas reserves of the United States. 
It is also a fact, however, that the amount of gas to which the expor- 
tation is now limited under the terms of the contract and the Com- 


112 F. P. C. 209, 215. 
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mission’s present order are based on what appear to be exceedingly 
conservative estimates of the Toronto market requirements for the 
first 5 years of service. Even so they will fall so far short of meeting 
the total demands of that service area alone that it is estimated that 
peak-shaving on a maximum day will amount to nearly 15 percent 
of the total sendout during the fifth year, at which time the gas burned 
for industrial uses will have grown from less than one-third to about 
one-half of the volume of the annual sales.’ 

The majority opinion brushes aside the “foot in the door” argument 
by pointing to the fact that additional specific authorization by us 
will of course be required if volumes in excess of those now contracted 
for are to be exported. This, it seems to me, begs the question. If 
with our sanction an American supplier is now authorized to serve 
this market in a friendly neighboring country, there may well turn 
out to be at least an implied undertaking—if not an obligation—to 
make it possible for that supplier to meet proven reasonable additional 
demands as they may develop in this or nearby Canadian markets. 

This Commission has frequently expressed concern in recent cases 
involving natural-gas supply and usage in the United States markets 
over the decline of the indicated survival life of proven gas reserves 
from about 3214 years in 1946 to 27 years at the beginning of 1951 
to only 2414 years at the beginning of 1953. It is not my position that 
this decline should, of itself, require a policy of absolute embargo 
against any and all export of this irreplaceable natural resource. 
Manifestly such a policy would not be conducive of the maintenance 
of harmonious and mutually advantageous trade relations with our 
neighbors to the north and south. There is, furthermore, the likeli- 
hood that this country may become a desirable market for their 
excess natural-gas production. Certainly all the circumstances and 
conditions of each and every case should be weighed carefully. But 
it is a factor to be considered; and there is every indication that 
other nations, in their trade relations with us, are careful to give 
full priority to all domestic needs. 

In my view it is no answer to the current problem to point out that 
present exports of natural gas to Mexico greatly exceed in annual 
volume those now authorized, and here proposed to be exported on 
a firm daily basis, to Canada. In certain cases of the exportation 
of Texas gas for use in Mexico, for example, the Commission has 
specifically found that the volume to be exported was not needed to 
supply the requirements of the company’s customers in the United 
States and hence would not impair its ability to render adequate 


2It may be noted that this anticipated trend is directly counter to the usual pattern 
of development when natural gas is introduced into new markets in the United States, where 
it is not uncommon for interruptible industrial sales to be relied upon to carry the load 
during the period when residential and commercial sales are being promoted. 
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service there.* In other instances the records have contained strong 
representations in support of the application by official representatives 
of the Mexican Government through our own State Department in 
a situation in which it alleged that no acceptable substitute fuels were 
available, and ample evidence of the fact, at the time the exportation 
was authorized, that no feasible market for the gas involved existed 
in this country.* 

All of these favorable elements are lacking in the instant case. 
While, as the majority points out, there is no assurance that the par- 
ticular gas (though not Tennessee’s system capacity) to be trans- 
ported for Consumers and Iroquois would otherwise be available to 
Tennessee and its customers, it nevertheless follows that, if its expor- 
tation were precluded, that gas would of necessity be subject to utili- 
zation within the United States; intervenors have shown a substantial 
displacement of fuels now used in the Toronto area; the Canadian 
authorities have not made any official representations on this record 
for or against the project. To what extent this may be due to the 
pendency of the Trans-Canada proposal to carry gas from the western 
to the eastern Provinces, which is admittedly beyond our jurisdiction, 
can be only a matter of conjecture. Our conclusions here cannot be 
based on speculations as to the future of, and Canadian attitude 
toward, such an uncertain project. Nevertheless it is alleged in this 
record that, by skimming the cream of the Toronto markets, the ex- 
portation now authorized may render infeasible Trans-Canada’s pro- 
posed service to certain of its anticipated eastern markets. Under 
these circumstances it seems to me that we should defer action on the 
export pending official action by Canada on the subject, which this 
record shows is now before its responsible officials. 

We have steadfastly refused to permit the substantial increase, or 
conversion to a firm daily basis, of the exports of natural gas for stor- 
age in western Ontario® which Panhandle Eastern has persistently 
urged, on the ground that the gas available in this pipeline should 
always be subject to the prior claims of consumers within the United 
States. Accordingly, all of Panhandle’s exports have been condi- 
tioned by this Commission, not in accordance with the proposals of 
Panhandle and its Canadian customer, but subject to complete inter- 

SE. g., Teras Gas Utilities Co., docket No. G-117, orders of December 20, 1938, and 
September 10, 1940; docket Nos. G-239 and G-358, 6 F. P. C. 321 (1947) ; 9 F. P. C. 678 
(1950). This company, it may be added, had been continuously engaged in such exporta- 
tion for a number of years prior to the enactment of the Natural Gas Act. 

* Reynosa Pipe Line Co., docket Nos. G-594 and G-595, 4 F. P. C. 282 (1945); 5 
F. P. C. 130 (1946). 

5The storage there involved is on the Canadian side of the international boundary ; 
here Tennessee’s Hebron storage field, which we authorized for the benefit of all its 
customers in Tennessee Gas Transmission Co., docket Nos. G-1573 and G-—1614, order 
issued June 1, 1951, order issued June 19, 1952, order issued December 11, 1952, and 


order issued January 15, 1953, is to be used to effect the exportation of the required 
volumes during peak periods. 
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ruption at any time when the needs of its American markets so re- 
quire.® A similar condition here—which would seem an appropriate 
means of protecting domestic market requirements, if any export at 
all is to be authorized in these circumstances—has, however, appar- 
ently been made impracticable of application because of the arrange- 
ment whereby the gas to be exported to Consumers, like that to be 
transported for Iroquois, is not the property of Tennessee. Not only 
is the pipeline and storage capacity of Tennessee’s system to be uti- 
lized, and therefore to that extent denied to prospective domestic 
consumers, but the gas itself belongs to someone else (in this instance 
Niagara), and thus may be effectively insulated against possible claims 
to it which might otherwise be pressed under the Natural Gas Act by 
present or future customers of Tennessee. 

It is true, as the majority opinion points out, that even after allow- 
ing for the export and the transportation for hire, Tennessee’s system 
will still have some 131 million cubic feet of unallocated and unas- 
signed daily capacity. It is also a fact that by our action in opinion 
259 the immediate requirements of all Tennessee’s present customers 
who were seeking additional gas from that system in these proceed- 
ings have been met. Therefore, it might appear that there is now no 
domestic need for the gas now authorized to be exported to Canada and 
for the transpoitation and storage capacity committed to it for the 
full 20-year term of the contract. I am not persuaded, however, that 
the record is wholly adequate in this respect. Whatever the explana- 
tion of the failure of Tennessee’s major customers to oppose the export 
and to seek actively in this proceeding a reservation of its capacity 
and gas supply to meet their growing needs, the Commission has an 
obligation to take whatever proper steps it deems necessary to protect 
adequately the interests of domestic consumers.’ 

For more than a decade this Commission has continuously been con- 
fronted with the rapid and enormous upsurge of demands for natural 
gas in the Appalachian area and of the difficulties of suppliers in 
meeting those market requirements. It was to supplement this supply 
with southwestern-produced gas, in the face of depleting local sources, 
that the Tennessee system was originally designed and authorized to 
deliver some 200 million cubic feet of gas daily to the Consolidated and 

* Panhandle Eastern Pipe Line Co., docket No. G—612, 5 F. P. C. 472 (1946), particularly 
condition E at p. 475, 5 F. P. C. 718 (1946), and telegram of August 1, 1952; also docket 
No. G—1344, opinion No. 218 (1951), 10 F. P. C. 328. To the same effect, see also 
Treasure State Pipeline Co., docket No. G—1984, order issued November 19, 1952, paragraph 
(C) (3), 11 F. P. C. 1450, 

7In this connection it is noted that the New York Public Service Commission has actively 
supported the applications, including that relating to the export. Evidently this is due 
largely to its desire that additional gas be made available to Iroquois and its customers 
in the western New York area and an apparent feeling that the proposed export is a 
necessary means to that end. I do not believe that this is necessarily so, and further- 
more, as will appear below, propose an alternative means of augmenting Iroquois’ natural- 


gas supply at a cost, to Iroquois and its customers, which would be substantially below 
that entailed in the arrangement herein authorized. 
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Columbia systems in 1943. To help meet a vastly enlarged demand in 
that region it has expanded more than sevenfold in 10 years to its pres- 
ently authorized daily system-designed capacity of close to 134 billion 
cubic feet, or nearly 2 billion cubic feet if withdrawals from the Hebron 
storage field are included. Its lines have been extended to serve addi- 
tional territory, such as a part of the New England market. At the 
same time other new large systems have added to the supplies of 
southwestern gas available in the Appalachian area and older systems 
serving it have likewise been greatly enlarged, all in a continuing, but 
not wholly successful, effort to enable supply to keep pace with ever- 
expanding demand. 

Shortages and curtailments have been less severe in the last few 
years than in the period immediately following World War IT, partly 
because of this great pipeline construction program and partly due to 
unusually mild weather. Nevertheless restrictions on service are still 
widespread in the area and many communities desiring natural-gas 
service remain unable to secure it. There is every present indication 
that demand in the area served by Tennessee will continue to outstrip 
supply for some time to come. On this record it is shown that both 
Louisville Gas & Electric and Iroquois will require additional gas in 
the near future. The Commission has recently certificated a new 
system to carry 300 million cubic feet of Gulf Coast gas daily to the 
seven Appalachian States served by the Columbia system,’ yet the 
president of Columbia is quoted as stating that this augmented supply 
will fall short of satisfying the need and that additional capacity and 
reserves will be required.” 

Against this background of experience and anticipated market re- 
quirements it seems reasonable to expect that not only the 131 million 
cubic feet of presently unassigned daily capacity, but also the 
115,600,000 cubic feet authorized for maximum daily export, will be 
required to meet the needs of Tennessee’s customers in the United 
States in a very short time. Even the outside round figure of 245 mil- 
lion cubic feet (which involves some over-statement because of the use 
made of domestic storage), while but 8 percent of Tennessee’s system 
capacity, exceeds the total initial capacity of the system and is less 
than its average rate of annual growth during the 10 years of its 
existence. In the light of these facts it is impossible for me to con- 
clude, upon this record, that the proposed exportation—even though 
relatively small—will not be inconsistent with the public interest. 

Bearing upon the necessity of assuring that Tennessee first ade- 
quately take care of the reasonable needs of its American markets 
before a portion of its pipeline and storage facilities are tied up for 

® Tennessee Gas & Transmission Co., docket No. G—230, 3 F. P. C. 442 (1943). 
*Gulf Interstate Gas Co., docket No. G—2058, opinion No. 251, issued May 20, 1953, 


12 F. P. C. 116, and order issued June 26, 1953, 12 F. P. C. 1033. 
2° New York Journal of Commerce, August 25, 1953. 
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20 years in the exportation of gas to Canada are its policy of not con- 
tracting for additional sales or deliveries of gas, even to those com- 
panies which its system was created to serve, as testified to by its policy 
witnesses in this™ and other ** proceedings, and the unfortunate 
position in which Iroquois has been placed, to which attention should 
next be directed. 

It is clear upon this record that Iroquois—which since 1949 has been 
a customer of Tennessee and is now authorized to buy 45 million cubic 
feet daily from that system ““—resorted to the direct purchase of gas 
in the producing fields, to be transported for its account by Tennessee, 
only after it had sought, and been refused, additional volumes from 
Tennessee’s own gas supplies. That, in the circumstances then ob- 
taining, Tennessee should have denied such requests is entirely under- 
standable. It was seeking authority to supply through its subsidiary, 
Northeastern, the entire New England market and needed all its avail- 
able gas to support that application. To have entered into contracts 
for additional supplies at current prices might, by activating “favored- 
nation clauses” in its outstanding gas-purchase contracts, have ad- 
versely affected its customers by still further increasing its overall 
costs of serving them. Tennessee is not to be censured for its attitude 
in this respect; and Iroquois is to be commended for the energy and 
resourcefulness which it showed in securing and retaining gas re- 
quired to fulfill its obligation to serve its customers adequately. 

But that situation is now drastically altered. By opinion No. 259 
we have again denied the Tennessee-Northeastern proposal to serve 
the entire New England market. Tennessee will now have, even after 
allowance for the exportation to Canada, ample capacity and gas to 
fully meet Iroquois’ need for the 48,752,000 cubic feet per day which, 
under the arrangements herein approved by the Commission, Iroquois 
will purchase in Texas. For this gas Iroquois is to pay a price starting 
at 16.5 cents per M. c. f. (16.92 cents when converted to the pressure 
base of 15.025 pounds per square inch adjusted used by Tennessee) 
and escalating at the rate of 1 cent each 4 years to 20.5 cents in 1974. 
Troquois will initially pay Tennessee for transporting this gas, under 
the rates proposed by the staff and referred to with approval in the 
majority opinion, 19.92 cents per M. c. f. in zone 4 and 25.47 cents per 
M. c. f. in zone 5 on a 100 percent load factor basis. Thus it appears 
that the additional gas will initially cost Iroquois at least $7,049,283 
annually, or about 39.6 cents per M. c.f. if delivered in zone 4 and 
zone 5, assuming—as does Iroquois—approximately equal volumes of 
deliveries in the two zones. If, however, [Iroquois bought this same 
volume of additional gas on the same load factor basis from Tennessee 

4 Docket Nos. G-1573 and G-1614, Tr. pp. 758-760; 765-767 ; 17436-17442. 

13 Tennessee Gas Tranemiasion Co., et al., docket No. G—1248, et al., Tr. pp. 6028-6030. 


13 Tennessee Gas Transmission Co., docket No. G—1070, 8 F. P. C. 276 (1949) ; also docket 
No. G—1573, order issued June 19, 1952. 
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itself under the rate schedules now effective, and applying not only to 
Tennessee’s other customers but also to the 45 million cubic feet which 
Iroquois will continue to take from Tennessee under its regular service 
tariff, the delivered cost to Iroquis of the additional 48,752,000 cubic 
feet would be only 29.19 cents per M. c. f. in zone 4 and 34.74 cents per 
M. c. f. in zone 5, or a total of $5,688,005. 

The difference in cost of $1,361,278 annually, or 7.6 cents per M. c. f., 
is of course due principally to the difference between the price to be 
paid by Iroquois for gas in the field and Tennessee’s lower average 
cost of purchased gas under its outstanding contracts. In any event, 
however, this substantial differential will have to be borne by Iroquois 
and its customers. Just why the Commission should permit Iroquois 
and those whom it serves to be penalized by this amount, on its addi- 
tional natural-gas requirements, in comparison with all of Tennessee’s 
other existing American customers, is by no means clear to me. Since 
Tennessee admittedly now has both the capacity and the gas with 
which to render the desired increased service to Iroquois, it seems to 
me that the public interest calls for our requiring it to be furnished. 
This, I believe, would be far more appropriate than directing, as 
does condition (B) (i) of the order herein, that Tennessee file by 
January 1, 1954, an application to dispose of its unallocated daily 
system capacity of approximately 131,750 M. c. f—presumably to 
some other present or prospective customers who will thereby be ac- 
corded more favorable treatment than Lroquois and the public served 
by it. 

Finally, attention should be called to certain dangers which may 
arise in connection with arrangements for the transportation of 
natural gas for hire, such as is here to be carried on by Tennessee for 
Iroquois and Niagara. Obviously, no pipeline system can properly 
be permitted to discriminate unduly among its customers by making 
additional gas available to some while withholding it from others 
whose claims are equally valid. It is to be assumed, of course, that 
the Commission would move promptly under the Natural Gas Act 
if it thought any such condition existed or was threatened. But if, 
for whatever reason, large volumes of gas destined for ultimate public 
consumption are to be moved under contract carriage, it follows that, 
not only such gas but also the facilities required for its transportation 
are thereby to a greater or lesser degree removed from the scope of 
those provisions of the Natural Gas Act which are intended to protect 
the public against undue discrimination. 

We were confronted by such a situation in a major way when we 
authorized recently the Gulf Interstate project to bring urgently 
needed natural gas, which appeared to be not otherwise available, 
into the Appalachian area.** It is present in a more limited sense in 


14 Supra, footnote 9. 
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this instance, as well as in connection with Tennessee’s transportation 
of gas for the Columbia system, which was certificated several years 
ago.* I do not at this time suggest that we should do more than scru- 
tinize carefully each such situation, applying whatever safeguards or 
correctives may be called for and possible under the particular cir- 
cumstances. 

Of even greater potential harm to the public interest generally, 
however, might be the results of any considerable migration of des- 
perate gas distributors into the gas-producing fields in an effort to 
acquire and preempt reserves which they need to serve their customers 
but are unable to secure through their ordinary pipeline sources of 
supply. The added competition of buyers driven by the urge to meet 
their public utility obligation of adequate service appears already to 
have accelerated somewhat the rising trend of gas prices in certain 
producing areas. To the extent that this represents the normal course 
of a free market, responding to underlying long-run economic condi- 
tions, it would not be particularly disturbing; but the development of 
panic buying might be another matter. 

However that may be, the impacts of such purchases and prices— 
through their activation of certain types of “favored-nation clauses” — 
upon segments of the public far removed from any direct connection 
with the natural-gas systems and supplies immediately concerned is 
something to which I think the Commission should soon give search- 
ing consideration. Gas-purchase contracts having fixed price escalator 
clauses, such as those of Iroquois and Niagara herein, are not neces- 
sarily objectionable as a basis for determinations of public convenience 
and necessity, for their terms are certain and therefore their effects 
are susceptible of analysis. Nor is the simple “favored-nation clause” 
tying the price under the particular contract to others paid for com- 
parable gas in specified areas by the purchaser, since here again it is 
possible to predict with reasonable accuracy the results of higher pay- 
ments upon the over-all costs and rates of the purchaser and also for 
him to exercise some measure of control over the course of such prices 
and costs, as Tennessee evidently has done in its acquisition of the gas 
supplies involved in these proceedings. 

But, where the prices required ,to be paid under existing gas-pur- 
chase contracts are tied, under what we may term secondary “favored- 
nation clauses,” to the highest prices paid by others in the area, a 
different situation obtains. Not only is the purchaser under such a 
contract deprived of any continuing control over the prices he must 
pay, but it becomes virtually impossible for this Commission to de- 
termine the impacts of a price paid for gas by one purchaser in the 
field upon the gas-purchase costs of other purchasers. Thus, a price 


% Tennessee Gas Transmission Co., docket No. G-962, 7 F. P. C. 1087 (1948). 
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paid to protect the natural-gas supply carried through Tennessee to 
Buffalo, N. Y., for example, might materially affect the rates paid by 
consumers in Charlotte, N. C., for gas purchased in the same general 
area by Transcontinental under this type of contract. Experience may 
indicate that we should no longer accept in certificate cases as evidence 
of a satisfactory supply natural gas contracted for under such terms. 
While this particular matter is not directly involved in the questions 
here at issue, it is suggested by the contract carrier feature of the 
Iroquois and Niagara arrangements; it therefore seems not inappro- 
priate that attention should be called to it at this time. 

Because, in my opinion, the various questions raised above are 
importantly related to the public interest and are not satisfactorily 
answered on this record, these dockets should be reopened so that they 
could be gone into fully. Since this it not to be done I have no alter- 
native other than to dissent from the action taken. 


In THE MATTER OF 
HOPE NATURAL GAS COMPANY 
Proceeding on Proposed Rate Settlement 
Docket Nos. G-2051 and G-2165 
November 6, 1953* 
Syllabus 
Commission accepts under the Natural Gas Act the “Proposed Settlement” to- 


gether with Hope’s gas tariff, and orders Hope in accordance with the 
settlement to make refunds to its interstate wholesale customers. P. 349. 


Drarer, Commissioner, concurring in the result. 


William A. Dougherty, C. W. Cooper, and Henry F. Lippitt, II, 
for Hope Natural Gas Co. 


Norman A. Flaningam for Federal Power Commission staff. 


By THe Commission : 
OprInion 


These proceedings concern proposed rate-increase changes to the 
F. P. C. gas tariff, original volume No. 1, of Hope Natural Gas Co. 
(Hope or Company), which that Company filed with the Commission 
on August 15, 1952 and April 1, 1953, respectively in docket Nos. 
G-2051 and 2165. The proposed tariff changes as filed by Hope con- 
tain proposed increased rates and charges for sales by Hope in inter- 
state commerce of natural gas for resale for ultimate public consump- 


*Designated Commission opinion No. 262. 
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tion, subject to the Commission’s jurisdiction under the Natural Gas 
Act. 

The record discloses that such proposed tariff changes involve, 
based upon Hope’s operations in the calendar year 1952, an annual 
increase in its rates and charges for natural gas sold to its interstate 
wholesale customers of approximately $1,897,445 in docket No. G-2051, 
and $3,232,636 in docket No. G-2165, or, in the aggregate, an increase 
of $5,130,081 (15.36 percent) above its rates theretofore in effect. 
Hope’s interstate wholesale customers are: the Manufacturers Light & 
Heat Co. (Manufacturers) and Mount Morris Gds Co. (Mount 
Morris), nonaffiliates; and, the East Ohio Gas Co. (East Ohio), New 
York State Natural Gas Corp. (New York Natural), the Peoples 
Natural Gas Co. (Peoples), and the River Gas Co. (River Gas), all of 
which, together with Hope, are subsidiaries of the Consolidated 
Natural Gas Co. 

On September 12, 1952, in docket No. G-2051, the Commission, 
pursuant to authority contained in section 4 of the Natural Gas Act, 
issued an order providing for a hearing concerning the lawfulness 
of the rates, charges, and classifications contained in Hope’s August 
15, 1952 rate-increase proposal. Such order also provided that, pend- 
ing hearing and decision thereon, the proposed tariff changes involved 
be suspended. Thereafter, on February 15, 1953, at the expiration 
of the period of suspension, on motion of Hope, the suspended tariff 
changes involved in docket No. G—-2051 became effective, under bond 
and subject to refund, if so ordered, of such portion of the increased 
rates as the Commission might find not justified. 

On May 1, 1953, in docket No. G-2165, the Commission, pursuant to 
section 4 of the Natural Gas Act, issued an order providing for a hear- 
ing concerning the lawfulness of the rates, charges, and classifications 
contained in Hope’s April 1, 1953 rate-increase proposal.? Such order 
also provided that, pending hearing and decision thereon, such tariff 
changes be suspended until October 2, 1953, unless otherwise ordered 
by the Commission, and until such further time thereafter as such 


1 This proposal was embodied in Hope’s proposed sixth revised sheet No. 3, fourth revised 
sheet No. 3—A, fifth revised sheet No. 4, fourth revised sheet No. 4—A, and second revised 
sheet No. 5, respectively, to its F. P. C. gas tariff, original volume No. 1, setting forth 
therein Hope’s proposed rate schedules H-1A, H-1B, H-2A, H-—2B, and H-3, respectively, 
increasing (by approximately $2,334,497 annually, based upon its estimated sales for the 
12 months ended September 14, 1953) Hope’s then effective rates and charges to its 
interstate wholesale customers, viz., the rates and charges allowed to take effect as of 
February 1, 1952, by the Commission’s order issued July 2, 1952, In the Matter of Hope 
Natural Gas Co., docket No. G—-1779, 11 F. P. C. 1097. 

*This proposal was embodied in Hope’s proposed seventh revised sheet No. 3, fifth 
revised sheet No. 3—A, sixth revised sheet No. 4, fifth revised sheet No. 4—A, and third 
revised sheet No. 5 to its F. P. C. gas tariff, original volume No. 1, setting forth therein 
Hope’s proposed rate schedules H-1A, H-1B, H-2A, H-2B, and H-3, respectively, in- 
creasing (by approximately $3,827,676 annually, based upon its estimated sales for the 
12 months ending April 30, 1954) Hope’s then effective rates and charges to its interstate 
wholesale customers, viz., the rates and charges which had been made effective February 15, 
1953, under bond and subject to refund, in docket No. G—2051. 
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tariff sheets and rate schedules might be made effective in the manner 
prescribed by the act. On October 1, 1953, Hope filed in docket No. 
G-2165, pursuant to section 4 (e) of such statute, a motion that its 
proposed tariff changes, and the increased rates therein set forth, go 
into effect at the expiration of the said suspension period. 

On September 18, 1953, the Commission by order consolidated for 
hearing the proceedings in docket Nos. G-2051 and G-2165, and set 
the same for public hearing, to commence on September 30, 1953, con- 
cerning the matters involved and the issues presented by these pro- 
ceedings. After due notice, and pursuant to the Commission’s afore- 
said orders of September 12, 1952, May 1 and September 18, 1953, 
a public hearing was convened on September 30, 1953, at which ap- 
pearances were entered on behalf of Hope, the Commission staff, and 
Manufacturers, an intervener in the proceedings. Upon motion of 
Hope, which was concurred in by the other participants, the hearing 
was recessed by the presiding examiner from time to time to afford the 
participants in the proceedings an opportunity to confer for the pur- 
pose of exploring the possibilities of developing and agreeing upon a 
proposed settlement of the issues involved. The hearing was recon- 
vened on October 9, 1953, when there was presented in the record a 
“Proposed Settlement,” * which the parties to the proceedings had 
developed and agreed to in conferences held September 30 and Octo- 
ber 9, 1953. 


The “Proposed Settlement” provides, in pertinent part, as follows: 


For the purpose of settling the issues involved and terminating the proceedings 
in docket Nos. G-2051 and G-—2165, the parties in conference agreed that the fol- 
lowing proposal be submitted to the Commission, to wit: 


ARTICLE I 
Rates 


The following revised sheets to the F. P. C. gas tariff, original volume No. 1, 
of Hope Natural Gas Co. (Hope), being revised sheets agreed to by the parties 
hereto, shall be made effective forthwith by Commission order. The parties 
hereto further agree that such revised sheets shall be effective as of 8 a. m. of 
the date of issuance of such Commission order, superseding at that time the 
proposed revised tariff sheets which Hope filed with the Commission on April 
1, 1953, and which were suspended by the Commission’s order issued May 1, 
1953 in docket No. G—2165. 

The agreed-to revised tariff sheets in question, which have been identified 
in this record as exhibit No. 1, are: 

(1) Sixth revised sheet No. 3-A, superseding fifth revised sheet No. 3—A, 
fifth revised sheet No. 4-A, seventh revised sheet No. 3, and third revised sheet 
No. 5; 

(2) Seventh revised sheet No. 4, superseding sixth revised sheet No. 4; and, 

(3) Fifth revised sheet No. 20, superseding fourth revised sheet No. 20. 


*The “Proposed Settlement” includes certain revised sheets to Hope’s F. P. C. gas 
tariff, original volume No. 1. The revised tariff sheets in question are exhibit No. 1 in 
the record of these proceedings. 
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The proposed revised tariff sheets, to be made effective as hereinbefore speci- 
fied, provide for two revised rate schedules, namely, rate schedule H-1B, speci- 
fying a rate of 35.8 cents per M. c. f., to supersede rate schedules H-1A, H-1B, 
H-2B, and H-3 heretofore in effect and applicable to sales by Hope to the man- 
ufacturers Light & Heat Co., Mount Morris Gas Co., New York State Natural 
Gas Corp., the Peoples Natural Gas Co., and the River Gas Co.; and rate sched- 
ule H-2A, providing for a rate of 38.1 cents per M. c. f. superseding schedule 
H-2A heretofore in effect and applicable to Hope’s sales to the East Ohio Gas Co. 


ARTICLE II 
Adjustments of charges 


After the issuance of the order by the Commission making effective the afore- 
said revised tariff sheets specified in article I, hereof, Hope will, by refunds or 
credits to its utility customers, adjust as promptly as possible its charges 
for natural gas sold to its utility customers for resale so that such charges will 
be the same as they would have been if the aforesaid revised sheets specified in 
article I hereof had been in effect at all times on and after 8 a. m. on October 
1, 1953. 

ARTICLE III 
Acceptance by Commission 


The agreement reached by the parties and set forth in this proposed settlement 
is éxpressly conditioned on the Commission’s acceptance of all of the terms and 
conditions of this proposed settlement and the termination of the proceedings in 
docket Nos. G—2051 and G—2165. 


ARTICLE IV 
Reservations 


By making this agreement, neither the Commission staff, Hope, nor any other 
affected person is to be considered as agreeing with the methods of cost of 
service determination or allocation, or with any principles underlying or sup- 
posed to underlie the methods of cost of service determination or allocation which 
have been used in arriving at the rates herein agreed upon, and neither the 
Commission staff, Hope, nor any other affected person is to be prejudiced or 
bound thereby in any future proceeding or proceedings. 


ARTICLE V 
Waiver 

The parties hereto, in agreeing and consenting to the aforesaid sixth revised 
sheet No. 3—A, seventh revised sheet No. 4, and fifth revised sheet No. 20 to 
Hope’s F. P. C. gas tariff, original volume No. 1, specified in article I hereof, to 
be made effective forthwith by Commission order, request that the Commission, 
by special provision in such order, waive compliance by Hope with the require- 
ments of the Commission’s general rules and regulations, particularly part 154 
thereof (18 C. F. R., part 154), to the extent necessary to permit such revised 
tariff sheets to become effective at 8 a. m. on the date of the issuance of such 
order. 

The revised sheets to Hope’s F. P. C. gas tariff, original volume 
No. 1, described in the “Proposed Settlement,” were tendered by Hope 
on October 15, 1953, for filing with the Commission, with the request 
that the Commission by order accept and make such revised tariff 
sheets effective in accordance with the agreement of the parties em- 
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bodied in the aforementioned “Proposed Settlement,” thereby super- 
seding Hope’s August 15, 1952 and April 1, 1953 rate-increase pro- 
posals in docket Nos. G-2051 and G-2165, respectively. 

The agreed-tariff sheets in question embody two revised rate 
schedules,‘ as follows: 

(1) Rate-schedule H-1B (firm service except in peak months—initially, appli- 
cable to Hope’s sales to its interstate customers other than East Ohio), specifying 
a rate of 35.8 cents per M. c. f., to supersede rate schedules H-1A, H-1B, H-2B, 
and H-3, which, as proposed by Hope in docket No. G-2051, embodied rates of 
34.15, 33.5, 34.9, and 35.75 cents per M. c. f., respectively, and, in docket No. 


G-—2165, included rates of 37.25, 36.55, 38.1 and 39.0 cents per M. c. f., respectively ; 
and, 


(2) Rate schedule H-2A (firm service—initially applicable to Hope’s sales to 

East Ohio), specifying a rate of 38.1 cents per M. ec. f., to supersede 
rate schedule H-2A, which, as proposed by Hope in docket No. G-2051, embodied 
a rate of 36.45 cents per M. c. f., and, in docket No. G-2165, included a rate of 
39.8 cents per M. c. f. 
The rate schedules embodied in the revised tariff sheets agreed to as a 
part of the “Proposed Settlement” will, if made effective, effect a 
simplification of Hope’s rate structure that appears appropriate and 
desirable in the circumstances presented in these proceedings. 

At the hearing on October 9, 1953, Commission staff counsel stated 
that the Commission staff, based upon its review of all available data 
and in the circumstances of these proceedings, recommended that the 
Commission by order make effective the aforementioned agreed-to 
revised tariff sheets, which are identified as exhibit No. 1 in the 
record of these proceedings, and which include the revised rate 
schedules H-1B and H-2A, as agreed to by the parties and submitted 
as part of the “Proposed Settlement.” The staff expressed the view 
that the revised tariff sheets and rate schedules in question represented 
a fair and reasonable basis for settlement of these proceedings in the 
public interest. The staff stated at the hearing, also, that the addi- 
tional revenues which Hope had collected under bond, for natural gas 
sold during the period from February 15, 1953 to October 1, 1953, 
pursuant to the Commission’s order issued March 5, 1953 in docket 
No. G-2051, might properly be retained by Hope, and, accordingly, 
that no refunds need be made by it for that period. 

The hearing record discloses that the staff arrived at the proposed 
rates embodied in the revised tariff sheets, as agreed to by the parties 
to these proceedings and as recommended by the Commission staff, 
by applying principles approved by the Commission in prior rate 
proceedings, particularly the more recent proceedings involving Hope 
*The record shows that Hope’s two nonaffiliated interstate wholesale customers, Manu- 
facturers and Mount Morris, are agreeable to the schedules submitted as part of the 
“Proposed Settlement.” 

5 The Commission’s order issued August 10, 1951, In the Matter of Hope Natural Gas Co., 


docket No. G-1292, 10 F. P. C. 625, and its order issued July 2, 1952, In the Matter of 
Hope Natural Gas Co., docket No. G—1779, 11 F. P. C. 1097. 
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using the calendar year 1952 as a test year, with certain adjustments 
to reflect known changes. 

The record shows that Hope’s rate base, as developed by the staff, 
totals approximately $89.3 million, as compared to the approximately 
$89.7 million claimed by the Company. The record shows that the net 
plant investment was determined by the staff by using the average of 
the balances of the plant in service and held for future use at the 
beginning of the test year and the end of each month during such year, 
less contributions in aid of construction and less reserves for deprecia- 
tion and depletion per books. The working capital, including cash, 
gas in storage, prepayments, and materials and supplies, was com- 
puted in accordance with the Commission’s practice, with a deduction 
of 75 percent of the Federal income tax accruals. 

The record shows that Federal income taxes were computed, at 
current tax rates, upon a return at 6 percent of the rate base. In the 
computation of such taxes, Hope had used an effective rate of 49.098 
percent, being the rate resulting from the allocation of the consoli- 
dated income tax of Consolidated Natural Gas Co. among its sub- 
sidiaries, including Hope, without the holding company bearing any 
part of the tax; however, the staff used a rate of 47.763 percent, being 
the average effective rate paid by Consolidated and all of its subsidi- 
aries. The latter method appears to be proper in the circumstances. 

The record shows that, on the basis of a 6 percent rate of return on 
Hope’s rate base, the staff developed a cost of service aggregating 
approximately $49.7 million for the test year, as contrasted to the 
some $51.9 million claimed by Hope in its April 1, 1953 filing. Of 
this overall cost of service, the staff determined that, by applying 
principles approved by the Commission in prior rate proceedings, 
from $36.6 million to $36.9 million represented the approximate range 
of costs that were properly assignable to Hope’s interstate sales in 
the test year, as contrasted to the Company’s claim of some $38.5 
million as the cost for such business, including a return of 6 percent. 

The staff stated at the hearing that it deemed, for purposes of 
settlement, about $36.9 million represented the reasonable cost of 
service applicable to Hope’s interstate business. 

The revised tariff sheets and rate schedules which were proposed by 
Hope in docket No. G-2051 and which were made effective as of 
February 15, 1953, under bond and subject to refund, based upon 
Hope’s 1952 sales, would have produced revenues of approximately 
$35.3 million. This is substantially less than the cost of service indi- 
cated for 1952 (the test year used in these proceedings). In the 
circumstances, it appears that the additional revenues collected under 
bond in docket No. G-2051, beginning February 15, 1953 and through 
September 30, 1953, may properly be retained by Hope, and, ac- 
cordingly, no refunds need be made by it for that period. 























































348 


FEDERAL POWER COMMISSION 






The revised tariff sheets and rate schedules, as agreed to by the 
parties and submitted in the “Proposed Settlement” in these proceed- 
ings, which are proposed to supersede the tariff sheets and rate sched- 
ules proposed by Hope in docket Nos. G-2051 and G-2165, are de- 
signed to produce, based upon Hope’s 1952 sales, revenues from its 


interstate sales for resale of approximately $36,901,523. 


This rep- 


resents an increase of $3,511,308 per year (10.52 percent) and is in 
contrast to the overall increase of $5,130,081 per year (15.36 percent) 
applied for by Hope in these proceedings.® 


Applied-for increases 














Customer eee Total | Agreed-to 
increase 
G-2051 G-2165 
I a Og ee $1, 045, O87 | $1,795,407 | $2,840.494 | $1,929, 392 
I a ait Le ae SO Pe ak Oe nbabooul 343, 580 582,177 | 925, 757 | 782. 599 
Sy, Ee MUON on ob cunecsecnenaen 326, 227 549, 433 875, 660 5 
RN rs ie ig ae awed 30, 944 | 51, 575 82, 519 
OE ES ae ae 150, 969 252, 975 403, 944 
STU 5 as 8 aS 638 | 1, 069 1, 707 
FR ccna a a 8 ee 5, 130, 081 3. 511, 308 


The development 
posed Settlement,” 


1,897,445 | 3, 232, 636 


and submittal by the parties here of the “Pro- 
including the agreed-to revised tariff sheets to 


Hope’s F. P. C. gas tariff, original volume No. 1, and the Commis- 
sion’s accepting and making the same effective, as hereinafter pro- 
vided in the order, result in substantial savings of time and money to 
the Commission, Hope, its utility customers, and other interested 
persons, which might have otherwise been expended incident to ex- 
tended formal hearings in these rate proceedings, submittal of briefs, 
and other procedures involved in contested formal rate proceedings. 
Consumers and the public, as well as Hope’s interstate wholesale 
customers, will benefit by these savings and by the removal of the un- 
certainties that would be incident to extended formal proceedings. 
Upon consideration of the foregoing and the entire record in these 
proceedings, the “Proposed Settlement” agreed to by all participants 
to the proceedings, including the revised tariff sheets and rate 
schedules, the Commission further finds: 
(1) The aforesaid “Proposed Settlement” submitted herein on 
October 9, 1953, together with the aforesaid agreed-to revised sheets 
to Hope’s F. P. C. gas tariff, original volume No. 1, which sheets were 
tendered for filing on October 15, 1953 in accordance therewith, re- 
flects a just and reasonable basis for settlement in the public interest, 
in accordance with the terms and provisions of the Natural Gas Act, 
of these proceedings concerning the increased rates and charges con- 





in the “Proposed Settlement, 


tained in Hope’s August 15, 1952 and April 1, 1953 rate-increase pro- 


*The estimated increases under the rates applied for by Hope and the rates agreed to 
” based upon its 1952 sales, approximate : 
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posals in docket Nos. G-2051 and G-2165, respectively, relating to 
Hope’s sales in interstate commerce of natural gas for resale for 
ultimate public consumption, subject to the Commission’s jurisdiction. 

(2) The revenues collected under bond under the rates contained 
in sixth revised sheet No. 3, fourth revised sheet No. 3—A, fifth revised 
sheet No. 4, fourth revised sheet No. 4-A, and second revised sheet 
No. 5 to Hope’s F. P. C. gas tariff, original volume No. 1, which sheets, 
and the increased rates and charges therein set forth, were made effec- 
tive February 15, 1953, under bond and subject to refund, pursuant 
to the Commission’s order issued March 5, 1953 in docket No. 
G-2051, may properly be retained by Hope for its sales of 
natural gas to its interstate wholesale customers during the period 
commencing February 15, 1953 and ending September 30, 1953, and, 
accordingly, Hope need make no refunds to such customers of any 
charges made for that period pursuant to the aforesaid order of March 
5, 1953 in said docket No. G-2051. 

(3) The increased rates and charges contained in seventh revised 
sheet No. 3, fifth revised sheet No. 3—A, sixth revised sheet No. 4, 
fifth revised sheet No. 4-A, and third revised sheet No. 5 to Hope’s 
F. P. C. gas tariff, original volume No. 1, filed on April 1, 1988 by 
Hope, and suspended by the Commission’s order issued May 1, 1953 
in docket No. G-—2165, are not just, reasonable or lawful 
under the Natural Gas Act; and, accordingly, the aforesaid increased 
rates and charges should be disallowed, and the said revised tariff 
sheets should be cancelled, as hereinafter provided and ordered. 

(4) The acceptance of the aforesaid “Proposed Settlement” and 
the making effective of the aforesaid agreed-to revised sheets to Hope’s 
F. P. C. gas tariff, original volume No. 1, as agreed to and submitted as 
a part of the said “Proposed Settlement,” as hereinafter provided and 
ordered, is appropriate and in the public interest in carrying out the 
provisions of the Natural Gas Act. 


The Commission orders: 

(A) The increased rates and charges embodied in the aforesaid 
seventh revised sheet No. 3, fifth revised sheet No. 3—A, sixth revised 
sheet No. 4, fifth revised sheet No. 4—A, and third revised sheet No. 5 
to Hope’s F. P. C. gas tariff, original volume No. 1, which were filed by 
Hope on April 1, 1953 and suspended by the Commission’s order issued 
May 1, 1953 in docket No. 2165, with respect to which Hope, on October 
1, 1953, filed a motion requesting that such tariff sheets, and the in- 
creased rates therein set forth, go into effect at the expiration of the 
suspension period on October 2, 1953, be and the same are hereby dis- 
allowed; and, the aforesaid tariff sheets be and the same are hereby 
cancelled. 

(B) The aforesaid “Proposed Settlement” submitted herein on 
October 9, 1953, together with the aforesaid agreed-to revised sheets 
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to Hope’s F. P. C. gas tariff, original volume No. 1, which sheets were 
tendered for filing on October 15, 1953 in accordance therewith, be 
and the same is hereby accepted, and the said agreed-to revised tariff 
sheets be and the same are hereby allowed to take effect as of the date 
of the issuance of this order, subject to the terms and conditions of this 
order. 

(C) The aforesaid agreed-to revised sheets to Hope’s F. P. C. gas 
tariff, original volume No. 1, made effective by paragraph (B) hereof, 
shall be deemed to have been filed and published in compliance with 
the Natural Gas Act and the Commission’s general rules and regula- 
tions, particularly part 154 thereof (18 C. F. R., part 154). 

(D) On or before December 1, 1953, Hope shall, in accordance with 
the provisions of article II of the aforesaid “Proposed Settlement,” 
by refunds or credits to its interstate wholesale customers, which shall 
include interest at 6 percent per annum, adjust its charges for natural 
gas sold, from and after 8 a. m. on October 1, 1953, to such customers 
for resale so that such charges will be the same as they would have 
been if the aforesaid agreed-to revised tariff sheets, made effective by 
paragraph (B) hereof, had been in effect at all times on and after 
8 a.m. on October 1, 1953. 

(E) On or before December 15, 1953, Hope shall : 

(1) Submit to the Commission five copies of a report, in writing 
and under oath, certifying to the Commission that it has fully com- 
plied with paragraph (D) of this order, and setting forth a detailed 
statement showing the method of calculation and the amounts of pay- 
ments or refunds and of all credits, as well as the dates thereof; and, 

(2) Obtain and submit with the aforesaid report a receipt of satis- 
faction or release from each of its interstate wholesale customers evi- 
dencing discharge of Hope’s liability to make refunds or credits pur- 
suant to article II of the aforesaid “Proposed Settlement” and para- 
graph (D) hereof. 

(F) The proceedings in docket Nos. G-2051 and G-2165 be and the 
same are hereby terminated, subject to the terms and conditions con- 
tained in this order. 

(G) The termination of the proceedings in docket Nos. G-2051 
and G-2165, as hereinbefore provided in this order, is without preju- 
dice to any findings or orders which have been or may hereafter be 
made by the Commission, and is without prejudice to any claims or 
contentions which may be made by the Commission, Hope, or any 
other party hereto, in any proceedings now pending or hereafter insti- 
tuted by or against Hope, or any other parties hereto, or any other 
companies or persons. 

Commissioner Draper concurring in the result. 








UNITED FUEL GAS COMPANY 
In THE MATTER OF 
UNITED FUEL GAS COMPANY 
Supplemental Opinion Prescribing Rates and Refunds 
Decket No. G-2055 
November 19, 1953* 
Syllabus 


1. Commission classifies the increased cost of purchased gas as a commodity 
cost, and allows an increase in the commodity charge. P. 354. 

2. Commission finds that billing demand should be related to sustained rather 
than single day deliveries, because of the flexibility of United Fuel’s daily 
supply capacity and the degree of integration of United Fuel’s operations 
with those of the Columbia System. P. 354. 

8. Commission accepts United Fuel’s revised tariff sheets, and orders refunds to 
United Fuel’s utility customers for the excess charges. P. 357. 


By THe ComMMIssIoNn : 
OPprInion 


On August 7, 1953, the Commission issued its opinion No. 258, 12 
F. P. C. 251, and accompanying order in this proceeding (and in docket 
No. G-1781) prescribing rates for the future and providing for dis- 
position of revenue collected under bond, subject to refund. On 
August 31, 1953, United Fuel Gas Co. (United Fuel) filed an applica- 
tion for rehearing in this docket. Applications for rehearing were 
also filed by Consolidated Gas Electric Light & Power Co. of Balti- 
more, and Commonwealth Natural Gas Corp. By order issued Sep- 
tember 25, 1953, rehearing was granted on four specific issues by 
providing for oral argument thereon, and the order issued August 7, 
1953, was stayed pending further order of the Commission. The four 
issues on which rehearing was granted are: 


1. Whether the determination by the Commission that the “local production” 
of natural gas in the amount of 54,670,655 M. c. f. is the proper estimate of local 
production upon which a rate base and cost of service, representative of future 
conditions, should be based for the purpose of determining just and reasonable 
rates and charges in this proceeding ; 

2. Whether in the determination of working capital the Commission erred in 
the amount of $666,900 in computing the amount of working capital allowable for 
gas storage for current delivery ; 

3. Whether the Commission erred in prescribing the form of rate reflected in 
first revised sheets Nos. 12, 13, 14, and 15, as specified in paragraph (F) of the 
Commission’s order issued August 7, 1953 ; and 

4. Whether the Commission erred in its computation of the amount of Federal 
income tax properly includible in the cost of service. 





*Designated Commission opinion No. 258—A. 
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With regard to issue (2), it appears that in the Commission’s compu- 
tation of United Fuel’s rate base, there was inadvertently omitted from 
working capital an amount of $666,900 for gas which had been trans- 
ferred from gas in storage for current delivery to cushion gas. The 
rate base hereinafter set forth is corrected to include this amount. 
Changes in the volumes of gas purchased, discussed below, require 
further slight changes in the working capital allowance for gas in 
storage for current delivery included in the rate base. Changes in 
the volume of production, also discussed below, have required changes 
in the rate base computation of depletion reserves and depreciation re- 
serves accrued on a unit of production basis.* 

As to issue (4), we adhere to the conclusion stated in the opinion 
that consumers should be charged only United Fuel’s actual liability 
for Federal income taxes, and that any reduction of this cost effected 
by the filing of a consolidated tax return should be reflected in the 
costs charged to consumers. In the oral argument on rehearing, staff 
counsel stated that in cases now pending before the Commission it had 
been developed that the actual tax saving resulting from the filing of a 
consolidated return by the Columbia Gas System, Inc. for 1952 was 
in the order of 20 percent. However at the time the record was closed 
in this proceeding, the estimate of the anticipated saving was 10 per- 
cent, and the Commission utilized such estimate in computing its cost 
of service in opinion No. 258. In view of the fact that there is now 
pending a further rate increase application by United Fuel, and that 
the rates herein prescribed may have applicability only from Feb- 
ruary 15, 1953 to March 1, 1954, we do not feel warranted in reopening 
the record to determine the precise tax saving figure to be utilized. It 
is sufficient to say that the 10 percent figure appears to be a conserva- 
tive estimate. 

With regard to issue (1), United Fuel’s gas supply during the test 
year was quite unrealistic insofar as the future was concerned. De- 
liveries by Tennessee Gas Transmission Co. during that period were 
below the volumes it was contractually obligated to deliver in sub- 
sequent years; and large volumes of gas were purchased from Trans- 
continental Gas Pipe Line Corp. which United Fuel did not intend 
to purchase in later periods. In opinion No. 258, we projected, to 
the extent that data were available, a normal gas supply for United 
Fuel by increasing the estimated supply of gas from Tennessee to 
Tennessee’s full contractual obligations; reducing estimated deliver- 
ies from Transcontinental which had been taken during the test year 
1In the text of opinion No. 258, the deficiency in United Fuel’s reserves for depletion 
and depreciation accrued on a unit of production basis was incorrectly stated. The 
correct deficiencies as of June 30, 1952, are: Lands, leaseholds and gas rights—$117,887; 
Gas well construction—$613,790; Gas well abandonment—$116,537. These corrections 


do not affect the rate base or cost of service computations nor in any way modify the 
requirement that United Fuel record proper reserves on its books. 
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on an emergency basis; and increasing the volume of gas from United 
Fuel’s own production, which United Fuel considers to be the balanc- 
ing factor in its gas supply, to the level of 1951 production. 

At the oral argument on rehearing counsel for United Fuel showed 
(1) that United’s estimate for local production for 1953, as shown in 
its June 1953 “Blue Book,” was 47,771,010 M. c. f. and (2) that 
actual figures for 9 months of 1953 plus 3 months’ estimate indicated 
that local proauction for 1953 would be 46,619,576 M. c. f. Con- 
sidering all of the facts of record and recognizing that sales for 
1953 are below normal, we find that for the purposes of this case, 
it is reasonable, proper and in the public interest to estimate local 
production for the test year at the level adopted by United Fuel in 
its June 1953 Blue Book for the year 1953, and utilize that esti- 
mate for the test year ending June 30, 1952.2. The estimate of local 
production thus arrived at is probably low and somewhat less than the 
volume of local production which will be realized in future years, 
but United Fuel has a pending rate increase case and we will have an 
opportunity to reexamine United Fuel’s rates in the near future. 
Thus, we will have an opportunity to reconsider the question of local 
production and it is to be distinctly understood that in arriving at 
the estimate herein adopted for the test year on the basis of Blue 
Book estimates, we are not committing ourselves to that or any such 
procedure for the future. 

Using the estimate of 47,771,010 M. c. f. for local production for 
the test year and subtituting that figure for the estimate of 54,670,655 
M. c. f. as set forth in opinion No. 258, the estimate of purchases 
from Transcontinental must be increased from 2,023,381 M. c. f. to 
8,921,026 M. c. f. 

A comparison of the actual gas supply during the test year, the 
adjusted gas supply utilized in opinion No. 258 and the gas supply 
further adjusted herein are as follows: 














Source of supply Actual | Opinion As adjusted 
| No. 258 
M. ¢. f. M. ¢. f. M. ¢. f. 
Pn EE ae eee AOR ERERE Pee ee te ee 151, 794, 621 | 153, 980, 614 153, 980, 614 
Temmessee (St0raSe) .......222222 2c cncnccccccccesccccccoccece 7, 316, 266 19, 890, 000 19, 890, 000 
Chicago Corporation .......---..-----.------------------------- 14, 896, 105 13, 494, 774 13, 494, 774 
Trampocomtinemtal. ...ccccccncccocecccecccccscsccccccaccccecesss 24, 406, 134 2, 023, 381 | 8, 923, 026 
Local production - -..........--..-.--.------------------------ 45, 646, 298 54, 670, 655 | 47, 771, 010 
Local purchaseS.....-....-.------------------+----------------- | 38, 186,861 | 38, 186, 861 | 38, 186, 861 


Total. .....22222 2.2 n cece enn ecnennnn een ceceweceoeosesecee 282, 246,285 | 282,246,285 | 282, 246, 285 


The foregoing changes in gas supply during the test year bring 
about cost of service changes for gas purchase expenses, gas with- 
drawn from storage, gas delivered to storage, depreciation and 


2 Exhibit 117 in docket No. G—2062, et al., placed in evidence before this Commission 
by United Fuel and other subsidiaries of the Columbia System. 
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depletion expenses taken on a unit of production basis, return and 
income taxes. The cost of service set forth in appendix B herein 
shows the total cost of service as stated in opinion No. 258 of $65,612,- 
861 and as corrected hereby to $67,122,606. This total cost of service 
has been allocated between jurisdictional and nonjurisdictional sales 
on the same basis as discussed in opinion No. 258, resulting in a cost 
related to interstate wholesale sales of $57,850,202 as compared with 
a previously computed cost of $56,537,778, as shown in appendix C 
herein. 

Issue (3), the form of the rate, involves several considerations. As 
heretofore discussed in opinion No. 258, we have concluded that the 
contract demand form of rate is inappropriate for United Fuel’s 
wholesale sales. At the oral argument on rehearing on this matter 
several interveners urged that United Fuel be allowed a higher de- 
mand charge than that prescribed by the Commission in opinion 
No. 258. Portsmouth Gas Co., the only nonafliliated purchaser of 
gas from United Fuel, under rates subject to our jurisdiction, indi- 
cated that its operations were geared to the preexisting demand 
charge of 90 cents and requested that the demand charge in the Com- 
mission’s prescribed rate be raised to approximately that level. 

In view of the fact that the primary cause of the rate increase 
here under consideration is the increased cost of purchased gas, which 
we have held to be properly classified as a commodity cost, and the 
further fact that Columbia System rates have for some time been 
predicated upon United Fuel’s 90 cent demand charge as contained in 
its rate schedule U-1, we find it appropriate to retain a 90 cent demand 
charge and provide for the increase in costs by increasing the com- 
modity charge. However, as previously stated, because of the flexi- 
bility of United Fuel’s daily supply capacity and the degree of inte- 
gration of United Fuel’s operations with those of the Columbia 
System, we believe that billing demand should be related to sustained 
rather than single day deliveries. Therefore, we shall retain the 
monthly billing feature prescribed in opinion No. 258. The application 
of a demand charge of 90 cents to billing units computed on a monthly 
basis produces less demand revenues than would be derived from 
single day billing demands, though each yields revenues substantially 
in excess of classified demand costs. The differential of one cent 
in the commodity charge, in recognition of costs incurred by Manu- 
facturers Light & Heat Co. and Ohio Fuel Gas Co. in making gas 
available when needed elsewhere on the Columbia System by reduc- 
ing their takes from United Fuel on peak days, is retained in the 
rates herein prescribed. We are aware that the form of rate here 
prescribed may not be entirely satisfactory and therefore require 
further consideration when additional information becomes available 
in docket No. G-2274. 
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The prescribed rates give United Fuel adequate stability in reve- 
nues. For example, deriving rates from the test year costs, and 
applying them to sales for the following year, the prescribed rate 
and a rate similar in form to rate U-1 would yield about the same 
total revenues. The rates which we hereby prescribe are: 


Centa 
GS-1 and LS-1, demand Charge... 6.2.00. ncn es swcnnscs 90. 00 
GS-1, commodity charge (Seaboard, Central Ky., Portsmouth) --------- 23. 85 
LS-1, commodity charge (Ohio Fuel and Manufacturers) -~..---------- 22. 85 


These rates would yield $57,424,588 when applied to test year sales 
as compared with the cost of service of interstate wholesale sales of 
$57,429,890. At the oral argument on rehearing, counsel for United 
Fuel conceded that the rates being collected under bond are excessive, 
and stated that the proper rates are: contract demand charge—$1.40; 
commodity charge—19.95 cents. Applying such rates to test year 
sales yields revenues of $57,638,351. For the test year, therefore, 
the reduction effected by the prescribed rates as compared with those 
claimed proper by United Fuel is only $213,353. 

From reports to the Commission of revenues collected under bond 
in docket No. G-2055, which constitute official records in this pro- 
ceeding, it is possible to compare the revenues which should have been 


collected since February 15, 1953, with the revenues which United 
Fuel has collected under bond: 





Revenues—Feb. 15, 1958, through Sept. 30, 1953 

















| 
| Collected Order rates 
| under bond | prescribed 
herein 
| 
GOUBOONG nn cnsicnaececcuwncacnesesecusssescoses Sasnnsliied. eintan deapigealtpuascohedsiasmasnees | $12, 132, 235 $11, 064, 662 
OD  . e eusiguesGochpanapebeenseougger | &, 189, 969 7, 216, 661 
a sha dacisniind dneddnueindiddbeddentedd Siecle ticnanieigataenioene tied | 412, 218 373, 713 
ORNS BUR. 4.0 nn ecccncccccccccccasnccccccceseccescececsacce naipieiaca eietbaaae 10, 497, 992 | 10, 399, 106 
pS aE a ee ahisbadinte Suaddueeebeensene 4,719, 241 | 4, 438, 456 
PE hits od nnc ddinedadsbiewaetdntusdsapsbhadegeswenbiadisoaus 35, 951, 655 33, 492, 598 





When applied to test year sales, the prescribed rates would have 
resulted in a slight increase in revenues to be received from Manu- 
facturers and Ohio Fuel, because of the reduction in billing demand 
for such customers effected under the contract demand tariff. How- 
ever, when applied to sales after February 15, 1953, the effective date 
of the rates in this docket, the prescribed rates effect a rate reduction 
to each customer. 

United Fuel alleged in its application for rehearing that because of 
the rates prescribed by the Commission it would earn during 1953 not 
the 614 percent rate of return which the Commission found reasonable 


*The required revenues from interstate wholesale sales have been reduced by the 
amount of revenues (adjusted to reflect price of Transcontinental’s gas) received from 
Equitable Gas Co. which was a non-recurring sale, as previously explained in opinion 
No. 258. 
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for it, but only 3.69 percent. The data presented in support of this 
allegation are not of record in this proceeding, and are not sufficiently 
detailed to be susceptible to accurate analysis. To the extent that the 
data can be analyzed the computation of the 3.69 percent return ap- 
pears to be in error. In the first place, the return is related to a rate 
base which appears to be out of line with the plant investment which 
will prevail during 1953. The rate of return is premised upon a rate 
base which would have to show an increase of more than $20,000,000, 
between January 1, 1953, and December 31, 1953. The records of the 
Commission do not show any outstanding or requested certificates of 
public convenience and necessity reflecting expansions of this magni- 
tude, nor does United Fuel’s recent rate increase application showing 
data for the first 6 months of 1953 support such a rate base as that 
indicated in the application for rehearing. In the second place, data 
which has been presented to this Commission in this and other pro- 
ceedings indicate that the sales volumes for 1953 set out in the appli- 
cation for rehearing are below those elsewhere estimated by United 
Frel. 

The application for rehearing also purports to show the impact of 
the Commission’s decision on the entire Columbia Gas System, Inc. 
This proceeding and the record developed therein relates solely to the 
costs, rates, and revenues of United Fuel. As noted in opinion No. 
258, United Fuel’s wholesale sales subject to this Commission’s juris- 
diction, are to all intents and purposes intra system transactions. We 
do not have the entire Columbia system before us, although in view of 
the close integration of Columbia’s operations the simultaneous deter- 
mination of all of Columbia’s wholesale rates, subject to our juris- 
diction, in a consolidated proceeding, would be desirable if it could be 
accomplished. The full impact upon Columbia of our rate deter- 
minations is obscured by piecemeal rate determinations for the indi- 
vidual subsidiaries of the system. In evaluating the claimed effect 
of our opinion in the United Fuel case upon the Columbia system, it 
should be noted that only about 30 percent of the Columbia system’s 
ultimate sales revenues are subject to our jurisdiction. The remain- 
ing 70 percent of Columbia’s sales revenues are subject to various local 
jurisdictions, in which Columbia’s subsidiaries sell gas at retail. 

This Commission has previously expressed its concern for the 
financial integrity of Columbia, and will prescribe rates for the sales 
subject to its jurisdiction sufficient to cover proper operating costs 
and allow a fair return on the net investment rate base. However, in 
view of the fact that we regulate only about one-third of Columbia’s 
ultimate sales, we can not insure the overall earnings of the system. 
Furthermore, we can not prevent Columbia from engaging in prac- 
tices such as that brought out during oral argument, when counsel for 
United Fuel admitted that United Fuel had continued to buy gas from 
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Transcontinental during 1953 at 28 cents per M. c. f. while curtailing 
its purchases from Tennessee at an incremental cost of only about 20 
cents per M. c. f. Nor can we guarantee for any relatively short 
period of time, as contrasted with normal operations for which rates 
are fixed, that weather or other conditions will be such that United 
Fuel or Columbia will earn the 614 percent return we heretofore 
found reasonable. 

The Commission further finds: 

(1) Opinion No. 258, as herein modified, should be affirmed, and 
the stay of such order should be vacated. 

(2) The rates and charges contained in United Fuel’s original 
sheets Nos. 12, 13, 14, and 15, of its F. P. C. gas tariff third revised 
volume No. 1 are unjust and unreasonable, and should be disallowed. 

(3) First revised sheets Nos. 12, 13, 14, and 15 appended hereto, and 
hereinafter prescribed, set forth just, reasonable, and not unduly 
discriminatory or preferential rates and charges for the sale of 
natural gas for resale in interstate commerce by United Fuel to be 
observed and in force on and after the date of issuance of this opinion 
and order, and should be substituted for similar sheets included in 
the appendix to opinion No. 258. 

(4) The difference between the total amount charged for sales 
between February 15, 1953 and the date of issuance of this opinion 
and order, to each utility customer, under the rates and charges in 
effect under bond subject to refund pursuant to Commission order, 
and the total amounts which would have been charged for sales during 
such period to such customers under the rates prescribed herein, 
should be refunded, with interest at 6 percent per annum, by United 
Fuel to its utility customers as hereinafter provided and ordered. 

The Commission orders: 

(A) The increased rates and charges for the sale of natural gas for 
resale contained in its F. P. C. gas tariff third revised volume No. 1, are 
hereby disallowed and said original sheets Nos. 12, 13, 14, and 15 are 
hereby cancelled. 

(B) First revised sheets Nos. 12, 13, 14 and 15, attached hereto and 
hereby made a part hereof by reference, are hereby prescribed as the 
lawful rates and charges to be observed and in force from and after 
the date of issuance of this opinion and order for the sales by United 
Fuel of natural gas in interstate commerce for resale and will be in- 
serted by the Secretary of the Commission in the United Fuel Gas 
Company’s F. P. C. gas tariff third revised volume No. 1. 

(C) Within 30 days from the date of issuance of this opinion and 
order, United Fuel shall file revisions to the general terms and con- 
ditions of its presently effective tariff consistent with this opinion 
and opinion No. 258. 
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(D) The Commission reserves the right to reject all or any part 
of such revisions as United Fuel may file pursuant to this order, and, 
without further proceedings, in lieu thereof to prescribe by further 
order appropriate tariff provisions consistent with this opinion and 
order and opinion No. 258. 

(E) Within 60 days from the date of issuance of this opinion 
and order, United Fuel shall refund to its respective utility customers 
to which it sells natural gas in interstate commerce, the difference be- 
tween the total amounts charged by it for sales between February 
15, 1953 and the date of issuance of this opinion and order to each 
of such customers by reason of the aforesaid original sheets Nos. 

2, 13, 14, and 15, and the total amounts which would have been 
charged for sales during such period to each such customer 
under first revised sheets Nos. 12, 13, 14, and 15, as contained herein, 
together with interest on the total amounts of each such refund at the 
rate of 6 percent per annum, from the date of payment to United 
Fuel to the date of repayment by it to each of said purchasers. United 
Fuel shall bear all costs incident to the making of such refunds. 

(F) Within 60 days from the date of issuance of this opinion and 
order, United Fuel shall report in writing and under oath, to the 
Commission the amount of refunds to each customer, with a detailed 
statement showing the method of calculation of such refunds, and 
shall serve a copy of such report upon each customer served under 
its F. P. C. gas tariff, third revised volume No. 1. 

(G) United Fuel be and it hereby is required to adjust its recorded 
book depreciation and depletion reserves in accordance with opinion 
No. 258 and this supplemental opinion. 

(H) Opinion No. 258, as modified herein, is hereby affirmed, and the 
stay of the Commission's order issued August 7, 1953 in this proceed- 
ing is hereby vacated. 

(1) This order is without prejudice to any findings or orders 
which have been or may hereafter be made by the Commission in 
any proceedings now pending or hereafter instituted. 
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APPENDIX A 
UNITED FUEL GaS Co. 


[Investment rate base] 


























Description Se Adjustments | Opinion No. 

No. 258 258 adjusted 

Average gas plant in service (6/30/51-6/30/52) $115, 524, 415 
Average completed construction work in progress 4, 753, 127 
Average retirement work in progress : 279, 3 
We kaceaccnwe 120, 556, 975 |... 120, 556, 97 5 
Average reserves_. 44, 239, 577 ($120, 459) M4, 119, 118 
Average net plant--_-_ 76, 317, 398 iene | 76, 437, 857 
Contributions in aid of construction | 271, 537 | 271, 537 
Net investment. 76, 045, 861 | 120,459 | 76, 166, 320 
Working capital allowance 9, 620, 992 | 1 678,966 | 10,290,958 
Adjustment for 75 percent of Federal and State income taxes al, 125, 921) ? 176, 309 | (949, 612) 
Total rate base _- ~ 975, 734 | 85, 516, 666 
TE Ge EB iininccdcaccccciccntcectenssinibsiés 5, 344, 792 

1 Due to: aie - > = 

Correction of error in average value of stored gas at June 30, 1952_- $666, 900 


Increase in cost per M. C 


F. of stored gas resulting from additional volumes purchase d 


from Transcontinental 12, 066 
Total ar 67 8, 966 
2 Represents 75 percent of reduction in income taxes. a 176, 309 


APPENDIX B 
UNITED FUEL Gas Co. 





[Cost of s service for the 12 months ended June 30, 1952] 














Description } Opinion Adjustments | Opinion No. 
No. 258 | | 258 adjusted 
| | 
Operation and maintenance expenses: | 
Liquefied petroleum gas production_ a | ar $97, 202 
Natural gas production and gathering expenses ----._--...--. | 0 GE Racitnicitentindni 5, 520, 368 
Other gas supply expenses: 
Local gas purchases. -.-.......- neil 4 )_ 6, 781, 500 
Southwest gas purchases : _.------| 46,184,536 | ! $1,935,762 48, 120, 208 
Gas withdrawn from storage----....................--- 5, 414, 829 | 215,979 5, 430, 808 
| Gas delivered to storage aienias i (9, 763, 849) 3 (29, 029) (9, 792, 878) 
i es gas expense. .-. socesel TE: Caitnccdicinicictditchate 233, 
Gas used in utility operations | (1, 808, 951) | proncnaseoaset (1, 809, 951) 
Total other gas supply expenses | 47, 040, 516 1, 922,712 48, 963, 228 
Underground storage expenses GG Entocnenacencel 616, 430 
Transmission expenses Di PIE Endnwnsncnsatuny 3, 780, 052 
Administrative and genera) expenses 3, GG, 668 |............<. 1, 979, 643 
phipaainneeanas nanaieaae 
Total operation and maintenance expenses... -_-.-...............- 50, 034, 211 | 1, 922, 712 60, 956, 923 
Depreciation and depletion expenses 3, 742, 492 | 3 (240, 938) 3, 501, 554 
Taxes: | 
Other than income 1, 751, 962 iiciniiisiaiadaihiael 1, 751, 962 
Federal and State income 1, 501, 308 (233, 012) | 1, 268, 296 
Total taxes 3, 253, 270 | 233, 012)| 3, 020, 258 
Return on investment rate base 5, 283, 808 | * 60, 984 | 5, 344, 792 
Credits to cost of service (5, 700, 921) G, 700, 921) 
Total cost of service... 65, 612, 861 | 1. 509, 745 | 7, 122, 608 


1 Increase in gas purchased from Transcontinental—6,899,645 M. c. f. at $0.2805. 
2 Increase in average cost per M. c. f. resultant from adjustment ! above. 
3 Adjustment to reflect depreciation accruals on gas well construction and abandonment and depletion of 
gas lands and leaseholds on basis of production at 47,771,010 M. c. f. instead of 54,670,655 M. c. £ 
* Tabulation follows: 
Reduction of average depreciation and depletion reserves (resultant from decreased company 


production) in the amount of $120,460 x 6% percent return . 529 
Correction of error in stored gas available for current delivery in the amount of $666, 900 + 6M 

I a cinisiicacnintictgactancnmtilline ste toiautciip sods detine tie tanslcndich atte aoa nele idee gmeauisinhats meaiitattiin bn dikebini abana 41, 681 
Increase in allowance for stored gas cost due to repricing resultant from adjustment iets 74 
Reduction of adjustment for Federal and State income tax accruals available for reduction of 

ee Ce Se 20 GR 0 6 dhidnctdccrncitedinenncanadinsaaenetabiaaknktn , 020 


suedecunussnesdteenbakenbinbinkin sein nénencousooasanssenee 60, 984 
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APPENDIX 
UNITED Fue. Gas Co. 
FPC Gas Tariff—Third Revised Volume No. 1 
RATE SCHEDULE GS-1 


General Service 
1. AVAILABILITY 


This rate schedule is available to any buyer (hereinafter called buyer) for the 
purchase from United Fuel Gas. Co. (hereinafter called seller) of natural gas 
tor resale including gas used by buyer in its gas operations. 

(a) When buyer’s pipe line or distribution system connects with seller’s trans- 
mission pipe lines ; and 

(b) When buyer has executed a service agreement with seller wherein buyer 
agrees to purchase from seller natural gas up to the delivery obligation. 


This rate schedule is not available for the purchase from seller of natural gas: 
(i) to be used by buyer as boiler fuel in an amount exceeding 500 M. c. f. per 
day, or 


(ii) for resale for consumption as boiler fuel in an amount exceeding 500 
M. c. f. per day by any one ultimate consumer. 


2. APPLICABILITY AND CHARACTER OF SERVICE 

This rate schedule applies to all firm gas delivered by seller to buyer. Natural 
gas delivered by seller to buyer under this rate schedule shall be firm and shall 
not be subject to curtailment or interruption except as provided in sections 7, 
11 and 12 of the general terms and conditions. 
&. RATE 

Monthly demand charge: $0.90 M. c. f. of billing demand. 

Commodity charge: 23.85 cents per M.c.f. for all gas delivered. 
4. MINIMUM MONTHLY BILL 


The demand charge for the month. 


5. DETERMINATION OF BILLING DEMAND 


The billing demand for the month shall be the average daily demand in the 
billing month, but not less than the maximum demand so established in the 
previous 11 months. Average daily demand shall be determined as the volume 


of gas delivered during any billing month divided by the number of days in such 
month. 


In the event of an abnormal loss of gas due to a break in buyer’s facilities, the 
natural gas so lost shall not be included in determining the billing demand; 
provided, buyer furnishes seller satisfactory evidence of the nature and volume 
of such abnormal loss and that such loss was not due to buyer's negligence. 


6. HEAT CONTENT 


Refer to section 3 of the general terms and conditions. 
7. MEASUREMENT BASB 

Refer to section 2 of the general terms and conditions. 
8. GENERAL TERMS AND CONDITIONS. 


All the general terms and conditions are applicable to this rate schedule and are 
hereby made a part hereof. 
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Rate ScHEDULE LS-1 


Limited Service 

1, AVAILABILITY 

This rate schedule is available to any buyer (hereinafter called buyer) for 
the purchase from United Fuel Gas Co. (hereinafter called seller) of natural 
gas for resale including gas used by buyer in its gas operations; provided 
puyer has other supply sources, including deliverability from storage and own 
production, of not less than seller’s delivery obligation to buyer: 

(a) when buyer’s pipe line or distribution system connects with seller’s 
transmission pipe lines; and 

(b) when buyer has executed a service agreement with seller wherein buyer 
agrees to purchase from seller natural gas up to the delivery obligation. 
This rate schedule is not available for the purchase from seller of natural gas: 

(i) to be used by buyer as boiler fuel in an amount exceeding 500 M. c. f. per 
day, or 

(ii) for resale for consumption as boiler fuel in an amount exceeding 500 
M. c. f. per day by any one ultimate consumer. 


~. APPLICABILITY AND CHARACTER OF SERVICE 

This rate schedule applies to all gas delivered by seller to buyer. Natural 
gas delivered by seller to buyer under this rate schedule shall be firm and shall 
not be subject to curtailment or interruption except as provided in sections 
7, 11 and 12 of the general terms and conditions or as may be required to 
supply the maximum daily sales requirements of both seller and buyer. 
3. RATE 

Monthly demand charge : $0.90 per M. c. f. of billing demand. 

Commodity Charge: 22.85 cents per M. ¢c. f. for all gas delivered 
4. MINIMUM MONTHLY BILL 

The demand charge for the month. 
5. DETERMINATION OF BILLING DEMAND 


The billing demand for the month shall be the average daily demand in the 
billing month, but not less than the maximum demand so established in the 
previous 11 months. Average daily demand shall be determined as the volume of 
gas delivered during any billing month divided by the number of days in such 
month. 

In the event of an abnormal loss of gas due to a break in buyer’s facilities, 
the natural gas so lost shall not be included in determining the billing demand; 
provided, buyer furnishes seller satisfactory evidence of the nature and volume 
of such abnormal loss and that such loss was net due to buyer's negligence. 


6. HEAT CONTENT 
Refer to section 3 of the general terms and conditions, 
7. MEASUREMENT BASBP 
Refer to section 2 of the general terms and conditions 
. GENERAL TERMS AND CONDITIONS 


All the genera] terms and conditions are applicable to this rate schedule and 
are hereby made a part hereof. 
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364 FEDERAL POWER COMMISSION 
In tHE MATTER OF 


PENNSYLVANIA WATER AND POWER COMPANY AND 
CONSOLIDATED GAS ELECTRIC LIGHT AND POWER 
COMPANY OF BALTIMORE 


Proceeding to Interpret Rate Schedule 
Docket No. E-6512 
December 3, 1953” 

Syllabus 


Commission, in response to a request for an interpretation of the meaning of 
Penn Water’s schedule of rates in relation to the company’s direct sales of 
energy to the Pennsylvania Railroad, declares that it did not attempt, in 
prior proceedings, to assert jurisdiction over the sale to the railroad but 
rather left that sale and the terms and conditions thereof unregulated. 
P. 365. 

By THE ComMMISSION : 

OPprInion 


The Commission has been requested by Pennsylvania Water & 
Power Co. and Consolidated Gas Electric Light & Power Co. of Balti- 
more to declare the meaning, in relation to Penn Water's sales of 
energy to the Pennsylvania Railroad, of the schedules of rates for 
Penn Water prescribed by the Commission's orders issued January 5, 
1949, and October 27, 1949, in Pennsylvania Water & Power Co., 
docket No. IT-5915 (8 F. P. C. 1, and 1193). The requests were sub- 
mitted pursuant to orders of the United States District Court for the 
District of Maryland, dated at Norfolk, Va., July 23, 1953, in Pennsyl- 
vania Water & Power Co. v. Consolidated Gas Electric Light & Power 
Co. of Baltimore, civil actions Nos. 5884 and 6181, both reading iden- 
tically, in part, as follows: 


That the plaintiff and defendant herein take appropriate steps before the 
Federal Power Commission to obtain an interpretation of said schedule or tariff 
by the Commission in the following particular: whether the schedule or tariff 
established by the order of the Commission dated January 4, 1949, issued Jan- 
uary 5, 1949, made effective February 1, 1949, in the matter of Pennsylvania 
Water & Power Co., docket No. IT-5915, and confirmed by its order dated October 
25, 1949, issued October 27, 1949, terminates and supersedes the previously exist- 
ing obligation of Pennsylvania Water & Power Co. to credit or otherwise return 
to Consolidated Gas Electric Light & Power Co., the entire amount of the former’s 
allotment, under the divisional agreement between them dated September 9, 1937, 
of the revenues originating from the Pennsylvania Railroad, with the result that 
on and after February 1, 1949, the said schedule or tariff awards to the Pennsyl- 
vania Water & Power Co., to be its own absolutely and finally, the amount of 
said allotnrent remaining after deducting, and crediting to said Consolidated Gas 
Electric Light & Power Co., the cost of the service of Pennsylvania Water & 


*Designated Commission opinion No. 263. 
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Power Co. to the Railroad, which was fixed by the Commission in said orders 
se ¢ 

The Commission did not attempt to assert jurisdiction over the sale 
to the Pennsylvania Railroad but rather left that sale and the terms 
and conditions thereof unregulated and undetermined. In other 
words the Commission was silent with respect to this matter. It did 
not terminate, supersede, or change (or continue or confirm) any pre- 
viously existing right or obligation of Penn Water, or of Baltimore 
Co., with respect to the division of revenues for power and energy sup- 
plied to the Pennsylvania Railroad (and the same is true of each of the 
Commission's findings and opinions, and other parts of the orders, in 
that proceeding). 

The contentions which have been advanced in submitting the ques- 
tion to this Commission make it appropriate to undertake some ex- 
planation. 

As the Commission’s January 5, 1949, opinion made plain, in that 
proceeding the Commission did not seek to assert jurisdiction under 
part I of the Federal Power Act over the rate for Penn Water’s serv- 
ices to the Pennsylvania Railroad, 8 F. P. C. 17, note 22: 

We confine our inquiry concerning jurisdiction under part I to Penn Water’s 
sales to its Pennsylvania resale customers and to Baltimore Co.” 

And of course there was no assertion of jurisdiction under part IT 
which extends only to sales for resale. 

So also the Commission’s January 5, 1949, order plainly refrained 
from including Penn Water’s rates to the Railroad among those regu- 
lated, for it directed Penn Water to file new schedules effectuating the 
prescribed reductions in rates and charges to Metropolitan Edison Co., 
Philadelphia Electric Co., Pennsylvania Power & Light Co., and Bal- 
timore Co., but not to the Railroad, 8 F. P. C. at p. 105. 

Penn Water interpreted that order the same way, by filing a sched- 
ule for service to each of those four customers, 8 F. P. C. 1193-1194,? 
without tendering one for service to the Railroad. 

The Commission in turn, in rejecting the tendered filings and itself 
prescribing rate schedules to effectuate the ordered reduction, pres- 
scribed four rate schedules, one for each of the same four companies, 
and none for the Railroad, 8 F. P. C. 1199, 1202, 1203, 1204. 

The Commission not only thus avoided all direct regulation of rates 
for serving the Railroad, but was careful to avoid any indirect regula- 
tion, even in part, as we shall point out. In doing so the Commission 
at times used language which, taken out of context may at first reading 
seem to assume impliedly that Penn Water will receive certain 

1See also 8 F. P. C. at p. 96 where, in the same opinion, the Commission also said, 
“@ © © we have confined our inquiry to Penn Water’s sales to its resale customers.” 


2A separate schedule for services rendered by Baltimore Co. to Penn Water was also 
tendered. 
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revenues from service to the Railroad in excess of the cost of that 
service. So also in later Commission briefs Commission counsel may 
from time to time have used similar language.’ But a careful exam- 
ination will show that in no instance was the question of regulating 
rates for Railroad service under consideration where such language 
was used; in no instance did the Commission use words commanding 
obedience upon the part of any of the parties involved with respect to 
revenues for Railroad service; and in every instance the reference to 
the excess revenues is given its full and intended meaning if it is read 
as providing that the right to any such excess revenues is left undeter- 
mined. Moreover, the concrete facts before the Commission were the 
figures for operating expenses and revenues in the test year 1946 when 
Penn Water actually received $222,475 for railroad service in excess of 
its cost, 8 F. P. C. at p. 96. The test year having shown such an excess 
and the Commission having determined to do nothing to regulate the 
rate for that service and having reached no conclusion on the question 
whether Penn Water would continue to receive that excess in future 
years, understandably spoke in terms appropriate to the test year. 

It was necessary for the Commission to take particular care to avoid 
indirect regulation of Penn Water’s rate to the Railroad, if it were to 
continue in effect a type of service and rate to Baltimore Co. similar 
to that previously in effect, because of the peculiar nature of that 
service and rate. The service to Baltimore Co. consisted of that part 
of the total of the output of Penn Water’s plants and Penn Water’s 
entitlements from Safe Harbor which was not used for Penn Water’s 
stipulated services to its three Pennsylvania utility customers and to 


*Penn Water points to language like the following in the Commission's order of October 
27, 1949, as expressly ruling that the $222,475 balance of revenue from the Railroad was 
left by the Commission's order to Penn Water as its own, over and above its cost of 
service: 

“Inasmuch as the rate to the railroad is being left unreduced by the Commission, the 
cost of that service (instead of the revenues from the service, as in the case of the other 
Pennsylvania customers) will, under the Commission’s previous orders and opinions, be 
used in computing the credit. (Otherwise, the nonreduction in the rates to the railroad 
would be rendered nugatory to Penn Water, being offset by the greater reduction in the 
rates to Baltimore Co. due to the larger credit.)”’ 

It also points to extensive portions of the Commission's briefs on appeal of its orders 
to the United States Court of Appeals for the District of Columbia Circuit, emphasizing 
passages like the following: 

“The Commission’s order of January 5, therefore, provided that in computing the 
Baltimore Co.’s remainder payment, Penn Water should keep its excess revenues from 
service to the Railroad * * * (otherwise) the Commission’s order would merely have had 
the effect of giving to Baltimore Co. the excess of the revenues received from the Railroad. 

“Any increases which take place after 1946 in Penn Water's cost of service to the 
Railroad due to increased fuel costs of steam-generated energy supplied to the Railroad 
which are reflected in increased revenues from the Railroad due to the fuel adjustment 
clause in the Railroad rate schedule * * * had to be allowed for in the computation 
(of cost of service to the Railroad), in order to prevent giving Penn Water more than the 
actual excess of Railroad revenue over cost of service to the railroad. * * * 

“The effect of this slight modification (of the previous form of residual rate) was to 
leave in Penn Water's hands, in addition to the 5% percent return on investment assured 
by the residual payment by Baltimore Co., any excess of Penn Water's revenues from the 
Railroad over the cost of service to the Railroad. * * *” 
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the Railroad in Pennsylvania, 8 F. P. C. at p. 96. The rate to Balti- 
more Co. was the amount per annum required to provide Penn Water 
a specified net return on the investment in property devoted to the 
service of all five of its customers, after a proper allowance for the 
business with the other four. That is to say, Penn Water charged 
Baltimore Co. a residual amount for a residual service. 

The Commission, in fixing lower rates, retained the residual form 
of rate because it found, on the record before it, that it was not feasible 
for Penn Water to assume firm commitments to all of its customers, 
including Baltimore, and because it found that the residual rate for 
residual service was the most feasible, 8 F. P. C. at p. 96. But the 
problem of how to fix the residual rate and at the same time leave 
the rate for service to the Railroad free from Federal regulation re- 
quired special consideration, i. e., how to fix a residue without fixing 
one of the items which had theretofore been subtracted in determining 
that residue? 

The solution adopted by the Commission was to deduct from Penn 
Water’s total cost of service (including a fair return on a prudent 
investment rate base) the actual revenues received by Penn Water 
from its three Pennsylvania utility customers (at the reduced unit 
rates prescribed for them,‘ but to deduct for the Railroad service 
only the cost of that service (including in “cost of service” a fair re- 
turn on the portion of the total rate base allocable to that business) .° 
This did not involve a determination of who should be the ultimate 
beneficiary of the excess revenues, if any, from the service to the Rail- 
road. The Commission refrained from passing upon that question. 

This solution had two corollary incidents, in the discussion of which 
some of the language was used which has been brought in question. 
The first was due to the fact that Penn Water’s cost of the service to 
the Railroad and to the Pennsylvania utility customers would be 
affectetl directly by future fluctuations in fuel costs for the Baltimore 
steam-generated energy used in rendering part of the services. Ac- 
cordingly the Commission prescribed fuel adjustment clauses for fu- 
ture use in the rates to the Pennsylvania utility customers and com- 
putation of the cost of service to the Railroad, 8 F. P. C. at p. 1197. 
The second was a provision that income taxes associated with revenues 
from the Railroad in excess of the cost of that service (including re- 
turn at 514 percent) should be assigned to that excess, 8 F. P. C. at 
pp. 96, 1200. 

Thus it is clear that none of the references to an excess of revenues 
from service to the Railroad was made for the purpose of deciding 

* These unit rates were designed to return to Penn Water the allocated cost of service 
to those customers, respectively. 


68 F. P. C. 1201. In the test year 1946 the Commission found that cost of service was 
$222,475 less than the revenues received for that service, 8 F. P. C. 96. 
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whether there would be such an excess in the future or whether Penn 
Water should keep it, but all were made solely to clarify that Penn 
Water was left free from Federal regulation of its charges for that 
service. Free, that is, not only as to what it should charge the Rail- 
road, but free from any offsetting reduction in the Commission-pre- 
scribed charges to Baltimore Co. 

Penn Water also argues that it would have been idle for the Com- 
mission to require Penn Water to credit Baltimore Co. with the 
amount of $141,777 © for special facilities used in service to the Rail- 
road “if the Commission meant that all this excess (over Penn Water’s 
cost of service to the Railroad) should be turned over to Consolidated.” 
But the Commission’s decision, as already stated, was neither that the 
excess should be so turned over, nor that it should not, but rather 
than the question of whether it should or should not was left undecided. 
The agreements between the two companies will determine the further 
treatment of such excess. 

The Commission could not consistently have determined that Penn 
Water was entitled to the benefit of the excess. If it had, its action 
in doing so would have been tantamount to fixing Penn Water’s rate 
or charge for that service, and fixing it in violation of the Commission’s 
clearly manifest purpose to fix the rates it was regulating so as to 
provide only a fair return on the prudent investment. For to have 
determined that Penn Water should receive the $222,475 excess, on the 
basis of 1946 figures, or any part of it, would have been to give or 


®See 8 F. P. C. at pp. 82, 1195-1196, 1200. On review before the United States Court 
of Appeals for the District of Columbia Circuit Penn Water unsuccessfully advanced the 
contention (brief for petitioners Penn Water and Susquehanna Transmission Co., dated 
September 20, 1950, p. 137) that the $141,777 credit ‘“‘constitutes an attempt by the 
Commission to regulate Penn Water's rates to the Railroad, even though the Commis- 
sion has disclaimed jurisdiction over such rates * * *.’’ Commission counsel answered 
(brief for respondent, dated November, 1950, pp. 172—173) : 

“The Commission found * * * that this amount represented payment by the Railroad 
for special facilities actually furnished by Baltimore Co. Accordingly, this amount had to 
be treated as belonging to Baltimore Co. to arrive at a proper amount of Penn Water’s 
excess revenues from Railroad service in Pennsylvania. * * * 

“Previously the erroneous treatment of the $141,777 as revenues from the Railroad 
to which Penn Water was entitled did not injure Baltimore Co., although it actually 
furnished the facility at its own cost, as long as it served to reduce by that amount the 
remainder payment Baltimore Co. had made to Penn Water. The mistake ‘washed out’ 
due to Baltimore Company’s remainder type payment. 

“But with the Commission’s elimination from such washing-out process of all of Penn 
Water's excess revenues from the Railroad, it became necessary to exclude from those 
excesses the amount of $141,777 which actually belonged to the Baltimore Co., because 
continued treatment of the $141,777 as Railroad revenue belonging to Penn Water would 
have increased its exempt excess and allowed it to keep $141,777 belonging to Baltimore 
Co. Retention of that amount by Penn Water would have been, in effect, a rebate by 
Baltimore Co. to Penn Water.” 


The Court disposed of Penn Water's contention and some others with the general state- 
ment (193 F. 2d 230 at p. 246): “We have examined all the points raised and are con- 
vineced that the Commission’s treatment of each was within the range of statutory 
authority and was supported by substantial evidence.”” Penn Water did not press the 
point before the Supreme Court. 
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confirm to Penn Water just that much more than the return computed 
at the 514 percent rate which the Commission included in its “cost” 
of that service. Obviously the Commission did not do that. 


In THE MATTER OF 


TREATMENT OF FEDERAL INCOME TAXES AS 
AFFECTED BY ACCELERATED AMORTIZATION 


Docket No. R-126 


December 4, 1953* 
Syllabus 


1. Commission rejects argument that it should reduce the rates of companies dur- 
ing the five-year period of rapid amortization for emergency facilities 
allowable under section 124A of the Internal Revenue Code of 1950, because 
it would be inconsistent with the effort of Congress to aid our national 
defense. P. 371. 

2. Commission decides that the temporary tax savings, realized through the 
rapid amortization of emergency facilities, should not affect the annual 
charge for depreciation for rate making purposes. P. 373. 

3. Since the rapid amortization of emergency facilities is essentially a defer- 
ment of tax liability, the accruals for taxes in excess of those actually 
paid should be earmarked for the future meeting of such tax liability, 
and should not be used for the payment of dividends. P. 373. 


Dory, Commissioner, dissenting. 


By THE ComMISSION : 
Oprnion 


The Commission heretofore issued notice of proposed rule making 
to consider what rules, if any, should be promulgated with respect 
to the treatment of Federal income taxes for accounting or rate- 
making purposes, or both, under either the Natural Gas Act or the 
Federal Power Act, or both, in view of the accelerated amortization 
of the cost of certain facilities permitted under section 124A of the 

Internal Revenue Code. 

Arguments were held on March 18 and on October 16, 1953. This 
opinion will deal only with the rate-making aspect of the problem, 
and the accounting phase thereof will be dealt with at a later date. 
There are a number of natural gas companies which have received 
certificates of necessity for rapid amortization which are entitled to 
know how this Commission will treat these certificates in making 
rates. For this reason, this Commission is hereby announcing its 
policies in this regard. 


} <isneiadiiiliiinioliaiaia 
j *Designated Commission opinion No. 264. Rehearing denied by Commission order 
issued January 20, 1954. 
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What is said herein will, of course, have equal applicability to the 
interstate sales for resale of electric public utilities subject to our 
jurisdiction, where all or a portion of the facilities which produce the 
energy thus sold have been constructed pursuant to such a certificate. 
Since these interstate sales for resale of electricity are minor in com- 
parison to the volume of intrastate and retail sales, we recognize 
that the impact of our policies, enunciated herein, on electric public 
utilities is negligible, but that fact does not diminish or alter in any 
way the degree of our responsibility to the customers of the electric 
industry, and to the industry itself. 

Nevertheless we realize that the electric public utilities are gov- 
erned almost wholly in this regard by State commissions. Twenty 
of the twenty-one Commissions which have acted have adopted posi- 
tions consistent with the principles we are now enunciating. 

The accelerated amortization authorized by section 124A of the 
Internal Revenue Code was carried in section 218 of the Revenue 
Act of 1950. When the Senate Committee on Finance reported the 
bill, it recommended the insertion of section 218 in the House bill, 
which did not contain a similar provision. Section 124A was said 
by the Senate committee to have the same basic objectives as section 
124 of the Code which related to the amortization of emergency faci- 
lities during World War II. The former section 124 of the Code 
having been made applicable to certified emergency facilities con- 
structed by utility companies, as well as others, and the new section 
124A having the same jurisidictional language and the same basic 
objectives, the new section, of course, is applicable to electric public 
utilities and natural gas companies and we have no alternative but 
to construe it so. In fact, no one who argued before us disputed 
this point. 

Under the accelerated amortization provision of section 124A, any 
taxpayer who has received a certificate of necessity issued by the 
proper defense agency for the construction of an emergency facility 
may elect to take a deduction from gross income over a period of 60 
months for the amortization of a specified percentage of the cost of 
such emergency facilities in lieu of equal annual deductions for ex- 
haustion, wear and tear, and obsolescence during the estimated life 
of the facilities. Congress sought by this accelerated amortization 
provision to encourage the construction with private capital of those 
facilities which were deemed of sufficient value to the national defense 
to warrant the issuance of a certificate of necessity. 

Thus, the recipient of a certificate of necessity obtains substantial 
deductions against net income for income tax purposes during each 
of the first 5 years, and much smaller deductions therefrom during 
the remainder of the normal amortization period. If the income tax 
rates remained the same during the entire life of the facilities, the 
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same amount of taxes ultimately would be paid under either accele- 
rated or normal amortization. By the enactment of this law, Con- 
gress did not forgive the payment of any income taxes; it merely 
allowed payment of some of them to be deferred. This has the pre- 
cise effect of a grant by our Government to a certificate holder of an 
interest-free loan. 

Although all parties concede that certificates of necessity issued to 
electric public utilities and natural gas companies are perfectly valid 
and lawful, it has been strenuously argued that this Commission should 
nullify them by reducing the rates of such companies during the 5-year 
period of rapid amortization and thereby pass on to the customers of 
such companies the money which otherwise would inure to these com- 
panies by reason of their being permitted to defer payment of a portion 
of their income taxes. 

The answer to this contention is that Congress obviously did not 
intend to make cash donations to the particular persons who happen 
to be, during the 5-year period of accelerated amortization, the cus- 
tomers of the particular utilities which have received certificates of 
necessity. Such a result would be inconsistent with the effort of Con- 
gress to aid our national defense. 

It has been argued that some certificates were improvidently issued, 
and that we should for that reason prevent the holders thereof from 
receiving any benefit therefrom. While we have some question re- 
garding the issuance of such certificates for property obviously having 
long-term usefulness, nevertheless we cannot usurp the authority or 
veto the acts of another agency of the Government. We accept the 
responsibility to abide by section 124A of the Internal Revenue Code 
and will, to the best of our ability, carry out the intent of Congress 
in our treatment of certificates of necessity issued thereunder. We 
have not been given, and consequently cannot accept, any authority or 
responsibility for the issuance of any such certificates of necessity, 
and must recognize and accept those which have been issued by the 
agencies charged with that responsibility. 

Another contention which has been made is that income tax rates 
probably will be reduced in the future, and consequently certificate 
holders will receive an undue advantage by having unusually large 
deductions from income taxes during a period of high taxes, which 
will not be fully offset by the smaller subsequent deductions, if taxes 
are then lower. We cannot predict and should not speculate on future 
income tax rates. Congress undoubtedly was aware of the possibility 
of income taxes being reduced. Nevertheless it enacted this legislation. 
We have no power to enact different legislation. 

Still another contention which was advanced was that the amount of 
temporary cash savings which would accrue during the 5-year period 
of accelerated amortization should be charged to the depreciation re- 
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serve and thereby deducted from the rate base of the utility on the 
theory that it is equivalent to customers’ contributions, and therefore 
the utility should not be allowed to earn on these amounts. 

This argument is fallacious. The particular customers of a particu- 
lar utility have not made this cash temporarily available to the utility. 

The customers are not called upon to do anything more or different 
than they are now doing. They will pay the same rates, no more, no 
less. They neither lend nor give their money to the utility. Their 
position is the same with accelerated amortization as it is without it. 
It is the other two parties to the transaction who change their posi- 
tion—the United States Government and the utility. The United 
States Treasury will not receive, in the 5-year period, money which 
it otherwise would have received, and the utility will have the money 
which the Treasury does not have during that period. Thereafter, the 
utility starts paying the money back to the Treasury. No contribution 
is made by the customers or by anyone else. 

The proposal to charge the temporary tax savings, during the 5-year 
period, to the depreciation reserve is clearly a device to reach a compro- 
mise, which will allow the certificate holder to receive some but not 
all the benefits Congress intended. Deferred taxes are not depreciation 
and should not arbitrarily be labelled as such in order to prevent a 
certificate holder from receiving what our Government has given him. 

This Commission is an agency of Congress created to perform cer- 
tain legislative functions which Congress has delegated to us. We 
have a legal and moral obligation to abide by and execute the laws of 
Congress. This obligation does not permit us to substitute our judg- 
ment for that of the Congress or nullify the clear Congressional intent 
by administrative action. 

Much has been said concerning the extent of the benefits conferred 
by the issuance of these certificates and the advantages of the use of 
money without payment of interest thereon. This is wholly immate- 
rial to the question now before the Commission. The law and the 
principle involved is the same whether one certificate for a small 
amount has been issued, or whether a thousand certificates for large 
amounts have been issued. 

In a number of cases, the investment made by a certificate holder 
in reliance on his certificate has been a major fraction of his previous 
total investment. All the plans suggested in these hearings to deprive 
the certificate holder of the benefit of his certificate would in some 
cases very probably place the certificate holder in a position where he 
could not meet his current obligations to creditors or shareholders. 
Such an eventuality would result either in serious impairment or 
abandonment of service and would not be in the public interest. 

It appears essential to continue the depreciation policies which we 
have heretofore followed: Namely, to relate the annual depreciation 
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charge to the service life of the facility being depreciated. As applied 
to an emergency facility subject in whole or in part to accelerated 
amortization, the fact that temporary tax savings may be realized by 
the company through section 124A should not affect the annual charge 
for depreciation for rate-making purposes. 

Not infrequently, the depreciation methods allowed and recognized 
by a regulatory agency are not the same as those used by the utility 
for computing income taxes. We will recognize normal depreciation 
where a public utility or natural gas company has the privilege of 
accelerated amortization under section 124A of the Internal Revenue 
Code. We will use all safeguards at our command to insure that the 
rate-payer is protected from bearing any burden greater than normal 
depreciation after the period of accelerated amortization has expired. 
It has been contended that this is a difficult task and creates an 
unwieldy situation. Even if this were true, it is no reason to refuse 
to perform the duty. 

While it is clear to us that Congress, by the enactment of this law, 
did not intend to make gifts to the customers of the public utilities 
and natural gas companies which received certificates, it is equally. 
clear that Congress did not interid to provide a temporary fund to 
these companies which could be diverted to the payment of dividends 
to their shareholders. Since the possession of necessity certificates 
is essentially a deferment of tax liability, the accruals for taxes in 
excess of those actually paid should logically be treated, not as free 
and unrestricted income, but earmarked to provide for the future 
meeting of such liability. 

Consequently, we will take all steps necessary to insure that pro- 
vision is made for meeting the deferred tax liability and the temporary 
savings produced by the deferral of taxes are not used, directly or 
indirectly, for the payment of dividends, but are used for the purpose 
intended ; namely, to aid in the construction of the facilities described 
in the certificate which were deemed by our Government to be necessary 
to the national defense. 

We will treat accelerated amortization in accordance with the prin- 
ciples stated herein, in rate cases which come to us which have that 
factor in them. As stated above, the accounting treatment will be 
dealt with later. 


Commissioner Doty dissenting. 

I dissent from the action of my associates in their decision in the 
above-mentioned docket. In my opinion the decision will require rate 
payers to pay far more than a fair return for utility services, con- 
trary to a long line of precedents established by this Commission 
which have been upheld by the Courts. The decision will give utilities 
returns in excess of those necessary to render adequate service and to 
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attract capital for proper expansion of facilities; it will impose unjust 
burdens on consumers equal to these excessive returns; it will unneces- 
sarily complicate the regulatory process. 

The problem.—Congress, during World War II and the present 
cold war period, authorized special income tax deductions with respect 
to emergency facilities. The present law, section 124A of the Internal 
Revenue Code (Revenue Act of 1950), is patterned after former sec- 
tion 124 (Revenue Act of 1940) so much so that we must look to the 
latter for the legislative history of the former. 

Under the law, specified agencies of the Federal Government are 
empowered to issue certificates of necessity authorizing the cost, or 
a certain proportion of the cost,? of the emergency facilities to be 
taken as an income tax deduction over a period of 60 months, even 
though such facilities have a much longer service life when acquired 
tor normal peacetime pursuits. 

It is evident that many of the utility facilities certificated will have a 
life in service considerably beyond the 60 months’ amortization period. 
For example, some facilities licensed by this Commission and for 
which accelerated amortization certificates have been issued will prob- 
ably give service in the neighborhood of 100 years. By accelerating 
the depreciation deduction consequential savings in taxes will be 
realized in the amortization period. 

After the amortization period has ended, the accelerated depre- 
ciation deduction will cease for tax purposes. Inasmuch as under 
the tax laws only 100 percent of the cost of depreciable property may 
ultimately be recovered as depreciation expense, it is likely that 
annual depreciation expense subsequent to the amortization period, 
will be less than that normally allowable because of the previous 
acceleration as to part of the cost. 

The conflict between accelerated depreciation and normal deprecia- 
tion, with attendant tax savings in the amortization period, has 
created a very serious regulatory problem. The majority of the 
Commission seek to solve this problem by permitting the recovery from 
rate payers in the amortization period of amounts which would 
have been payable as income taxes had the special accelerated depre- 
ciation deduction not been allowed. In other words, they would not, 
in fixing rates, give effect to the tax savings during this period, but 
rather, would treat such tax savings as tax expense, with offsetting 
credits to some kind of a special reserve. In the post-amortization 
period they probably would not allow the actual income taxes pay- 
able on the business for each year, but instead would allow only the 
actual taxes reduced by a credit resulting from the allowance of more 
than actual taxes in the prior amortization period. 


It appears that about 45 percent of total cost of emergency facilities of gas and 
electric companies has been certified for allowance as accelerated depreciation. 
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The amounts which the utility will thus collect under the guise of 
taxes payable to the Government over some 25 to 100 years after the 
close of the amortization period will be available to the utility for 
its ordinary capital needs. The amount recouped as taxes will be 
substantially in excess of the actual taxes payable for a long period 
in the future and the excess could be used to pay off pro tanto securi- 
ties issued to finance the emergency facilities or to purchase other 
facilities, the cost of which would then be included in the rate base. 
Unfortunately, under the decision of the majority in this case, the 
consumers will not in any manner whatsoever receive any credit for 
these large payments which, as noted above, can readily be used for 
capital purposes. 

The majority base their conclusions on what they believe to be the 
intention of Congress. In my opinion they have seriously misinter- 
preted that intention. 

The general intention of Congress, as I will later show, was to allow 
rapid recovery of the investment or part thereof in facilities which 
have a doubtful economic life at the end of the emergency period. 
The intention of Congress, therefore, may best be carried out if we 
recognize accelerated depreciation in the fixing of rates. This would 
permit, at least in part, the rapid recovery of the investment.” 

It is well established that when utility customers pay for the cost 
of plant, which they dc through the depreciation allowance, they 
are given credit for such payments through the deduction of the 
resulting depreciation reserve in the computation of the rate base. 
The Federal Power Commission was successful in having the Supreme 
Court of the United States approve this principle in the Hope case.® 

As to the amount of accelerated depreciation to be allowed in rate 
cases, at the present time I would allow an amount equal to the tax 
savings in the amortization period which is all that is claimed as 
additional expense at this time. I would not close my eyes, however, 
to claims for larger amounts upon a proper presentation as to prob- 
able economic loss during the amortization period. 

Legislative history—The legislative history of section 124A of the 
Internal Revenue Code is meager; we must look to its predecessor, 
section 124 (2d Revenue Act of 1940) to ascertain its purposes. The 
then Assistant Secretary of the Treasury, Mr. John L. Sullivan, tes- 
tified in support of the original measure as follows: 

The agencies of the Government charged with the duty of letting contracts 


for national defense orders have brought to the attention of the Treasury an 
aspect of the present income tax law on which they have requested revision. I 


2This would also avoid the sudden changes in rates consistent with the aims of those 
who advocate “normalizing” income taxes. During the amortization period depreciation 
expense would be increased whereas taxes would decrease. In the post-amortization 
period income taxes would presumably increase whereas depreciation expense would 
decrease because of cessation of accelerated depreciation. 
3 Federal Power Commission v. Hope Natural Gas Co., 320 U. S. 591. 
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refer to the provisions for depreciation * * *. Under the existing law the 
taxpayer is permitted to spread the cost of his depreciable assets over their ex- 
pected life * * * [However] * * * in those cases in which the plant and equip- 
ment will have little or no use after the completion of the defense program, the 
rate of depreciation must be increased if the manufacturer is to have the op- 
portunity of charging the cost against income during the period of emergency. 
Such accelerated depreciation or amortization cannot be allowed under existing 
law. The advisory Commission to the Council on National Defense, and the War 
and Navy Departments, have informed the Treasury Department that the in- 
ability of manufacturers to secure special amortization allowance is impeding 
the letting of defense contracts. Because of this situation the Treasury recom- 
mended to the subcommittee that provision be made by law for special amortiza- 
tion of the cost of new plant and equipment necessary to the defense program 
over a period of 5 years * * *.* 


The position of the industry as was well explained by the Boston 
Chamber of Commerce: 


It is therefore universally recognized that there must be some means provided 
by which the cost of the expansion of plants for defense purposes may be de- 
ducted from gross income for tax purposes if the facilities thus provided cease 
to be useful when the present emergency passes. The best method is to allow 
a deduction from gross income similar to the deduction now allowed for de- 
preciation, obsolescence, or destruction by flood, fire or other calamity of capital 
assets, under the heading of amortization of defense facilities.* 


Thus it was recognized that defense facilities might cease to have 
usefulness or at least experience diminished usefulness at the end of 
the emergency period, hence it was necessary, in order to attract 
capital, to permit the rapid recovery of the investment, or a substantial 
part thereof, during such emergency period. 

This is made abundantly clear by the Committee on Expenditures 
in the Executive Departments in a report to Congress in 1951: 

When it is said that certificates of necessity were intended as an “incentive” 
to private capital to build defense plants, all that properly means is that private 
enterprise would naturally be reluctant to invest in a war or emergency facility 
unless assured by a certificate of necessity that cognizance will be accorded by 


the Government to the probability that the facility will have a comparatively 
short economic life.’ 


And— 


This subcommittee believes the major factors controlling the percentage of 
the certificate should be the proper economic usefulness of the facility for other 
than defense purposes after 5 years * * *. 


The testimony of officials charged with the responsibility of issuing 
certificates of necessity shows that they considered accelerated de- 
preciation allowances as their best estimates of the economic deprecia- 
tion which would likely occur during the emergency period: 


*Joint hearings, Committee on Ways and Means, H. of Rep. and Senate Committee on 
Finance, 76th Cong., 3d sess. 

5 Joint hearings, supra, p. 477. 
® House report 504, 82d Cong., 1st sess., p. 17. 
7 House report, supra, p. 3. 
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I should say that it is largely the control; namely, what is in our best judg- 
ment our estimate of the profitable usefulness of the facility after the emergency 
period. I do appreciate that it is impossible to do that with mathematical 
precision.® 

a * * * * ao + 

Mr. Casey: Is it not true that certificates of necessity were originally designed 
to cover the economic depreciation of the facility during the five-year period as 
distinguished from physical depreciation? 

Mr. CREEDON : I believe that is correct ; yes, sir.° 

a . . * * + * 

Mr. Casey: In other words, under the practice and procedure at present where 
a percentage is fixed in the amount of 85 percent for a steel company, that 
logically should represent a determination in advance and as correctly as pos- 
sible under the circumstances that the facility will be 85 percent depreciated 
economically at the end of the five-year period? 

Mr. Kirsy: Yes; that is right.” 

Therefore, the basic purpose of accelerated depreciation is to per- 
mit the rapid recovery, in whole or in part, of investments which 
might be in jeopardy (and, therefore, unattractive to investors) under 
normal depreciation practices. 

I accept without qualification the purpose of section 124A as shown 
by the legislative history. I accept, of course, the action of the ap- 
propriate defense agency officials in issuing certificates of necessity to 
companies subject to this Commission’s jurisdiction. I agree with 
my associates that it is not for this Commission to inquire into the 
reasonableness of their action. Our job, as far as is pertinent here, 
is the regulation of public utility rates—we take over in this matter 
where the defense agencies leave off. 

Treatment of accelerated depreciation in rate cases.—In the treat- 
ment of accelerated depreciation for rate making purposes, we start 
with the knowledge that duly constituted agencies of the Federal 
Government have found that certain facilities are so closely identified 
with the national emergency as to require special depreciation allow- 
ances. I would, therefore, allow accelerated depreciation (in the 
amount of tax savings) in the computation of rates as well as for the 
purpose of accounting. 

My associates apparently would not allow additional depreciation 
expense but instead would adjust the actual income tax expense up- 
ward by the amount of the tax savings due to the allowance of acceler- 
ated depreciation for income tax purposes. In the post-amortization 
period, I presume income taxes would be adjusted downward. In 
other words, they reverse the process; they deny accelerated depre- 
ciation and proclaim accelerated taxes. 


* Hearings into the policies, procedures, and program involving granting of certificates 
of necessity and loans, 82nd Congress, 1st Session, p. 301, testimony of Frank H. Creedon, 
Assistant Administrator, Facilities Construction Bureau, Naitonal Production Authority. 
® Supra, pp. 301-302. Mr. Casey was counsel for the subcommittee. 

10 Supra, p. 341, Vance N. Kirby, tax legislative counsel, Treasury Department. 
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This procedure is erroneous, in my opinion, in at least four respects : 
(1) it does not conform to Congressional intent, i. e., the allowance of 
accelerated depreciation; (2) it results in overstatement of income 
taxes for 5 years and understatement of such taxes for many years 
thereafter; (3) it is unwieldy; and (4) it fails completely to com- 
pensate the rate payer for his contribution to the capital of the utility. 

I have already discussed (1) above. As to the second point, the 
allowance of more income taxes than are legally due on the income 
for the 60-month period—more taxes than are lawfully accessible— 
is not sound. This Commission has held on several occasions that it 
will allow only actual taxes in the computation of rates and the present 
decision is, therefore, a departure from well-reasoned precedent.” 

True, my associates imply that they will offset the allowance of more 
than actual taxes during the 5-year amortization period by the allow- 
unce of less than actual taxes during the post-emergency period. Of 
course, this proposal involves a great deal of speculation. Questions 
of future tax structure and tax rates affect the equities of the proposi- 
tion. Moreover, the allowance of less than actual taxes, even though 
to offset excessive allowances in previous years, is a poor regulatory 
device. A large element of confusion is unnecessarily introduced into 
regulation by this approach including, among other things, the question 
of law as to the authority to require a utility to charge rates which will 
not allow full recovery of actual taxes. 

The method sanctioned by my associates is unwieldy at best. If the 
tax credits are to be made over the remaining life of the property, 
then tax adjustments in the case of some hydroelectric projects will 
be made for 100 years. Of course, the adjustments will never be made 
for this long period—the proposal will be abandoned because of its 
impracticality long before the end of the service life of the property. 
On the other hand, if a rough period of, say, 25 to 30 years is taken 
as the period during which tax credits must be imposed, this is an 
arbitrary determination resting solely on expediency, which likewise 
is a poor regulatory standard. This latter procedure departs from the 
“deferred tax” theory and is plain recognition of the impracticalities 
of that theory. 

The annual upward adjustment of income taxes during the acceler- 
ated depreciation period will be large and the annual credits during 
the much longer succeeding period will be much smaller. The net 
effect of this will likely be that consumers will stand the large book- 
keeping increases in expense with little chance of getting any of the 
benefit from the small bookkeeping reductions thereafter. 

More important, however, is that the method proposed by my asso- 

United Fuel Gas Co. case, docket Nos. G-1781, G—2055, opinion No. 258-A, issued 


November 19, 1953, 12 F. P. C. 351; Transcontinental Gas Pipe Line Corp., docket No. 
G—1842, opinion No. 227, issued May 29, 1952, 11 F. P. C. 94. 
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ciates fails to give the rate payers any credit for their payment of 
hundreds of millions of dollars many years in advance of the time 
when such amounts are theoretically due as taxes. Thus under their 
method rate payers in 1954 will be charged for amounts earmarked 
as income taxes due as late as 1984 or 2004. Even if such amounts 
were actually prepayments of taxes, the rate payer should be compen- 
sated for the use of this money by the utility for such a long period 
of time. 

The method I advocate automatically eliminates any such inequities 
as the foregoing. The same dollars would be collected from rate payers 
initially, but the extra amounts would be treated as additional depre- 
ciation expense in accordance with the underlying theory of accelerated 
depreciation. These dollars could be used to pay off the capital in- 
vested in the facilities or invested in new facilities. As the new 
amounts are collected from the rate payer, the investment on which 
the rate payer pays a return would be correspondingly reduced. It 
has been the standard practice of this Commission almost since the 
inception of its rate regulatory authority to reduce the investment base 
by the depreciation allowance. Thus the Commission said in the Safe 
Harbor Water Power Corp. case: 

There is no principle or concept of regulation, either in law or in fact, requir- 
ing consumers to pay in perpetuity a return on the total capital initially em- 
barked in the enterprise when such capital is periodically returned through de- 
preciation charges and in the absence of reinvestment of such capital in the 
utility’s operative property. Such return of capital terminates the consumers’ 
obligation.” 

The decision of the Commission in that case was upheld by the 
United States Court of Appeals for the Third Circuit * and certiorari 
was denied by the Supreme Court of the United States." 

It is interesting to note that since the decision of the Supreme Court 
in the Hope case, most regulatory commissions deduct the depreciation 
reserve or its equivalent in the computation of the rate base.** 

The recognition of accelerated depreciation would accomplish the 
purpose of section 124A of the Internal Revenue Code in that it 
would permit the rapid recovery, at least in part, of capital invested 
in emergency facilities. This may be shown by the illustration below 
in which the following assumptions have been made: 

(a) Gross investment $1,000,000, of which 60 percent has been ap- 
proved as subject to accelerated depreciation ; 

(b) Normal service life, 40 years; 

95 F. P. C. 254. 

13179 F. 2d 179. 

% 339 U. S. 957. 


%3 State Commission Jurisdiction and Regulation of Electric and Gas Utilities, 1948, 
Federal Power Commission, p. 8. 
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(c) Rate of return, 6 percent. 





Net investment at end of 5 
years 


Normal Accelerated 


depreciation | depreciation 


III iio citi sacs co dncaimawenctesccundietebnaenewssesusadenestecs $1, 000, 000 1, 000, 000 


, 000, $1, 000, 
Depreciation at 242 percent for 5 years.............-..--------.-------------- (125, 000) (125, 000) 
Acceleration of depreciation (tax savings associated with $600, 000 at 52 percent 
in vcnidccnacdadanndeatiiphasuspeneeumeblantnstnbiddctbesmetiansdeaeeienmmnnella (273, 000) 
be RUN GIRIINE 52 oi icp icinnt hs tas sein eae meeeasoueeeme | 875, 000 | 602, 000 





Thus the foregoing illustration shows that under the method I 
propose the utility would get back $398,000 as depreciation expense in 
the amortization period. This would permit the utility to pay off 
that amount of securities and to reduce its capital obligation to 
$602,000 at the end of that time. Obviously it would then need a 
fair return on only $602,000 to be saved whole and any larger allow- 
ance would constitute an additional benefit to the company. 

Under the rule announced by the majority the rate payer would 
pay the same $398,000 but only $125,000 would be classified as depre- 
ciation, balance of $273,000 being classified in some special reserve. 
This latter amount could be used to reduce capital obligations or to 
finance expansions just as the higher allowance for depreciation could 
be used. However, the majority would give the rate payers no credit 
for this advancement of capital. 

When we remember that certificates of necessity have been issued 
to electric and gas utilities providing for accelerated amortization of 
some $2 billion,** the extent of the benefit may be imagined. Suffice it 
to say that on the basis of a 6 percent return and an average life of 
40 years, the additional income to the utility in excess of a fair return 
over the life of the property would amount to about $491,000 for 
every million dollars of investment subject to accelerated depreciation. 

The legislative history shows that it was the intention not to create 
such a benefit through enaction of section 124A. There is not a 
shred of evidence to the effect that utilities were to receive more than 
a fair return by the operation of that section. 

It has been stated that the income tax saving in the amortization 
period is in effect an interest-free loan from the Government. I do 
not so construe it. The actual dollars come from customers. The 
amount has none of the characteristics of a loan—due date, amount 
certain, etc. The collection of additional taxes commensurate with 
the savings is somewhat speculative, depending upon tax rates and 
tax structures many years in the future. The Government in the past 


Only a small part of this total is involved in rates subject to this Commission's 
jurisdiction. 





; 
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has made many loans to assist defense industries but the instant 
amounts are not in this category. 

Upon a decision * of the Supreme Court of Pennsylvania, prepay- 
ments of income taxes for 1 year are considered advances of working 
capital. The court held it was arbitrary and unreasonable not to 
deduct the amounts thereof in computing the working capital element 
of the rate base. This principle of law would seem to require the 
deduction from the plant element of the rate base, the larger “pre- 
payments” required by my associates in this proceeding. 

To me, the problem would best be handled by the allowance of 
accelerated depreciation expense and the deduction of the resulting 
depreciation reserve from the rate base in the fixing of just and reason- 
able rates. This allowance, in my opinion, would conform to the 
principle of the Internal Revenue Code, it would permit rapid re- 
covery of investment in defense facilities, it would treat rate payers 
and the utilities fairly, and it would avoid the messy accounting 
which, I am sure, will ultimately be abandoned in the plan approved 
by the majority of this Commission. 

It has been said that the charging of tax savings as additional 
depreciation expense would interfere with the orderly calculation of 
depreciation. I do not agree with this view. First of all, to the extent 
that the defense facilities have a shorter than normal economic life, 
this fact must be allowed for. Secondly, we know that the deprecia- 
tion expense at best is an estimate. We know that the reserves on 
the books frequently do not match the theoretically proper reserves. 
We know, too, that only the full cost of depreciable property should 
be recovered as depreciation expense. Studies from time to time 
are necessary to accomplish this end. Changes in rates from time 
to time are necessary under any depreciation method. Studies of 
the remaining service life where accelerated depreciation is allowed 
must be made for income tax purposes. Little or no additional studies 
would be necessary for the purposes of regulation. 

Finally, the method of spreading the net investment in plant at 
any given time over the remaining life is an approved procedure 
where sound depreciation practices have been observed. This Commis- 
sion has been using this method with respect to depletion allowances 
for a great many years. The Committee on Depreciation of the 
National Association of Railroad and Utilities Commissioners fully 
supports this application of the straight-line method. In that Com- 
mittee’s Report for 1950 it says: 

The aim of depreciation accounting is to spread the cost of plant, less net sal- 
vage to be realized on retirement, as equitably as is practicable over the service 


life of the plant. This aim is difficult of precise achievement because the factors 
upon which depreciation charges are based will not be definitely known until the 


1? Pittsburgh v. Pennsylvania Public Utilities Commission, 88 A. 24 59. 
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plant has been retired. During the time plant is in service, its average service 
life, the salvage expected to be realized, and the cost of removal expected to be 
incurred are necessarily estimates. These estimates are subject to change from 
time to time as more comprehensive information regarding past experience and 
probable future conditions become available. Nevertheless, it is not likely that 
the exact amount of depreciation expense charges required will have been pro- 
vided unless a procedure is established for reconciliation of the estimates of 
depreciation accruals with the actualities which develop as the years pass by. 

Such reconciliation can be made by application of the remaining life basis of 
depreciation accounting. Under this procedure, the cost of plant, less net salvage, 
and less depreciation already provided for, is spread over the remaining service 
life of the plant. In other words, the undepreciated cost is to be provided during 
the remaining period of service of the plant. As plant becomes older, estimates 
of its total service life and remaining service life become more accurate, and 
final net salvage may be estimated more closely. Thus, the remaining life basis 
for all practical purposes assures that the actual cost of depreciation will be 
charges during the life of plant.” 


For the reasons stated I dissent from the action of the majority in 
this proceeding. 


In THE MATTERS OF 


UNITED GAS PIPE LINE COMPANY; MISSISSIPPI RIVER 
FUEL CORPORATION, COMPLAINANT, v. UNITED GAS 
PIPE LINE COMPANY, DEFENDANT. 


Proceeding to Interpret Rate Schedule 
Docket Nos. G-2097 and G-2024 


December 23, 1953* 
Syllabus 


Commission finds, in a dispute between United and Mississippi over the amount 
of adjustment in charges for gas sold and delivered, that certain supple- 
ments to United’s rate schedule require accounting adjustments in favor of 
the purchaser. P. 383. 


DraPeR AND DigBy, COMMISSIONERS, DISSENTING. 


By THE CoMMISSION : 
OPINION 


At the expense of repeating a portion of what the presiding exam- 
iner has said, we are supplementing his opinion in the hope that the 
parties will thereby obtain a better understanding of our views of 
the problem presented by these cases. 


18 Proceedings of the 62d Annual Convention of the National Association of Railroad 
and Utilities Commissioners, Report of the Committee on Depreciation, p. 242. 


*Designated Commission opinion No. 265. Rehearing denied by Commission order issued 
January 21, 1954. 
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There is no doubt that supplement No. 15, standing alone, would 
have cancelled the previous commodity charge of 5 cents and created 
a new, rolled-in commodity charge of 6.5 cents. However, we must 
consider and construe supplement No. 15 and supplement No. 1 to 
supplement No. 15 together, as one instrument, and reconcile them 
if possible. 

Unfortunately the basis of the accounting which is provided for in 
supplement No. 1 to supplement No. 15 is not clearly set forth therein. 
However, the use of the fractions of 122/195 and 73/195 clearly indi- 
cates that one price was to be paid for the volume of gas previously 
contracted for by Mississippi, and that a different price was to be 
paid for the additional volume of 122,000 M. c. f., or part thereof, to 
be supplied in the future. 

Supplement No. 1 to supplement No. 15 plainly states that: 

* * * It is the intention of United, as of March ist of each year, to make 
an appropriate adjustment in the commodity charge as set forth in its amenda- 
tory agreement with Mississippi River Fuel Corp. dated November 16, 1949 * * *, 

Thus, we have no difficulty in determining that the 6.5 cent com- 
modity charge was to be adjusted if less than 122,000 M. c. f. over 
and above 73,000 M. c. f. were delivered in one year, that the addi- 
tional 122,000 M. c. f. was to come from the Carthage field and a 
commodity charge of 7.5 cents per M. c. f. was to be made therefor. 
The two documents are silent as to what commodity charge is to be 
applied to the first 73,000 M. c. f. in making the adjustment to the 
6.5 cent rolled-in commodity charge. 

United, by its own actions, has supplied this deficiency and con- 
strued supplement No. 15 and supplement No. 1 thereto as meaning 
that the prior commodity charge of 5 cents on the first 73,000 M. c. f. 
was to be used in adjusting the 6.5 cents commodity charge. We have 
no alternative but to accept this construction. 

It is apparent that the 6.5 cent rolled-in commodity charge was to 
be used for monthly billing, and was to be adjusted annually in the 
manner above described. 

The question of the reasonableness of United’s rates is not now 
before us and may not be considered by us in this case. We are now 
only performing the duty given to us by supplement No. 1. to supple- 
ment No. 15, which provides, that: 

* * * The amount of the adjustment, and the method of calculation shall be 
approved by the Federal Power Commission. 

We have a duty to fix fair and reasonable rates for the future, but 
we have no power to alter rates retroactively. 

The decision of the presiding examiner is affirmed and an appro- 
priate order is issued herewith. 
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Draper and Diesy, Commissioners, dissenting : 

In this dissent the parties will be referred to as United and Missis- 
sippi for the purpose of brevity. 

In order that this dissent may be understandingly considered 
separate and apart from the majority opinion, we will set forth some 
of the facts as contained in the examiner’s report under his statement 
of the case, as follows: 


The dispute between the parties is almost entirely with reference to the inter- 
pretation to be given to supplement No. 1 to supplement No. 15 to United’s rate 
schedules F. P. C. Nos. 9, 10 and 11, the content of which will be set forth 
hereinafter. 

The evidence shows that the basic facts giving rise to the instant controversy 
between the two companies, both of which are natural-gas companies subject 
to the Commission’s jurisdiction, are these : 

On September 7, 1945, United, as seller, and Mississippi, as buyer, entered 
into a contract for the sale and purchase of natural gas, whereby United agreed 
to supply Mississippi with certain volumes of natural gas on a basis substantially 
resulting in a maximum of 73,000 M. c. f. of natural gas per day, at a price 
consisting of a commodity charge of 5 cents, subject to adjustment for B. t. u. 
content, and a demand charge of 38 cents per M. ec. f. of billing demand per 
month. This contract was filed with the Commission and designated as supple- 
ment No. 11 to United’s rate schedules F. P. C. Nos. 9, 10, and 11. 

On March 28, 1949, pursuant to the terms of said contract of September 7, 
1945, Mississippi notified United of its desire to increase its maximum daily 
purchases under said contract from 73,000 M. c. f. to 195,000 M. c. f., commencing 
November 1, 1949, an increase of 122,000 M. c. f. per day. Thereafter, on No- 
vember 16, 1949, the parties entered into an amendatory agreement * providing 
for the maximum daily delivery of 195,000 M. c. f., and also for a higher “rolled 
in” rate for the total deliveries to be made, consisting of a commodity charge of 
614 cents per M. c. f. (subject to adjustment for B. t. u. content) and a demand 
charge of 45 cents per M. c. f. of billing demand per month. This filing effected 
an increase in rates estimated by United at the time of filing to be about $950,000 
annually . The 614 cents commodity charge represented the approximate weighted 
average of 5 cents per M. c. f. related to the 73,000 M. c. f. a day and 7% cents 
per M. c. f. for the added 122,000 M. c. f. a day. 

On the same date, November 16, 1949, the parties entered into a letter 
agreement which was filed with the Commission and designated as supplement 
No. 1 to supplement No. 15 to United’s rate schedules F. P. C. Nos. 9, 10, and 11, 
providing for an annual adjustment ef the commodity charge of 6% cents 
specified in supplement No. 15 to United’s rate schedules F. P. C. Nos. 9, 10, 
ani, * °°, 


Supplement No. 15 completely supplants the original price for which 
gas was to be delivered and sets up a rate to be paid for all gas 
delivered thereunder in the following words: 


From and after the effective date hereof, the price to be paid by buyer to 
seller for all gas delivered by seller to buyer (including the increased quantities 
of gas resulting from buyer’s above-mentioned notice dated March 28, 1949) under 
said gas sales agreement, as heretofore amended and as herein amended, shall 
be determined in accordance with the provisions of this article 2, in lieu of the 
provisions of article 4 of the above-mentioned amendatory agreement dated 


*Footnote omitted. 
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September 7, 1945, between seller and buyer; and effective from and after 
effective date hereof, said article 4, in its entirety, shall be and is hereby canceled 
and superseded by the following provisions, to wit: 

The price for such gas delivered during any billing month shall consist of a 
demand charge and a commodity charge. 

Demand charge: $0.45 per M. c. f. of billing demand per month. 

The commodity charge: 6.5 cents per M. c. f. for all gas delivered during any 
billing month; * * *. 


Since so much depends upon the interpretation to be given to sup- 
plement No. 1 to supplement No. 15, and since that instrument is a 
letter agreement which is brief, we will quote this letter in its entirety, 
which is as follows: 


GENTLEMEN : It is anticipated that the additional gas requested by Mississippi 
River Fuel Corp. by letter dated March 28, 1949, must be supplied by United 
Gas Pipe Line Co. from purchases of surplus gas in the Carthage Field. United 
is entering into purchase contracts for the purchase of this surplus gas. These 
purchase contracts are for 20 years, and the price to be paid thereunder is on a 
sliding scale of 744 cents per M. c. f. for the first 5-year period, increasing 1 
cent each 5 years to 1014 cents for the final 5-year period. 

Due to variations in the market demands of both United and others now with- 
drawing gas from Cartbage Field, the amount of surplus gas purchases may, 
in any year, be less than the amount estimated by United to supply the increased 
requirements of Mississippi River Fuel Corp. It is the intention of United, as 
of March Ist of each year, to make an appropriate adjustment in the commodity 
charge as set out in its amendatory agreement with Mississippi River Fuel Corp. 
dated November 16, 1949, in the event that the surplus gas purchases, chargeable 
to Mississippi River Fuel’s increased demand as set out in said agreement, shall 
be less than 122/195 of Mississippi River Fuel’s total requirements from United. 
The amount of the adjustment, and the method of calculation, shall be approved 
by the Federal Power Commission. 

United also serves from the Carthage Field certain other customers, namely, 
Texas Eastern Transmission Corp., Southern Natural Gas Co., and certain local 
markets. In the event that United should increase its contractual commit- 
ments to Texas Eastern or Southern over that presently in effect or should in- 
crease its deliveries from said field to its local markets over an average daily 
delivery of 25,000 M. c. f., all purchases by United under its surplus gas con- 
tracts shall be allocated between the above markets and Mississippi River Fuel 
Corp. in the proportion that the Mississippi River Fuel increase bears to all in- 
creases over the commitments in effect on March 28, 1949. For the purpose of 
this computation, the prior commitment of United to Mississippi River Fuel 
shall be taken as 73/195 of the increased commitment resulting from the agree- 
ment of November 16, 1949. 

If the foregoing is acceptable to you, please so indicate by executing in the 
space provided below and returning to us the enclosed duplicate hereof. 


Very truly yours, 
UNITED GAs PirE LINE Co., 
By (S) A. D. GREENE, 
Vice President. 
Accepted and agreed to this 16th day of November 1949. 
MIssIssipP1 River FuEt Corp. 

By (8S) W. G. Marsoury, 

President. 
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In the examiner’s report, which is being approved by the majority 
of the Commission, the following statement is made on page 8 of that 
report: 

The sole issue involved in this case is whether under United’s supplement 

No. 15 to rate schedules F. P. C. Nos. 9, 10, and 11, and supplement No. 1 to sup- 
plement No. 15, United is required to make an accounting adjustment for the 
12-month periods ending February 28, 1951, and February 29, 1952, as well as for 
the 10-month period ending December 31, 1952, to reflect charges to Mississippi 
at 5 cents per M. c. f. for all gas delivered under said rate schedules, except sur- 
plus gas purchased in the Carthage Field at 744 cents and properly allocable to 
Mississippi, which surplus gas is to be charged at 7% cents per M. c. f. 
We find nothing in either supplement No. 15 or supplement No. 1 to 
supplement No. 15 which says anything about a 5-cent rate to be 
charged by United or a 7%-cent rate to be charged by United for gas 
delivered to Mississippi. Supplement No. 1 to supplement No. 15 does 
provide that it is the intention of United to make an accounting ad- 
justment to Mississippi and that this accounting adjustment shall be 
in such form as may be approved by the Federal Power Commission. 
The obligation to make an accounting adjustment says nothing about 
a 5-cent rate nor a 7%4-cent rate per M.c. f. The record shows that the 
additional gas delivered by United in excess of the original 73,000 
M. c. f. per day actually costs United 7% cents per M.c. f. We cannot 
subscribe to the accounting adjustment required by the examiner and 
approved by a majority of the Commission. We consider it un- 
reasonable to require United to supply the additional gas in excess of 
73,000 M. c. f. per day at the original rate of a commodity charge of 5 
cents per M. c. f. when such gas is actually costing United 7% cents per 
M. c. f. We believe that there is a responsibility on the Commission 
in providing for a reasonable accounting adjustment to fix a fair and 
reasonable rate for this additional gas regardless of whether or not 
it is surplus gas from the Carthage Field or purchased by United from 
other fields. 

It is well to note that supplement No. 15 to United’s F. P. C. sched- 
ules Nos. 9, 10, and 11 gave as the reason for increasing the com- 
modity charge from 5 cents per M. c. f. to 614 cents per M. c. f. the 
fact that in order to furnish the additional gas United would be forced 
to increase its facilities which the record shows was actually done. 
It is true the 614 cents per M. c. f. commodity charge is the result of 
a “rolled in” rate between 5 cents per M. c. f. provided in the original 
contract and 71% cents per M. c. f. which United would be forced to 
pay for the additional gas in excess of 73,000 M. c. f. per day. We be- 
lieve that the only legal rate or tariff applicable to gas sold by United 
to Mississippi is a commodity rate of 614 cents per M. c. f. We also 
believe that the only modification of this rate is the expression by 
United in its letter agreement referred to as supplement No. 1 to 
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supplement No. 15, stating that it was its intention to make a year-end 
accounting adjustment agreeable to the Federal Power Commission. 
The accounting adjustment which has been set up in the examiner’s 
report and in the majority opinion is not acceptable as a proper and 
reasonable one and it is certainly not supported by any expressed 
provisions in any of the rate schedules. It must depend upon its 
validity for approval as a reasonable, fair and equitable rate. It does 
not meet this requirement. The validity and reasonableness of the 
accounting adjustment in the examiner’s report and approved by the 
majority of the Commission seems to depend largely upon the expert 
testimony of Mr. Louis Zanoff, a member of the Federal Power Com- 
mission staff. Mr. Zanoff’s justification of the accounting adjust- 
ment adopted by the majority opinion is reflected in part on page 274 
etc. of the transcript of testimony. 

Counsel for United asked Mr. Zanoff if he would apply the prin- 
ciple of accountirfg adjustment advocated by him if he should find 
that United was purchasing gas in the Carthage Field at 714 cents per 
M. c. f., or even more, but that the gas so purchased could not be iden- 
tified as surplus gas in the Carthage Field. The witness answered 
that if the purchase did not include 714 cents per M. c. f. surplus gas 
in the Carthage Field the recommended accounting adjustment should 
prevail (transcript p. 274). Again counsel for United asked Mr. 
Zanoft : 


Q. And regardless of the price that was paid for the gas? 

A. That is right, because supplement No. 1 to 15 does not refer to any gas 
but surplus gas in the Carthage Field. 

Q. Now let us suppose that the Carthage Field gas started to run short and 
then United purchased outside gas at 7% cents per M. c. f. 

PRESIDING EXAMINER: What do you mean by “outside gas”? 

Mr. WILKINSON: In some other field outside of the Carthage Field. 

PRESIDING EXAMINER: All right. 


By Mr. Wilkinson: 

Q. Would, in your opinion, a refund be due in such case? 

A. Yes, because the Company would be buying no surplus gas at 744 cents in 
the Carthage Field. 

Following this line of examination the counsel for United pre- 
sented a hypothetical question to Mr. Zanoff in which he asked him to 
suppose that United’s production in the Carthage Field was zero and 
United obtained all their gas from other sources at a cost of 15 cents 
per M.c. f. Would, in his opinion, the accounting adjustment which 
was advocated be proper, and the witness answered that a refund 
would be due under the provision of supplement 1 to supplement 15, 
and suggested that United would have the privilege of filing a new 
tariff with the Commission. 

This testimony demonstrates to our satisfaction the error into which 
the majority of the Commission has fallen in this case. The Federal 
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Power Commission cannot relieve itself of its responsibility to fix a 
fair and reasonable rate in connection with the accounting adjust- 
ment by relying upon a technical and rather arbitrary interpretation 
of the contracts which govern the rate schedules in this matter. 


Order affirming intermediate decision of presiding e:aminer 
December 23, 1953 


The presiding examiner, on September 30, 1953, issued an inter- 
mediate decision in the above-docketed consolidated proceedings. The 
proceedings in docket No. G-2024 involved Mississippi River Fuel 
Corp.’s complaint seeking an accounting for adjustment of charges 
for the purchase and sale of natural gas in conformity with United 
Gas Pipe Line Co.’s filed rate schedules. The proceedings involved 
in docket No. G-2097 involved an investigation instituted by the Com- 
mission on its own motion to determine the corréct amount of the 
adjustments. Exceptions to the examiner’s decision were filed by 
United Gas Pipe Line Co. on November 2, 1953. 

Upon consideration of the evidence, the briefs filed, the examiner’s 
intermediate decision, the exceptions thereto, and the entire record, 
the Commission finds: 

The presiding examiner’s findings and conclusions in docket Nos. 
G-2097 and G-2024 are supported by the record and should be adopted 
by the Commission. 

The Commission orders: 

The decisions and orders of the presiding examiner issued in the 
consolidated proceedings docket Nos. G-2097 and G-2024 on Septem- 
ber 30, 1953, be and they are hereby affirmed. 

Commissioners Draper and Digby dissenting. 
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IN THE MATTER OF 
UNITED GAS PIPE LINE COMPANY 
Upon an Application for a Certificate of Public Convenience and Necessity 
Docket No. G-1951 
November 20, 1952 * 


Syllabus 


Commission modifies examiner’s decision to provide for further hearings on 
United’s application for a certificate of public convenience and necessity 
under section 7 of Natural Gas Act, which application had been denied by 
the examiner, because United has not proven the existence of sufficient 
available gas reserves. P. 399. 

W. Scott Wilkinson for the applicant. 
William R. Duff for the staff of the Federal Power Commission. 


Law, Presiding Examiner: On May 1, 1952, the applicant, United Gas Pipe 
Line Co. (hereinafter called “United”) filed an application for a certificate of 
public convenience and necessity to construct and operate approximately 31.1 
miles of 20-inch pipeline and appurtenant facilities beginning at a Phillips 
Petroleum Co. et al. platform in block 28, Ship Shoal area of the Gulf of Mexico, 
offshore from Terrebonne Parish, Louisiana, and extending in a northerly direc- 
tion 7.9 miles in the Gulf of Mexico to the shoreline of Terrebonne Parish, thence 
in a northerly direction 23.2 miles through southeast Louisiana swampland to 
end at Kent Bayou Field, Terrebonne Parish, Louisiana. The application further 
states that at its northern terminus the proposed new line will tie into a 20-inch 
line now under construction, as authorized under F. P. C. docket No. G—1843 for 
the purpose of connecting Kent and Turtle Bayou Fields. Subsequently, and in 
response to requests contained in a letter from the Commission Secretary dated 
June 6, 1952, United filed a document called a “Supplemental Application” on 
June 30, 1952. Such so-called Supplemental Application contained argument in 
support of the utilization of the 20-inch line for the purposes of the present 
application, an exhibit showing actual cost of construction of the Eugene Island 
line authorized in docket No. G—1447, and a statement of authority for continued 
operations of offshore leases granted December 11, 1950, and the subject of 
various extensions, the last one being dated March 25, 1952, extending such 
authority to June 30, 1952. 

By authority of the Commission order dated August 14, 1952, and a designation 
of presiding examiner filed September 4, 1952, a hearing was held in this matter 
on September 8 and 9, 1952. Briefs were subsequently filed by the applicant and 
staff counsel and a reply brief was filed by the applicant. There were no inter- 
veners in this proceeding. 


*Initial decision modified and adopted as so modified on February 20, 1953, by order of 
the Commission, infra, p. 397. 
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The applicant has over a long period of years operated one of the largest (if 
not the largest) interstate natural-gas pipeline systems in the United States. 
Its integrated system transports for sale, in interstate commerce, natural gas 
produced in Mississippi, Louisiana and Texas, much of which gas is delivered in 
Louisiana and Mississippi to other pipeline companies for further interstate 
transmssion, and is eventually consumed in areas in the northeastern portion 
of the United States. The applicant holds numerous certificates from this 
Commission representing authorization to carry out the designs of its original 
system as existing in 1942 and of numerous extensions and additions made to the 
system since the time of adoption of the amendments extending the authority of 
this Commission to all interstate transmission and wholesale sales of natural gas. 
The instant application is for authority to construct a line from a point in the 
Gulf of Mexico where the applicant proposes to receive natural gas from 
various contracting companies, which these companies by joint development 
propose to produce from offshore gas reserves. It appears that while the lands 
were originally leased for oil and gas development from the State of Texas, 
these producing companies have subsequently obtained from the Interior Depart- 
ment certain authorizations for continued development pending final determina- 
tion as to the exact manner in which oil and gas from such offshore reserves is to 
be produced. 
THE ISSUES 


The issues to be resolved in this proceeding are: 
(1) Whether the applicant has available to it sufficient natural-gas reserves 
to justify the construction of the proposed facilities in order to make such 
reserves available to itself and to its customers. 

(2) Whether the design of the proposed facilities is adequate to serve the 
purpose for which they are proposed to be utilized. 

(3) Whether the applicant is financially able to construct the proposed 
facilities. 

(4) Whether the applicant has a market justifying the required expenditure 
for the proposed facilities. 

(5) Whether, in view of the answers to the preceding questions, public con- 
venience and necessity requires the granting of a certificate to the applicant for 
the construction and operation of the facilities proposed in the application in 
this proceeding. 

The applicant in its brief contends that it has presented evidence to justify 
affirmative answers to all of the questions at issue. The staff’s brief admits 
physical and financial ability to construct, adequacy of design, and a market 
for the natural gas to be transported through the proposed line, but denies that 
there has been an adequate showing by the applicant of reserves available to the 
proposed line which would justify its construction and operation by the appli- 
cant. In its reply brief, the applicant seems a little less certain of the firmness of 
the reserves shown and expresses a willingness and desire that if the Commission 
finds the reserve showing inadequate, it shall do one of two things: First, grant 
a certificate conditional upon a later showing of adequate reserves, or second, 
hold the matter in abeyance without dismissal and permit a further showing 
of reserves by the applicant if and when additional drilling, now contemplated, 
has been completed. 

THE EVIDENCE 


Evidence was given by the applicant’s witness, Mr. E. J. Freiberg, as to the 
proposed financing of the construction of the facilities. It appears from his 
testimony that the applicant proposes to raise the money required for the con- 
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struction of the facilities here proposed as well as for other future construction 
by the sale of stock and debentures to the parent company, United Gas Corp. 
The total budget for a three-year period of the latter corporation is $245,228,000, 
of which amount $225,409,000 is allocated to projects of United Gas Pipe Line. 
United Gas Pipe Line estimates its requirements for its 1952 and 1953 program, 
as of June 30, 1952, at some $76 million. It proposes to finance this program 
by utilization of $12 million worth of debenture money obtained by sale of 
debentures to United Gas Corp. on August 15, 1952, a further issuance of $10 
million of common stock to United Gas Corp. and $5 million of debentures in 
1952 and $30 million of debentures in 1953. The balance of approximately $19 
million “will be generated by Pipe Line internally” through appropriations to 
retirement reserves and retained earnings estimated at slightly more than $20 
million during the period. United Gas Corp. will raise the money necessary 
for its purchase of United Gas Pipe Line Co. stock and debentures by the sale 
of securities in the amount of approximately $60 million to the public. Mr. 
Donald Phlug, chief engineer of the applicant, testified as to the adequacy of 
design and to its cost, stating the same to be adequate for the purposes, which 
testimony as to design was uncontradicted. He further testified that it was 
proposed to install a 20-inch line because of the greater future flexibility in 
development, stating that a 16-inch line would cost about 70 percent of the 
20-inch but would have a capacity of only 54 percent of the 20-inch and that a 
12-inch line would cost about 57 percent of the cost of a 20-inch line and would 
have a capacity of only about 1814 percent of that of the 20-inch line. 

Mr. Phlug’s original estimates had been in the amount of $4,255,800. On cross- 
examination it was developed that this figure must be somewhat revised because 
of increased steel costs, and it did appear as the result of testimony given on 
the stand in answer to cross-examination that the estimated cost should now 
be considered to be $4,266,255 plus a figure of $192,100 for meter stations and 
separators, which would give a total cost of approximately $4,458,355. Mr. 
Phlug testified that this is a reasonable estimate and a figure for which the 
facilities could nndoubtedly be constructed. This was not disputed. 

The reserve testimony had originally been prepared and analyzed by or for 
Mr. Ralph Davis of Houston, an independent geologist well known to this Com- 
mission. However, on the eve of the beginning of this hearing Mr. Davis had 
a heart attack and the testimony was presented, after a review of Mr. Davis’ 
notes and the acceptance of responsibility for the statements contained therein, 
by Mr. J. Milton Wege, a member of the Davis organization. 

Mr. Wege’s testimony and the exhibits presented through him are based upon 
a study of available data as to reserves primarily on the block 28 acreage in 
the Kerr-McGee lease No. 750. One well was drilled down to a 14,000-foot level, 
being known as well A-1. Apparently at or near that point the drill pipe was 
stuck in the well. A second attempt was made to by-pass the said drill pipe 
and complete another hole in the lower section of the well. This appears also 
to have failed. The well was then completed at the approximate 8,500-foot 
level of an upper sand. The witness assigned 640 acres in the 8,500-foot sand 
to this well and on that basis assumed a reserve available to that well from 
that sand of approximately 8,182,000 M. c. f. of recoverable reserves in place. 
The witness testified that the electric log reflected 61 feet of pay sand between 
13,970 feet and 14,035 feet. However, these figures are based upon a possible gas 
water contact indicated by the electric log in that sand and the sand thickness 
is based on electric log interpretation. No actual tests of bottom hole pressures 
or other pressures seem to have been obtained, and the bottom hole figure is 
based on normal regional gradient with depths. The witness admitted that from 
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the electric log itself you got only indications of change of structure and that 
such log did not prove the actual existence of hydrocarbons in the structure. 
Core analyses taken showed the presence of only about 2 percent of liquids. 
The connate-water factor used was based entirely upon judgment. There is 
no evidence that the well was making gas at the time the drill stem was stuck 
at 14,451 feet and the hole junked. There are no indications of gas in the side- 
tracked hole later drilled or attempted to be drilled. 

The gas reserves from which the applicant expects to obtain gas at the 8,500- 
foot and 14,000-foot levels are in an area where extreme degrees of faulting are 
far from unknown and where there is a comparative lack of knowledge of geo- 
physical features as compared with some of the older fields. In addition to 
the gas to be obtained under the contract placed in evidence as exhibit No. 5, 
and the extensions thereof, there was also some testimony by Mr. Wege that 
other areas, domes, and more or less hopeful looking territory within a reason- 
able distance of the proposed 31.1-mile line might yield quantities of natural 
gas which, in the absence of any other competing pipe line, would be available 
for sale to United Gas Pipe Line Co. None of this was specifically related to 
any particular areas or to any particular proposed producer and in the absence 
of such relationship was necessarily only a vague prospect for the possible future. 


DISCUSSION 


There is no question here of jurisdiction. The applicant is a-natural-gas com- 
pany which proposes to construct an additional line which will be integrated 
with and pass gas into its interstate system for transmission from the State 
of Louisiana into numerous other states of the Union. This gas will be sold 
for resale. For that reason we find without difficulty the jurisdiction of this 
Commission to issue a certificate if the facts appear which justify the issuance 
of such certificate. 

Likewise, there is no particular dispute as to the financial ability of the United 
Gas Pipe Line Co. and its parent, United Gas Corp., to finance the construction 
of the proposed facilities and there seems to be no dispute on the part of the 
staff on this part. Some question was raised as to the size of the line and it 
was questioned whether it was not too large for the purposes for which it is 
required. In this respect we would feel that if reserves and market and fi- 
nancial ability exist which justify the construction of a line and there are in- 
dications that future developments will require the enlargement of such a 
line, and those who are obliged to put the money into the line feel that the ad- 
vance investment is justified by the circumstances and will in the long run 
save money to them, there would appear to be an unwarranted interference 
with that business judgment in any attempt to regulate in too great detail the 
conduct of business for us to say how large the line should be. However, we 
come to a different situation if we find that there is no indication or no assur- 
ance that reserves existing will hereafter justify the construction of such a 
line or perhaps of any line. 

An analysis of the reserve testimony in this case shows no completed well 
in the 14,000-foot sand. It shows, true, some indications from which a well 
might, if it were possible to successfully complete it, find some gas in the 14,000- 
foot sand. We are being asked here to assume that the completion of a well 
or wells will prove the existence of 292,617,000 M. c. f. of gas reserves. The 
past history of attempted completions at the 14,000-foot level certainly pro- 
vides no substantial basis for the expectation (or conclusion) that one or more 
wells will, as the applicant hopes, prove the existence of the reserves claimed 
to be available under the contract presented as exhibit 5. We fail at this time 
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to see why the applicant or his reserve expert should see fit to assign to the 
unexplored 14,000-foot level a greater basic acreage than is assigned to the 
explored (and known to be capable of producing) 8,500-foot sand. In this case 
the acreage assigned to the 14,000-foot sand development from the single well 
is more than 514 times that assigned to the proved 8,500-foot level reserves. 
We cannot see that in any event this is justified and it is our feeling that at 
the very most, assuming a very serious number of ifs,” which appear in the 
testimony of witness Wege, to be answered in the affirmative, the limit of the 
reserve acreage for the 14,000-foot sand should not be more than the 640 acres 
allowed in the 8,500-foot sand. The reserves from other possible sources, dis- 
cussed by the witness, are not certainly firm reserves which can be considered 
available to the applicant at the present time in this proceeding. 

If we take page 3 of the witness’ exhibit 4 relating to gas reserves and make 
the change necessary to reflect 640 acres in place of 3,750 acres as proved area 
(which is giving the applicant in our opinion the benefit of every reasonable 
doubt) we find that instead of 292,617,000 M. c. f. of initial recoverable re- 
serve from the 14,000-foot sands, we can only estimate 17.066 percent of that 
total as the amount of gas available in that sand as a reserve to the applicant 
in this proceeding. When we arrive at a mathematical computation of this 
we find instead of 292,617,000 M. c. f. that we have as a reserve from the 14,000- 
foot sand, only 49,938,017 M. c. f. Adding to this the 8,182,000 M. c. f. claimed 
as reserve from the 8,500-foot sand, which claim is not disputed by Staff Coun- 
sel, we arrive at a total of 58,120,017 M. c. f. 

When we divide into the total cost of $4,458,355, which is the final estimate 
of Mr. Phlug in this proceeding, the available gas reserves of 58,120,017 M. c. f., 
we reach a figure of investment cost per M. c. f. of such reserves to the ap- 
plicant of approximately 7.7 cents, which figure simply represents the ratio 
of the cost of the proposed pipe line facilities in this proceeding to the amount 
of gas available for utilization of said lines at any time in the future. To 
this, in order to get the real cost to the applicant of such gas, we must add 
the price which is to be paid to the producer for the said gas. By reference 
to exhibit No. 5, which is the gas purchase contract of the applicant with Phillips 
Petroleum Co., Kerr-McGee Industries Inc., and Stanolind Oil and Gas Co., the 
three owners of the reserves in question, and assuming such gas to have a 
B. t. u. content exceeding 1,000 per M. c. f., we find that cost to be 8.997¢ per 
M. ec. f. When added to the cost of the pipeline, regardless of any interest 
and assuming immediate delivery, we have a total cost of gas amounting to 
approximately 16.7¢ per M. c. f., and we still have no allowance for depreciation, 
for cost of operating the pipeline or for interest upon the money invested. Hav- 
ing in mind the present gas prices in East Texas and Louisiana, both in the field 
and for sale for industrial and other uses locally (of which we must take ad- 
ministrative notice), we cannot find ourselves justified in authorizing the con- 
struction of the proposed facilities upon the basis of the showing of reserves 
which has been made up to this time. 

Having determined that we cannot in justice presently issue a certificate of 
public convenience and necessity for the construction of the facilities for which 
authorization is here sought, we pass to a consideration of whether the good 
faith heretofore shown by the United Gas Pipe Line Co. and the necessities of 
its customers, having in mind the possible loss of the contract in exhibit No. 5 
if a certificate is not issued before December 31, 1952, would justify us in 
choosing (as an act of grace) to keep the case open either by the grant of a 
conditional certificate, which we hesitate very much to do, or by providing for 
further hearings if and when the applicant is able to show additional reserves 
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either by reason of further drilling or by reason of acquisition of additional 
contracts for gas from proven acreage. In this connection it is obvious that 
we cannot on the basis of a single additional well agree to certificate this line. 
The drilling of one such well might or might not give access to the reserves 
contracted for by the applicant here and presented in this proceeding as the 
major source of supply. Even if such drilling did give access to the 14,000-foot 
sand and proved the existence of a gas reserve in that sand, we do not feel 
under the circumstances shown here that we would be justified in considering 
the gas available to consist of more than the reserves of approximately 640 
acres underground. Whatever area and gas reserves may hereafter be proved 
to exist in this sand for the lands here under lease, such proof has not been 
substantially shown here, but has at most been tenuously implied in this 
proceeding. 

While we are fully cognizant of the fact that inability of the applicant to 
obtain a certificate within a given time may permit the operating lessors of 
the lands in question under the contracts presented in exhibit No. 5 to cancel 
the said contract, this fact does not permit us to overlook several serious ob- 
jections to the granting of a certificate. There is here involved construction 
of a section of natural-gas pipeline some 31 miles in length and costing approxi- 
mately $4%4 million. If certificated, the cost of this line will become a part 
of the capital investment upon which the applicant is entitled to compute a 
return to be included as part of its rate structure. There is some suggestion 
in the testimony of Mr. Wege that if this line is authorized the result will be to 
discourage the construction of pipelines in this area by other pipeline companies 
and thus indirectly make available to the applicant such other gas reserves as 
may be reasonably near to the said line. If indeed the purpose of the present 
application is to obtain a priority for United over the other prospective trans- 
mitters of natural gas in the Ship Shoals area and the adjacent areas along 
the proposed pipeline, that is something which is not our province to provide for. 
We would have no particular objection to such a procedure on the part of 
the applicant if the risk were taken entirely by the applicant, but we do not 
feel that the risk of an adventure undertaken to improve the competitive posi- 
tion of the applicant in the obtaining of natural-gas reserves and contracts 
should be imposed upon the rate payers. 

The applicant presented at the hearing no evidence as to market demands. 
Even if it be found that gas reserves justified construction of the proposed line, 
it would be necessary to postulate the necessity for the tying in of such reserves 
to the applicant’s system upon matters outside of the present record. 

We are therefore forced to the conclusion that no showing has been made 
which would justify the granting of a certificate of any kind and that the 
application in the instant proceeding should be denied. 


FURTHER FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence and the briefs and arguments of counsel, 
it is further found and concluded that: 

(1) The applicant, United Gas Pipe Line Co., is a Delaware corporation 
authorized to do business in the States of Alabama, Louisiana, Mississippi, 
Oklahoma, and Texas, and having its principal office at Shreveport, La. 

(2) The applicant operates an integrated interstate gas pipeline. It has been 
heretofore found to be and continues to be a “natural-gas company” as that 
term is defined in the Natural Gas Act. 

(3) The applicant proposes here to construct an additional section of 20-inch 
pipeline 31.1 miles in length from a platform of Phillips Petroleum Co. and 
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others in Block 28, Ship Shoals area of the Gulf of Mexico to a point in Kent 
Bayou Field, Terrebonne Parish, La., where it will tie into a 20-inch line now 
under construction as authorized by this Commission in the proceedings at 
docket No. G-1843. 

(4) When completed as here proposed to a connection with the existing inter- 
state system of the applicant, the proposed facilities will become a part of the 
applicant’s integrated pipeline system for the transportation and sale of natural 
gas in interstate commerce and a certificate of public convenience and necessity 
from this Commission is required. 

(5) The estimated cost of the facilities proposed in this proceeding is approxi- 
mately $4,458,000. 

(6) The proposed facilities are, at the least, designed to adequately perform 
the service here proposed. 

(7) The applicant is financially able to construct and operate the proposed 
facilities. 

(8) The applicant has proven reserves available to the proposed line of 
8,182,000 M. c. f. from the 8,500-foot sand and no reserves available from the 
14,000-foot sand, in the absence of any well completed to that sand. 

(9) There is no proof in this record that a well completed in the 14,000-foot 
sand would make available any known volume of reserves to the applicant and no 
reasonable probability that such well would make available reserves from more 
than 640 acres or a total addition of approximately 50,000,000 M. c. f. per well. 

(10) The natural gas reserves available to the applicant in the Ship Shoals area 
either presently or by the drilling of an additional well are not sufficient to 
justify the construction of pipeline facilities costing approximately $4,458,000 
or more than 7.6 cents for each M. c. f. of gas in addition to the purchase price 
of approximately 9 cents per M. ec. f., without allowance for cost of operation 
of the proposed facilities. 

(11) There is no contractual or geological evidence that the applicant will here- 
after obtain from other sources near to the proposed line sufficient additional 
natural gas on either a long or short term basis to justify the construction of the 
proposed facilities and the inclusion of their cost in the rate base of the 
applicant. 

(12) There is no showing here that public convenience and necessity require 
the construction and operation by the applicant of the facilities here under 
construction. 

ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, 
or upon its own motion, as provided in the Commission's rules of practice and 
procedure, that : 

The application of United Gas Pipe Line Co. in the present matter is hereby 
denied without prejudice to its right to file a further application, if and when 
it has available to the proposed facilities such natural-gas reserves as will make 
their construction and operation economically feasible in the public interest. 

Gien R. Law, 
Presiding Examiner. 


Order modifying and affirming as modified 
decision of presiding examiner 


February 20, 1953 


On May 1, 1952 United Gas Pipe Line Co. (United) filed an application for a 
certificate of public convenience and necessity pursuant to section 7 of the 
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Natural Gas Act, authorizing the construction and operation of approximately 
31.1 miles of 20-inch pipeline and appurtenant facilities, beginning at a Phillips 
Petroleum Co., et al., platform in block 28, Ship Shoals area of the Gulf of Mexico, 
offshore from Terrebonne Parish, Louisiana, and extending in a northerly direc- 
tion 7.9 miles in the Gulf of Mexico to the shoreline of Terrebonne Parish, and 
thence in a northerly direction some 23.2 miles to a connection with United’s 
existing system in Kent Bayou Field, Terrebonne Parish, La. A supplement to 
the application was filed on June 30, 1952. 

Hearings on the application, as supplemented, were held on September 8 and 
9, 1952, briefs were thereafter filed by United and by Commission staff counsel, 
and a decision, subject to review by the Commission, was issued by the presiding 
examiner on November 20, 1952. Exceptions to such decision and to certain of 
the findings and conclusions contained therein were filed by United, and oral 
argument before the Commission with respect to such exceptions was had on 
January 30, 1953. 

In his decision, the presiding examiner ordered that United’s application be 
denied without prejudice to its right to file a later application, if and when it had 
available to the proposed facilities such natural-gas reserves as would make 
their construction and operation economically feasible in the public interest. 
The record shows, as found by the examiner, that United has not proved the 
existence of sufficient available gas reserves to justify construction and operation 
of its proposed pipeline. 

The record also shows that although United’s contract with the producers, 
Phillips Petroleum Co., et al., is subject to cancellation in the event a certificate 
is not issued by the Commission before December 31, 1952, said producers have 
not exercised their option to cancel. It appears that so long as United is 
diligently prosecuting its application before the Commission, such option may not 
be exercised. 

The price for the gas to be purchased by United, as set forth in the contract, is 
8%o-cents per M. c. f., and the contract is for a 25-year period. A substantial and 
relatively inexpensive supply of gas would be available to United upon author- 
ization of its project, with corresponding benefits to United and its customers. 
Drilling operations in the area covered by the contract have not ceased, and it 
appears that that drilling should reach the 14,000-foot depth, from which United 
claims the bulk of the gas reserves to support its application herein, within a 
reasonable time. 

On page 395 of his opinion, the presiding examiner, in estimating the cost of 
available gas to United, improperly assumed that an allowance for depreciation 
was not included in the figures assumed by him. The language of the opinion 
should be changed to correct said assumption. 

The Commission finds: 

(1) The presiding examiner’s findings and conclusions, except to the extent 
inconsistent with and as hereinafter modified by findings (2), (3), and (4) 
hereof, are supported by the record and should be adopted by the Commission. 

(2) The fourth sentence in the third paragraph of page 395 of the examiner’s 
opinion should be modified to read as follows: 

When added to the cost of the pipeline, we have a total cost of gas approxi- 
mately 16.7¢ M. c. f. and we still have no allowance for cost of operating the 
pipeline or for return upon the money invested. 

(3) It is appropriate on the particular facts of this case that United Gas Pipe 
Line Co. be given further opportunity to present evidence to show that the 
present or future public convenience and necessity require that the proposed 
facilities be constructed and operated as set forth in its application in docket 
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No. G-1951, and that additional hearings in this proceeding be held at a time and 
place to be fixed by further order of the Commission. 

The Commission orders: 

(A) The order of the presiding examiner, issued herein on November 20, 1952, 
be and the same hereby is modified to read as follows: 

Additional hearings in this proceeding be held at a time and piace to be de- 
termined by further order of the Commission. 

(B) As modified by findings (2) and (3), and by paragraph (A) hereof, the 
decision of the presiding examiner issued on November 20, 1952, be and it hereby 
is adopted as the decision of the Commission. 

Chairman Buchanan dissented, stating that he thinks the application should 
be denied. Commissioner Draper dissented and filed the following statement: 
“From a careful independent study of the evidence adduced in this proceeding, 
I am satisfied that it is sufficient to justify the issuance of the authorization 
sought by the applicant. The management of the subject company, who have 
had long experience in pipeline operations, are convinced and would venture 
to act upon that conviction. Accordingly, I dissent from the Commission's action 
in reopening the record for additional evidence.” 


In THE MATTER OF 


WILLMUT GAS & OIL COMPANY, ET AL. v. UNITED GAS PIPE LINE 
COMPANY 


Upon Formal Complaint for Relief from Rates Alleged to be Unlawful 
Docket No. G-1158 
November 28, 1952* 


Syllabus 


~ 


. Commission has no power to make findings as to the lawfulness of past rates 
for the purpose of providing complainant a remedy for the recovery of dis- 
criminatory rates in court, since complainant has a legal right only to the 
rate filed with the Commission. P. 401. 

. Commission under sections 4 (b) and 5 (a) of the Natural Gas Act may 
remove by order a discrimination in rates, before it has conducted a com- 
plete rate case. P. 416. 

3. Examiner orders United to file rate schedules containing satisfactory rates 

and charges for all sales by United to Willmut. P. 420. 


te 


Garner W. Green, Sr., Garner W. Green, Jr., and James Simrall, Jr., for Willmut 
Gas & Oil Co. 

C. Huffman Lewis, W. Scott Wilkinson, Vernon W. Woods, W. O. Crain, and 
E. J. Freiberg for United Gas Pipe Line Co. 

Louis L. Da Pra for the staff of the Federal Power Commission. 


HALL, Presiding Examiner: This case arises out of the filing of a joint com- 
plaint by Willmut Gas & Oil Co. (Willmut) and the city of Hattiesburg, Miss. 
(Hattiesburg)* against United Gas Pipe Line Co. (United). The complaint 


*Initial decision adopted on June 1, 1953, as modified by opinion No. 252 of the 
Commission, supra, p. 132. 

1 Hattiesburg is the principal city served by Willmut. It has a population in excess of 
30,000. 
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alleged that the price at which United sells gas to Willmut is in and of itself 
unjust and unreasonable and, in addition, unduly discriminatory and preferen- 
tial. It was filed pursuant to the provisions of the Natural Gas Act, particu- 
larly sections 4 (b) and 5 (a) thereof, and prayed that the Commission determine 
the just and reasonable rate for gas delivered by United to Willmut during the 
period from January 1, 1940 “until final hearing”; award reparations accord- 
ingly; and fix for the future a rate at which Willmut may purchase gas from 
United. 

United’s answer moved that the complaint be dismissed on the grounds that, 
with the exception of deliveries made in the community of East Jackson, Miss., 
“the natural gas delivered and sold to Willmut has been and is now wholly 
produced, transported and consumed within the State of Mississippi” and hence 
beyond the reach of the Natural Gas Act; that United's return is less than a 
just and reasonable return; that its deficiency in earnings will increase in sub- 
sequent years; and that the Commission is without authority under the act to 
award reparations. 

The controversy was precipitated in 1947 by United’s action in granting Mis- 
sissippi Power & Light Co. (MPL)?* a new gas purchase contract. That contract 
became effective on July 26, 1947, as United’s rate schedule F. P. C. No. 95, as 
supplemented, and provided for a substantial reduction in the price of gas 
(from 25 cents to 17.5 cents per M. c. f.) to be resold by MPL for domestic 
purposes in Jackson, Alta Woods, Clinton, Raymond, Bolton, and Edwards, 
Miss. Willmut’s service area adjoins that of MPL and extends from East Jack- 
son (an unincorporated suburb of Jackson) south to Hattiesburg, a distance 
of approximately 85 miles. Knowing that as of July 26, 1947, MPL was the 
only customer of United in the Jackson rate area* enjoying reduced rates and 
other advantages, and that United and MPL were affiliated companies, and 
believing that United was continuing to serve it and MPL under substantially 
Similar conditions, Willmut immediately demanded the same contract rates, 
terms, and conditions given MPL. Im an effort to settle the controversy, United 
offered to reduce Willmut’s 25 cents rate to 17.5 cents per M. c. f., effective July 
26, 1947, on that portion of domestic gas delivered to Willmut at the East Jack- 
son city gate, that offer being based upon United’s claim that it was then de- 
livering interstate gas to Willmut only at East Jackson. United’s limited offer 
was rejected by Willmut. The filing of the joint complaint followed. 

The Commission, acting upon the suggestion of Willmut and Hattiesburg, in 
which United concurred, consolidated the complaint proceeding with the general 
rate investigation of United initiated on the Commission’s own motion on October 
12, 1948. Subsequently, the complaint proceeding was severed from the general 


2 By order dated March 11, 1952, In the Matter of Mississippi Power & Light Cu. and 
Mississippi Valley Gas Co., docket No. G—1865, the Commission authorized and approved 
Mississippi Power & Light Co.’s sale of its natural gas facilities to Mississippi Valley Gas 
Co. (11 F. P. C. 884) The order in part recites: 

* * * Pursuant to a requirements contract between United Gas Pipe Line Co. 
(United) and Power Co., dated August 5, 1947, and filed with the Commission on 
September 12, 1947, as F. P. C. rate schedule No. 95, United delivers a part of Power 
Co.’s gas requirements for distribution in Jackson, including all of Power Co.’s gas 
requirements for use at its Rex Brown plant. After the proposed transfer, Power 
Co. would assign the contract to Gas Co., and United has acquiesced in such assign- 
ment; Gas Co. would sell gas to Power Co. for the latter’s Rex Brown plant 
requirements. 

* United’s Jackson rate area extends from the Mississippi River east to Pensacola, Fla. 
It includes Jackson, Picayune, McComb, Columbia, Biloxi and Gulfport, Miss. ; Mobile, Ala. ; 


Pensacola, Fla.; and Bogalusa and Hammond, La., but does not embrace the New Orleans 
area. 
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rate investigation (and from a show cause proceeding with which it had also been 
consolidated) and the matter set for hearing.“ The hearing was held on May 6, 
7, 8, and 9, 1952, and after briefs were filed, the case was argued orally before the 
presiding examiner on September 22, 1952. 

Severance of the complaint proceeding from the Commission’s general rate in- 
vestigation of United, together with the absence of a cost of service study, neces- 
sarily narrows the complaint to a “discrimination case” as distinguished from a 
“rate case,” with the questions to be decided being in general these: (1) Is 
United's sale to Willmut “in interstate commerce” so as to be subject to regula- 
tion under the Natural Gas Act? (2) Is United unduly discriminating against 
Willmut by charging MPL (now Mississippi Valley Gas Co.)° a rate of 17.5 cents 
per M. c. f. for domestic gas while at the same time exacting a 25 cents rate for 
such gas from Willmut? (3) Does the Commission have power to award rep- 
arations? (4) If not, may the Commission make findings as to the lawfulness 
of past rates to be given effect in court proceedings, so that victims of violations 
of the act may be provided with a remedy for recovery of the difference between 
the attacked rate and the Commission-fixed rate prescribed in lieu thereof. 

Questions (3) and (4) deserve only passing notice. In the first place, the 
Natural Gas Act contains no provision for reparations (Federal Power Com- 
mission Vv. Hope Natural Gas Co., 320 U. S. 591, 618; Hope Natural Gas Co. v. 
Federal Power Commission, 196 F. 2d 803, rehearing den. 197 F. 2d 522). That 
act, approved June 21, 1938, was patterned on the Federal Power Act (Parts II 
and III) enacted in 1935, which likewise contained no provision for reparation 
awards (Montana-Dakota Utilities Co. v. Northwest Public Service Co., 341 
U. 8S. 246). In the second place, the contentions of counsel for Willmut, Hatties- 
burg and the Commission staff that the Commission has power to make findings 
as to the lawfulness of past rates are similar to those considered and rejected 
in Hope Natural Gas Co. v. Federal Power Commission, 134 F. 2d 287, reversed 
on other grounds,’ and in the Montana-Dakota case which is controlling here.’ 
In the latter case the Court declared (341 U. 8. at pp. 251, 253-255) : 

Petitioner * * * can claim no rate as a legal right that is other than the 
filed rate, whether fixed or merely accepted by the Commission, and not 
even a court can authorize commerce in the commodity on other terms. 

7 * oe ~ * * * 


« By orders entered September 27, 1949, and November 29, 1950, the complaint proceeding 
at Docket No. G—1158 was consolidated with the general rate investigation of United at 
docket No. G-1142 (which investigation is currently pending) and with a show cause 
proceeding against United at docket No. G-1508. 

By order entered April 24, 1951 the Commission, upon motion of United, postponed the 
hearing in the consolidated proceedings from May 1, 1951 to a date to be fixed by further 
order of the Commission. 

In a subsequent order dated April 15, 1952 the Commission severed the complaint 
proceeding at docket No. G—1158 from the matters involved at docket Nos. G—1142 and 
G-—1508 and gave the following explanation for its action: “In view of the long pendency of 
these matters and the impracticability of setting these consolidated matters down for 
hearing now, it appears advisable to the Commission, upon its own motion, to sever the 
proceeding at docket No. G-—1158 from the proceedings herein and to hold a separate 
hearing with respect to issues raised by the pleadings at docket No. G—1158.” 

5 Reference herein to “MPL” will indicate either Mississippi Power & Light Co. or 
Mississippi Valley Gas Co. depending on the period of time involved (see n. 2, p. 400, supra). 

* While the Government argued in the Supreme Court that the Commission had power 
to make findings as to the lawfulness of past rates, the Court found it unnecessary to 
decide the question in that case. Federal Power Commission v. Hope Natural Gas Co., 
320 U. S. at pp. 618-619. 

tIn the Montana-Dakota case the Commission filed its brief amicus curiae because the 
petition for certiorari raised questions important to the administration of the Federal 
Power Act, and by close analogy, the Natural Gas Act. 
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* * * The majority believe the Federal court should dismiss the com- 
plaint. A minority urges that we should direct the District Court to refer 
issues to the Federal Power Commission. 

™ . - a * 2 7 


* * * But we know of no case where the court has ordered reference of 
an issue which the administrative body would not itself have jurisdiction 
to determine in a proceeding for that purpose. The fact that the Congress 
withheld from the Commission power to grant reparations does not require 
courts to entertain proceedings they cannot themselves decide in order 
indirectly to obtain Commission action which Congress did not allow to 
be taken directly. There is no indication in the Power Act that that was 
Congress’ intent. 

It is urged that this leaves petitioner without a remedy under the Power 
Act. We agree. In that respect, petitioner is no worse off after losing its 
lawsuit than its customers are if it wins. Unless we are to assume that 
this company failed to include its buying costs in its selling rates, we must 
assume that any unreasonable amounts it paid suppliers it collected from 
consumers. Indeed, this is the assumption made by the Commission in its 
brief as amicus curiae here. It is admitted that, if it recoups again what 
it has already recouped from the public, there is no machinery in or out of 
court by which others who have paid unreasonable charges to it can recover. 

Under such circumstances, we conclude that, since the case involves only 
issues which a federal court cannot decide and can only refer to a body 
which also would have no independent jurisdiction to decide, it must decline 
the case forthrightly rather than resort to such improvisation. 


Respecting question (4) it is also to be observed that the delay in disposing 
of this case was in part due to the fact that at the outset the joint complaint 
was not limited to a discrimination case. In fact, Willmut and Hattiesburg 
expressly requested that the complaint be made a part of the Commission’s 
general rate investigation of United in docket No. G—1142—which is currently 
pending—with Willmut being treated “as an intervener therein so that through 
investigation there may be vouchsafed Willmut and its customers that whereto 
they are lawfully entitled under the act.” United concurred in that request. 
The Commission complied therewith (p. 401, n. 4, supra). 

Because the other two questions presented for decision may best be considered 
against a background of Willmut’s history as a retail distributor of natural 
gas and its prior relations with United, that history will be reviewed first. 


HISTORY 


In 1930, upon discovery of natural gas in the immediate vicinity of Jackson, 
Mississippi, an eight-inch pipeline, 84 miles in length, was constructed by Public 
Service Corp. of Mississippi from the Jackson gas field south to a point near 
Hattiesburg (Jackson-Hattiesburg line). Four years later, as a result of fore- 
closure proceedings, Willmut acquired the Jackson-Hattiesburg line and the 
distribution systems served by it, including those at D’Lo, Mendenhall, Magee, 
Sanford, Mt. Olive, Collins and Hattiesburg, Miss. Thereafter, Willmut acquired 
the distribution system at East Jackson and constructed a system at Seminary. 

In 1939 the Jackson gas field, upon which Willmut’s system depended,® was 
substantially depleted, making it necessary for Willmut to seek a supply of gas 


* Until 1940 Willmut operated its system with gas produced by it and others in the 
Jackson Field. The cost at wellhead was approximately 2 to 4 cents per M. c. f. as com- 
pared with the 30 cents domestic gas rate Willmut began paying United in 1940. 
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from another source. Because United’s system served the Jackson area and 
appeared to have a plentiful supply of natural gas, Willmut turned to it for its 
requirements. However, when United and Willmut were unable to agree upon 
contract terms, Willmut, without United’s consent, connected the northern end 
of its Jackson-Hattiesburg line to United’s Sterlington (La.)-Jackson line, and 
by that means United began supplying Willmut’s requirements with gas pro- 
duced outside the State of Mississippi. Without contract that service continued 
until August 20, 1943. The domestic rate was then 30 cents per M. c. f. (United’s 
uniform town border rate in the Jackson rate area), with a participation by 
United in the gross revenue received by Willmut for industrial gas—usually 
approximating 80 percent. 

From the time Willmut attached its Jackson-Hattiesburg line to United's sys- 
tem in 1940 until the present, strained relations have existed between Willmut 
and United.” Another dispute developed because Willmut, upon receipt of gas 
from United, transported it at its own expense to the city gates along its 84-mile 
line. It therefore objected to the payment of a city gate rate without cor- 
responding city gate delivery. Willmut obtained no immediate relief. How- 
ever, in 1943, in accordance with a certificate of public convenience and neces- 
sity issued it by the Commission (Jn the Matter of United Gas Pipe Line Co., 
docket No. G-478, 3 F. P. C. 551), United purchased the Jackson-Hattiesburg 
line from Willmut and began operating that line as an integral part of its inter- 
state system.“ Willmut, however, retained and has continued to operate its 
local distribution systems served by that line and also the East Jackson dis- 
tribution system served by the Sterlington-Jackson line. 

Contemporaneously with its acquisition of the Jackson-Hattiesburg line in 
1943, and as a part of the transaction, United for the first time entered into 
a contract with Willmut under which it agreed to sell to the latter substantially 
all of its natural gas requirements and to make delivery at the city gate of each 
of the several cities and towns served by Willmut. By order of the Commission, 
this contract became effective as of August 20, 1943 as United’s rate schedule 
F. P. C. No. 73, and Willmut continues to be served thereunder. Under that 
contract the domestic rate is 25 cents per M. c. f.," that being the uniform rate 


* No reason appears why it was necessary for Willmut to obtain its natural gas require- 
ments at the outset in the indicated manner. Apparently the same result could have been 
obtained without delay by application filed pursuant to section 7 (a) of the Natural 
Gas Act. 

10 Regarding the inharmonious relations which have existed between Willmut and United, 
as well as the sharp competition between Willmut and affiliates of United, it should be 
observed that the testimony of Willmut’s president that “United was desirous of elim- 
inating Willmut” stands unchallenged in the record. 

4 In its opinion the Commission stated in part, 3 F. P. C. at pp. 551-552, 554: 

This proceeding was begun by the filing of an application by United * * * for 
authority * * * to acquire from Willmut * * * and operate a gas transmission 
pipe line for the transportation and sale for resale of natural gas in interstate com- 
merce, and also to construct and operate about 4.4 miles of 8% inch pipeline to con- 
nect the southern terminus of the transmission line to be acquired with the applicant's 
existing Jackson-Mobile interstate transmission line. The transmission line to be 
acquired parallels throughout its length applicant’s Jackson—Mobile line. 

. 7 > . * . ” 

The interconnection at both ends of the Willmut line with the Jackson-Mobile 
line will not only enable the applicant to operate the same as a partial looping of 
the Jackson—Mobile line, but will also permit applicant to make future city gate deliv- 
eries of natural gas ata saving to Willmut. * * * 

2 The contract further provided that the price for all gas delivered for resale to indus- 
trial customers would be 80 percent of the amount received by Willmut therefor, pro- 
vided that United received for the industrial gas not more than 25 cents per M. c. f., nor less 
than 16 cents per M. c.f. The floor for industrial gas for Willmut, i. e., 16 cents per 
M. c. f., compares with a 14 cents floor in the new MPL contract. 
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which the Commission had, in its prior opinion and order of April 16, 1943 in 
Louisiana Public Service Commission v. United Gas Pipe Line Co., 3 F. P. C. 
402, fixed for United’s Jackson district, including MPL.” 

Until 1947 all of United’s customers in the Jackson rate area were served 
domestic gas at the 25 cent rate. However, beginning July 26, 1947 only MPL 
enjoyed the benefits of a lower rate, causing Willmut and Hattiesburg, after 
United’s rejection of Willmut’s demand for rates and service equal to MPL, 
to file the formal complaint on December 8, 1948 instituting this proceeding. 


JURISDICTION 


As already indicated, Willmut is a retail distributor of natural gas in south 
Mississippi. Since 1940 it has been dependent upon United for practically its 
entire natural gas supply. United is a corporation having its principal business 
office at Shreveport, La. It owns and operates an integrated natural gas trans- 
mission pipeline system which traverses the States of Texas, Louisiana, Missis- 
sippi, Alabama and Florida. By the operation of that system United is engaged 
in the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption for domestic, commercial, industrial and other 
uses, and admittedly is a “natural-gas company” within the meaning of the 
Natural Gas Act, and subject thereunder to regulation by the Commission. 

Except for East Jackson (served by the Sterlington-Jackson interstate line) 
all of United’s natural gas deliveries to Willmut are made at town border sta- 
tions served by the Jackson-Hattiesburg line. But although the sale to Willmut 
continues to be made through the use of these facilities certificated by the Com- 
mission for both the “transportation” and “sale” of natural gas in interstate 
commerce, and under a filed rate schedule effective since August 20, 1943, United 
contends that beginning February 6, 1947, such sale, except for East Jackson, 
should be found to be an intrastate sale and hence beyond the jurisdiction of 
the Commission to regulate. 

United says that, except for East Jackson, its sale to Willmut is entitled to 
exemption from Commission regulation for the reason that after the discovery 
of gas in 1946 in the Gwinville Field in Mississippi it substituted intrastate gas 
from that source for interstate deliveries made to the Jackson-Hattiesburg line 
up to that time, alleging that that result was accomplished by the operational 
changes now to be described. 

The Gwinville Field is located at a point approximately midway between 
Jackson and Hattiesburg. By means of a transmission line certificated by 
the Commission, 5 F. P. C. 628, that field was tied into the Jackson-Hattiesburg 
line on January 8, 1947, having been previously tied into the paralleling Jackson- 
Mobile line on December 27, 1946. The check valve connections were so con- 
structed that interstate gas cannot flow from the Jackson-Mobile line into the 
Jackson-Hattiesburg line without the check valves having been first unlocked 
and then opened. These valves have not been so unlocked and opened and thus 
no interstate gas has flowed from the Jackson-Mobile line into the Jackson- 
Hattiesburg line at this point since December 27, 1946. However, since that 
date there has been a constant flow of gas from the Gwinville field to the Jackson- 
Hattiesburg line and beyond to the Jackson-Mobile line, such flow to the Jackson- 
Mobile line being provided for not only by the Gwinville tie line but also by an 
8-inch line connecting the southern terminus of the Jackson-Hattiesburg line 
with the Jackson-Mobile line. By this means gas produced in the Gwinville field 


13The Commission’s opinion and order reduced United’s rate, on an area basis, by 
$2,195,287, as proposed and agreed to by United, the effect in the Jackson rate area being 
to reduce United’s domestic rate from 30 cents to 25 cents per M. c. f. 
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enters United’s interstate system, particularly lines extending into Alabama and 
Florida. 

At the time the Gwinville Field was tied into the Jackson-Hattiesburg and 
Jackson-Mobile lines, the Jackson-Hattiesburg line serving Willmut was inter- 
connected with three other interstate transmission lines owned and operated by 
United: (1) the Jackson-Mobile parallel line at two points in addition to the 
Gwinville tap;** (2) the Sterlington-Jackson line at two points; and (3) a 
10-inch line extending to Bogalusa, La., which in turn is interconnected with 
the Jackson-Mobile line. These four lines and their connecting links were cer- 
tificated by the Commission for both the “transportation” and “sale” of natural 
gas in interstate commerce, and as certificated were operated to transmit, coordi- 
nate and distribute natural gas in such manner and in such volume as to insure 
continuity of service, maximum economic stability and adequate pressure 
throughout that division of United’s system. However, after being certificated 
and in disregard not oniy of what appears to have been its concept of efficient 
operating standards, but also of the rights of the public, to whom it owes its first 
duty, United, in January and February 1947, without applying for and obtaining 
Commission consent pursuant to the abandonment provision of the Natural Gas 
Act (section 7 (b) ), isolated the Jackson-Hattiesburg line from (1) the Sterling- 
ton-Jackson line and (2) the 10-inch Bogalusa line. 

United also caused installations to be made, again without Commission 
approval, rendering impossible any flow of interstate gas from the Jackson- 
Mobile line into the Jackson-Hattiesburg line except for the 8-inch line author- 
ized at docket No. G-478 to connect the southern terminus of the Jackson- 
Hattiesburg line with the Jackson-Mobile line (p. 403, n. 11, supra). Off that 
S8-inch tie line United constructed a lateral (Plant Eaton lateral) to provide 
service to Mississippi Power Co.’s steam generating station (Plant Eaton) located 
approximately one mile outside the Hattiesburg city limits. Service to Plant 
Eaton™ is, therefore, provided from gas originating both from within (from 
the Jackson-Hattiesburg line) and from without (from the Jackson-Mobile line) 
the State of Mississippi. By installing 2 meters, 1 on the Plant Eaton lateral at 
the steam generating plant, and the other on the 8-inch link at a point east of its 
junction with the Plant Eaton lateral, United, by a comparison of the flow of 
gas through the 2 meters, is enabled to determine when interstate gas flows from 
the Jackson-Mobile line into the Jackson-Hattiesburg line, and likewise when the 


44The north end connection between the Jackson-Hattiesburg line and the Jackson- 
Mobile line was at the Jackson compressor station and was made by Willmut in 1940 
when it commenced to take gas from United. From 1943 until United rearranged its 
facilities at that point in 1947, that connection constituted part of the Jackson-Hattles- 
burg—Jackson-Mobile loop arrangement authorized at dockets No. G—478 (p. 403, n. 11, 
supra). 

It is also important to note at this point that the Jackson-Hattiesburg, Jackson-Mobile 
and Sterlington-Jackson lines all extended to United's Jackson compressor station until 
United rearranged its system operations so as to disconnect the Jackson-Hattiesburg line 
from that compressor station. 

%* The sale of gas to Mississippi Power Co. for consumption at Plant Eaton is a direct 
industrial sale. The rate charged is 12.46 cents per M.c.f. That plant consumes gas at 
an almost uniform rate twenty-four hours a day, as reflected, for example, by the fact that 
in the year 1951 United delivered to it 7,324,389 M. c. f. of gas which was consumed at a 
load factor of 90.5 percent. Deliveries to that steam generating plant are, however, cur- 
tailable before deliveries to town border stations such as Willmut. But in the event gas 
service is interrupated, United, by the terms of its contract with Mississippi Power Co., is 
obligated to supply (for two units) the alternative fuel requirements of the steam generat- 
ing plant so as to enable it to maintain continuity of operation. In fact, by the terms of the 
service contract, United was also obligated to construct the alternative fuel facilities for two 
units at its own expense. 
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flow is in the opposite direction. So long as a comparison of the meter charts 
shows that Plant Eaton consumed a larger quantity of gas than passed through 
the meter on the 8-inch tie line, it follows necessarily that the remaining portion 
of the gas came from the Jackson-Hattiesburg line and that no interstate gas 
flowed from the 8-inch tie line into the Jackson-Hattiesburg line. 

According to the testimony, from February 6, 1947 to April 22, 1952, gas flowed 
from the Jackson-Mobile line to the Jackson-Hattiesburg line on seven occasions, 
each of a few hours duration, On five of tnose occasions natural gas was re- 
quired from the Jackson-Mobile line because of repairs on the Jackson-Hattiesburg 
line. On another occasion, United required large volumes of gas to pack its 
newly constructed Philadelphia extension. On only one occasion, i. e., December 
25, 1948, did gas flow automatically from the Jackson-Mobile line into the Jack- 
son-Hattiesburg line because of temperature, pressure and operating conditions. 
However, at any time the pressure in the Jackson-Hattiesburg line falls below 
the pressure in the Jackson-Mobile line, interstate gas will automatically flow 
from the Jackson-Mobile line into the Jackson-Hattiesburg line. It is obvious, 
therefore, that the Jackson-Hattiesburg line serves two essential functions in 
United’s interconnected and coordinated pipe line network. First, it provides a 
means by which continuous and adequate natural gas service is automatically 
assured all delivery points on that line, regardless of whether the gas is produced 
within or without the State of Mississippi. Second, it transports gas originating 
in the Gwinville Field to the Jackson-Mobile line for further transportation to 
other points on United’s integrated system. 

In passing, it should be pointed out that the fact that interstate gas has flowed 
from the Jackson-Mobile line to the Jackson-Hattiesburg line on only a few occa- 
sions since February 6, 1947, does not mean that the same condition will neces- 
sarily prevail in the future. Indeed, because of the steadily increasing demand 
for gas at delivery points on the Jackson-Hattiesburg line,” there is every reason 
to believe that in the future far greater volumes of interstate gas will flow into 
the Jackson-Hattiesburg line even if the present system operating arrangement 
is permitted to continue. A clear indication of the anticipated shortage of intra- 
state gas on the Jackson-Hattiesburg line is the installation of alternative fuel 
at Plant Eaton (p. 405, n. 15, supra). 

United concedes that until February 6, 1947, the sale made to Willmut from 
the Jackson-Hattiesburg line was regulable by the Commission. Although it 
challenges the jurisdiction of the Commission over such sale since that date, 
the evidence, provisions of the Natural Gas Act, and applicable decisions of the 
courts and the Commission make it clear that that sale is not removed from 
Commission jurisdiction by the circumstances under which it is now made. This 
is so for two principal reasons: First, the system operational changes were 
made in violation of the provisions of section 7 (b) of the act which prohibited 
United from abandoning “all or any portion of its facilities subject to the juris- 
diction of the Commission” without Commission approval. Second, even if the 
abandonment of facilities had been authorized, United has not succeeded, as it 
claims, in removing sales from the Jackson-Hattiesburg line from the reach 
of the act because (1) the relatively small amount of interstate gas involved 
since February 6, 1947, is no bar to Commission regulation, and (2) the present 
plan of operation for the Jackson-Hattiesburg line shows that it is not to be 


1% In their reply brief counsel for United state that “deliveries to Willmut over the years 
1947 to 1951 have increased by some 51 percent in annual volume and by some 80 percent 
in peak day.’’ Moreover, any reduction in Willmut’s wholesale rate will have a tendency 
to further increase the demand for gas from the Jackson-Hattiesburg line. 
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regarded as an isolated segment, separate and distinct from United’s transmis- 
sion network, but rather is an integral part thereof. 


I 


The Natural Gas Act, in vesting jurisdiction in the Commission to grant certifi- 
cates of public convenience and necessity and to permit abandonments of “facili- 
ties” and “any service”, does not create power in a natural-gas company to 
make elections as to the type of service it will render or as to the method of 
its system operations, but only confers jurisdiction upon the Commission to give 
authorizations satisfying the act’s limiting provisions and effectuating its funda- 
mental purpose to protect ultimate consumers served by certificated facilities. 
That it was the intention of Congress to rely upon exclusive Commission control 
is made apparent by the provisions of section 7 (e) providing that certificates 
may be issued by the Commission only if it finds— 


* * * that the applicant is able and willing properly to do the acts and 
to perform the service proposed and to conform to the provisions of the act 
and the requirements, rules, and regulations of the Commission thereunder, 
and that the proposed service, sale, operation, construction, extension, or 
acquisition, to the extent authorized by the certificate, is or will be required 
by the present or future public convenience and necessity; otherwise such 
application shall be denied. The Commission shall have the power to attach 
tg the issuance of the certificate and to the exercise of the rights granted 
thereunder such reasonable terms and conditions as the public convenience 
and necessity may require. 


and by section 7 (b) prohibiting a natural-gas cémpany from abandoning— 


* * * all or any portion of its facilities subject to the jurisdiction of the 
Commission or any service rendered by means of such facilities, without 
the permission and approval of the Commission first had and obtained, after 
due hearing, and a finding by the Commission that the available supply of 
natural gas is depleted to the extent that the continuance of service is un- 
warranted, or that the present or future public convenience or necessity 
permit such abandonment. 


Thus once a company becomes an interstate operator pursuant to a cer- 
tificate of public convenience and necessity issued by the Commission, it may not 
become an interstate operator except through the operation of the abandon- 
ment provisions of section 7 (b). United has never instituted a proceeding 
under section 7 (b) for the purpose of establishing either statutory prerequisite 
(that (1) its available natural gas supply is depleted, or (2) that the present or 
future public convenience and necessity permit the abandonment of “facilities” 
or “any service”) ” for the abandonment of interstate service to Willmut, or 
for abandonment of facilities involved in the rearrangement of its system oper- 
ations in 1947. Nor has the Commission ever made or had occasion to make the 
findings which section 7(b) require as the basis for Commission approval. 

Thus United’s rearrangement of its system operations in 1947, without Com- 
mission sanction, and in an effort to avoid Commission regulation of the Willmut 
rate (insofar as deliveries made from the Jackson-Hattiesburg line are con- 
cerned), is a clear violation of the act and may be corrected by order of the 





17 See Panhandle Eastern Pipe Line Co. v. Michigan Consolidated Gas Co., 177 F. 2d 942; 
Panhandle Eastern Pipe Line Co., docket No. G-1725, Memorandum Op. No. 229, dated 
June 17, 1952, 11 F. P. C. 167; United Gas Pipe Line Co., docket No. G-216, 3 F. P. C. 3, 9. 
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Commission directing the reestablishment of system operations existing prior to 
February 6, 1947.° That the procedure made mandatory by the statute is the 
only course open to United is made clear in Pennsylvania Water & Power Co. v. 
Federal Power Commission, 343 U. S. 414, 423-424, as appears from the following 


excerpt from that opinion which applies with equal force to the situation here 
involved: 


If Penn Water wishes to discontinue some or all of the services it has 
rendered for the past twenty years, the act * * * opens up a way provided 
Penn Water can prove that its wishes are consistent with the public interest. 
* * * Here instead of following the procedure for changing existing services 
and practices—a procedure which the Congress has authorized and which 
the Commission has supplemented by rules of its own, the company has 
rather tried to utilize a violation * * * so as to nullify a rate-reduction 
order. 


Accordingly, even if United’s rearrangement of its system operations had 
accomplished a complete substitution of intrastate for interstate deliveries from 
the Jackson-Hattiesburg line, such unauthorized rearrangement of its system 
can avail it nothing in this case. 


II 


It is clear, however, that United, notwithstanding the operational changes 
made, has not succeeded in removing any part of its sale to Willmut from Com- 
mission regulation. It serves Willmut under a single contract effective as a 
rate schedule since August 20, 1943; the service provided under that contract 
is considered as one bulk sale; the deliveries made at East Jackson from the 
Sterlington-Jackson line are comprised of interstate gas; and the deliveries 
from the Jackson-Hattiesburg line since February 6, 1947, have involved rel- 
atively small amounts of interstate gas, but may at any time involve much larger 
volumes of interstate gas by the automatic operation of United’s system. In 
such a situation, control of United’s rate to Willmut is a matter with which 
Congress alone is competent to deal, and is one over which the Commission has 
regulatory power under the Natural Gas Act. 

United's objection to Commission regulation of the Willmut rate because of 
the small amount of interstate gas involved since February 6, 1947 is a familiar 
one, having been raised in some form in practically every proceeding in which 
the Commission’s jurisdiction has been contested. Representative of the rulings 
of the courts are the four most recent decisions involving instances where the 
Commission asserted jurisdiction in the face of objections of the kind upon 
which United appears to rely (Pennsylvania Water & Power Co. v. Federal 
Power Commission, supra; Wisconsin Power and Light Co. v. Federal Power 
Commission, 201 F. 2d 183 (Ct. of App., D. C., Nov. 13, 1952) ; California Electric 
Power Co. v. Federal Power Coumission, 199 F. 2d 206 (9th Cir. Oct. 14, 1952); 
Wisconsin-Michigan Power Co. v. Federal Power Commission, 197 F. 2d 472). 
In the Pennsylvania Water & Power Co., case the Supreme Court held that 
despite the fact that about 83 percent of the energy furnished by the company 
to customers in Pennsylvania was generated in Pennsylvania, the “Commission 


18 Power to take such action is granted by the provisions of section 16 of the Natural 
Gas Act authorizing the Commission to perform any act and to issue any order it may 
find necessary or appropriate to carry out the provisions of the act. 

From the testimony it appears that all of the unauthorized installations, disconnections, 


etce., made by United can be reestablished in a matter of hours and at a minimum of 
expense. 
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has complete authority to regulate all of this commingled power flow. The 
Commission's power does not vary with the rise and fall of the Susquehanna 
River.” (343 U. S. at p. 420.) This ruling is particularly pertinent here, for 
by the same token the Commission’s jurisdiction over United’s sale to Willmut 
from the Jackson-Hattiesburg line does not vary with the unpredictable rise 
and fall of pressure on that line, nor does it vary by reason of the unauthorized 
acts of United in making operational changes. 

That the relatively small amounts of interstate gas which may at times be 
involved is no ground for objection is also made clear by the decision in Con- 
necticut Light &€ Power Co. v. Federal Power Commission, 324 U. S. 515. In 
that case the Court, while setting aside the Commission’s order on other grounds, 
ruled at pp. 535-536 : 


Another contention made by the Company may be shortly disposed of. 
It is contended that the volume of energy passing over certain of these 
facilities is insignificant in proportion to the total. Only about one-fifth 
of one percent of all the energy received and generated by the Company 
throughout the State of Connecticut was transmitted out of the state during 
the time of the connection of Fishers Islands with the Borough of Groton. 
Congress appears to have left to the Commission’s sound administrative 
discretion to determine whether or not to assert its authority in such situa- 
tions. Congress annually receives a report of the Commission’s work and 
appropriates the funds for its continuance. If it thinks the Commission 
is over-extending its attention to trivial situations it has ready means of 
control in its hands. The wisdom of its work is not our concern, but only 
its legal justification. We do not find that Congress has conditioned the 
jurisdiction of the Commission upon any particular volumes or proportion 
of interstate energy involved, and we do not think it would be appropriate 
to supply such a jurisdictional limitation by construction. 


Even on the basis of present system operations, the situation here justifying 
Commission assertion of jurisdiction over United’s sale to Willmut from the 
Jackson-Hattiesburg line is by no means a “trivial” one, for as has been shown 
the present plan of operation for the Jackson-Hattiesburg line is to have it serve 
as a necessary and coordinated part of United’s interstate system and it can 
at any time, by the automatic operation of that system, receive large volumes 
of interstate gas from the Jackson-Mobile line. 


PREFERENCE AND DISCRIMINATION 


That MPL was granted a preferential and discriminatory rate was tacitly 
conceded by United during the 1947-48 negotiations in which Willmut de- 
manded rates, terms and conditions equal to these provided in MPL’s service 
contract which became effective on July 26, 1947, as United’s rate schedule 
F. P. C. No. 95, as supplemented. For as has been stated (pp. 400-401, supra), 
United attempted to settle that controversy by offering Willmut MPL’s 17.5 
cents domestic rate on deliveries made at East Jackson from the Sterlington- 
Jackson line, its position as to deliveries then made from the Jackson-Hattiesburg 
line being simply that such deliveries are comprised of intrastate gas beyond 
the reach of the Natural Gas Act. Thus United tacitly conceded that if Com- 
mission jurisdiction extended to deliveries made from the Jackson-Hattiesburg 
line, as hereinabove shown, the 17.5 cents rate per M. c. f. for domestic gas 
was likewise applicable to those deliveries. 

In considering the question of preference and discrimination here involved, 
it is also important to note at this point that during the hearing in 1943 In the 
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Matter of United Gas Pipe Line Co., docket No. G-478, supra, a witness for 
United, in testifying as to the reason why United, prior to 1943, could not offer 
Willmut a rate lower than the uniform 30 cents per M. f. c. rate for domestic 
gas (when Willmut objected to paying a city gate price without corresponding 
city gate delivery (p. 403, supra) ), stated: 


* * * if we attempted to give him some reduction in our city gate price 
* * * we would be in the position of selling him gas at a lesser rate about 
a stone’s throw from where we would be delivering it to the Mississippi 
Power and Light at Jackson, Miss., for the established city gate rate, the 
reasons for that being we are operating the system on zone rates, and the 
mileage factor is not a direct complication of the rate * * *. 


In so testifying United’s representative recognized that United’s operation on 
a uniform rate area basis entitled town border customers within established 
zones to equal rates. And as United’s rate expert (Zinder) testified, in deter- 
mining the town border customers to be included in a uniform rate area the 
customers need not “have exactly the same load factor, exactly the same volume, 
exactly the same distance from supply to get the same rate. In the averaging 
process * * * there may be differences. The purpose of averaging is to remove 
such differences within a reasonable range.” Thus where, as here, uniform 
rate zones are established and maintained within a reasonable range so that 
the public interest, i. e., that of investors and consumers, is protected, there 
can be no objection to the zone method of operation and regulation. Certainly 
it would not appear to be of any moment to a natural-gas company, so long 
as it earns a fair return, if all of its customers within an established zone pay 
a uniform rate rather than different rates producing the same aggregate 
revenue. 

That United operates and has been regulated by the Commission on a rate 
area basis is shown by the Commission’s opinion and order adopted April 16, 
1943 (a few months prior to the date Willmut entered into its gas purchase 
contract with United (rate schedule F. P. C. No. 73)) reducing United’s rates, 
on a zone basis, by $2,195,287 as proposed and agreed to by United (Louisiana 
Public Service Commission v. United Gas Pipe Line Co., supra). In so doing, 
the Commission reduced United’s uniform rate for domestic gas in the Jackson 
rate area from 30 cents to 25 cents, stating in part as follows, 3 F. P. C. at pp. 
402-405 : 


These proceedings had their inception with the filing of a complaint by 
the Louisiana Public Service Commission against United * * *. 

On December 5, 1939, the Commission, acting on its own motion, entered 
an order * * * instituting a general investigation of United * * *. Subse- 
quently, the cities of Jackson, Hattiesburg, and New Orleans, and Willmut 
* * * filed petitions * * *‘tointervene * * *. 


* * 





7 
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= 
* * * United agreed to file, and on April 1, 1943, did file with the Com- 
mission amendatory contracts affecting a reduction of rates for resale 
gas, for domestic and commercial consumption in the sum of $2,195,287, 
annually, based upon revenues for the year 1942. * * * 
We have accepted for filing the rate schedules submitted by United, and 
* * * make them applicable to sales and deliveries of natural gas * * * 
* e + > > 2 . 
The over-all reduction of $2,195,287.00 has been allocated to “rate areas” 
in accordance with the Commission’s established policy of endeavoring to 
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obtain uniform rates to the widest extent feasible. In determining areas 
where uniform rates should prevail, consideration is given to the relative 
cost of rendering service, the location of gas fields, natural boundaries, and 
the general characteristics of the region. In other words, our purpose is 
to encourage the establishment of uniform rates in regions where sub- 
stantially the same operating and natural conditions prevail, starting with 
the premise that the widest areas practicable in terms of average costs and 
physical characteristics of service, should be designated. 

In accordance with these principles, for the purpose of allocating the 
over-all rate reduction, the territory of the company was divided into 7 
rate areas * * *, 

* + 7 2 * * 7 


Jackson Area.—From the Mississippi River east to Pensacola, Fla., but 
not including the New Orleans area. The Jackson area includes Jackson, 
Miss. ; Mobile, Ala. ; and Pensacola, Fla. 


* * * * a * a 


The following tabulation shows the rates per M. c. f. in each area prior 
to and after the rate reduction. 


Area | Oldrates | New rates 


| 
Cents | Cents 
San Antonio area ‘ ‘ ; 30 | 
Wichita Falls area east Se 7 | 27 
Jackson area ‘ ; 30 
Central area scligiccacnmitdssia ‘ ; 30-27-2244 
Houston area_.- ss aa ‘ ; iia 20 | 
Beaumont area____.._...-- : ‘ | 20 | 
New Orleans area_. ie Nie a ani ae patna ‘elie 30-15,4 | 
| 


we 


— ot et DOD DD 
wc on © trae 2 


It will be noted that the new rate for Houston, Beaumont, and New Orleans 
is 15 cents, which is considerably lower than the rates for the other areas. 
This lower rate is due solely to the very close proximity of each of these areas 
to the sources of natural gas. 


Counsel for United now claim that (1) with respect to East Jackson, and 
assuming that the Commission has jurisdiction over sales to Willmut in addition 
to East Jackson, the complainants have not borne the burden of proving the 
existence of discrimination claimed by them, and (2) assuming further that dis- 
crimination might be found to exist, the Commission is powerless to act until it 
has concluded a complete rate case. 


I 


In contending that Willmut and Hattiesburg had the burden of proof of estab- 
lishing the existence of discrimination claimed by them, counsel for United 
ignore the fact that United operates on a uniform rate area basis and not on an 
individual customer basis. To ignore this fact shows how seriously counsel 
misconstrue the problem of preference and discrimination here involved. For 
to operate on a zone basis and to have the Commission exercise its rate jurisdic- 
tion on such a basis is to make the uniform zone rate binding for all regulatory 
purposes. 

Willmut and Hattiesburg met the burden of proof prima facie by simply show- 
ing that Willmut is a town border customer within United’s established Jackson 
rate area. This fact entitled Willmut (and the same is true of all other town 
border customers in United’s Jackson district) to service on the same basis as 
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MPL unless United discharges its burden of proof of making it affirmatively 
appear that substantial differences exist justifying the exclusion of MPL from the 
uniform rate applicable to all other customers in the Jackson rate zone. United 
made no such showing. Nothing in the record tends to indicate that the cost 
per M. ec. f. to United of producing and delivering domestic gas to customers in 
the Jackson rate area, other than MPL, is more than the cost of producing and 
delivering domestic gas to MPL. Nor was any substantial showing made (1) 
that such differences as may have existed since 1947 in population, load factor,” 
etc., furnish any basis for treating MPL any differently than the other town border 
customers within the Jackson rate area, or (2) that such immaterial differences 
as may have existed and as may continue to exist are in any way accountable 
for the 1947 rate reduction which United voluntarily granted to MPL. In 
fact, none of the witnesses presented by United knew what caused that rate 
reduction to be made. As United’s assistant sales manager (Porter) testified, 
the negotiations leading to the reduction of the MPL rate were not even con- 
ducted by the sales department, but “were carried on between the top management 
of our company and the top maangement” of MPL. However, none of the in- 
dividuals comprising the “top management” of either United or MPL were 
produced as witnesses. Respecting this, and as the Court observed in Runkle v. 
Burnham, 153 U. 8S. 216, 225-226, “production of weaker evidence, when stronger 
might have been produced, lays the producer open to the suspicion that the 
stronger evidence would have been to his prejudice.” 

That there can be no doubt but that United, at the time it granted MPL the 17.5 
cents per M. c. f. rate for domestic gas in 1947, recognized that it served MPL 
and all other town border customers in the Jackson rate area under substantially 
similar conditions, and that the new MPL rate was lower than the other rates 
for similar service in that territory, is shown by the fact that in its letter 
dated September 9, 1947, transmitting the new MPL contract to the Commission 
for filing (which letter was offered in evidence by Commission staff counsel), 
it was expressly stated that the new MPL rate “is lower than our other rates for 
similar service in the same territory.” This transmittal letter is further re- 
ferred to hereinafter in connection with the discussion of the error into which 
the Commission was led in relying upon representations made in support of 
reasons advanced by United for acceptance of the new MPL contract for filing 
as a rate schedule. 

From the foregoing it can only be concluded that Willmut and MPL, from and 
after the date the new MPL contract became effective (as United’s rate schedule 
F. P. C. No. 95, as supplemented), have continued to be served under substantially 
similar conditions, and that the record discloses no justification for the higher, 
or 25 cents per M. ec. f. domestic rate, which United charges Willmut. Thus 
United, by its failure to make available to Willmut, as well as all other town 
border customers within the Jackson rate area, the lowest rate voluntarily 
charged MPL, is unlawfully subjecting the other customers in that rate area to 
undue prejudice and disadvantage and granting preference and advantage to MPL. 

Turning now to a consideration of the error into which the Commission was 
led in its reliance upon United’s stated justification for requesting that the new 
MPL contract be permitted to become effective as a rate schedule. In trans- 
mitting (by letter dated September 4, 1947) that contract for filing, United, 


2#® At one point in his testimony United’s witness Porter testified : 
Q. * * * Do you have any reason, or is there any reason why the domestic load 
factor of Willmut should be any different from the domestic load factor at Jackson? 
A. I shouldn’t think so. I don’t know. 
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in undertaking to comply with the Commission’s rules of practice and procedure, 
set forth the following reasons in support of the proposed new rate: 


* * * The change in rate * * * is due to the fact that in the State of 
Mississippi there has been almost continual campaign of exploratory drilling 
operations, which have resulted in the discovery of several gas fields in or 
near the area covered by the above contract, which fields were not known 
at the time of the execution of the original contract. Some of these fields 
presently have no market outlet, and it is the desire of this Company to 
afford reasonable market outlets for these fields where it can economically 
do so; and likewise to pass on to towns and cities in the State of Mississippi 
benefits in the way of rate reductions resulting from the new and com- 


paratively close sources of gas supply where the economics of the situation 
can justify the same. 


But it was Willmut, not MPL, that was then receiving predominantly intrastate 
gas. In fact, so far as the record shows, United continues to supply MPL with 
predominantly out-of-State gas produced in Texas and Louisiana. But rather 
than give Willmut “benefits in the way of rate reductions resulting from new 
and comparatively close sources of gas supply,” United took the unauthorized 
steps hereinabove described (pp. 405-406, supra) to make operational changes 
designed to remove the sale to Willmut (insofar as made from the Jackson- 
Hattiesburg line) from the Commission’s jurisdiction, and presumably by that 
means, among other things, to protect the discriminatory rate and preference 
voluntarily extended to MPL. It is also of interest to point out that about that 
time United constructed its so-called “Philadelphia extension” to the Jackson- 
Hattiesburg line, which extension begins at United’s Jackson, Miss., compressor 
station and continues in an easterly direction to Philadelphia, Miss., a distance 
of about 80 miles. The Philadelphia extension was the subject of United’s 
application for a certificate in docket No. G—708 which was withdrawn after 
filing. However, before that extension was isolated from United’s interstate 
system and began receiving intrastate gas from the Gwinville field, it was (on 
April 17, 1947) packed with the aid of interstate gas delivered through the 
Jackson-Hattiesburg line (from the Jackson-Mobile line). The customers served 
by the Philadelphia extension of the Jackson-Hattiesburg line have been charged 
47 cents per M. c. f. for intrastate gas, as compared with the 17.5 cents rate 
charged MPL for interstate gas and the 25 cents rate charged Willmut and all 
other town border customers within the Jackson rate area. Nothing in these ac- 
tions appear to substantiate what the Commission was led to believe in accepting 
the new MPL rate schedule for filing. In fact the evidence is to the contrary. 
Had the Commission at the time beeen fully and properly informed as to all the 
pertinent facts, there is no question but that it would have either rejected the new 
rate filing as presented, or caused it to be extended to all town border customers 
within the Jackson zone. As to the “Philadelphia extension,’ the Commission 
may now want to reconsider its action in permitting withdrawal of the cer- 
tificate application therefor, particularly if it directs the reestablishment of 
prior systems operations (at United’s Jackson, Miss., compressor station) which 
it has authority to order (n. 18, p. 408, supra) .” 

» As United's witness Poindexter testified, before United would let the towns served by 
the Philadelphia extension “suffer for lack of gas supply, we would take any necessary 
measures, including the introduction of interstate gas into the line for such limited period 
as might be required in order to insure a supply to the towns affected. That has been 
demonstrated by what we have done down here for Hattiesburg, when we have had occasion 
to make repairs to the south end of the 8-inch Jackson-Hattiesburg line.” 
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There appears to be no escape from the conclusion that the treatment which 
Willmut has received at the hands of United is nothing more than an attempted 
squeeze play designed either to force Willmut out of the retail gas business, or 
to cause it to maintain a high level of retail rates so as to furnish justification 
for the maintenance by United’s parent corporation, United Gas Corp., of its 
level of rates in adjacent areas in the Jackson rate zone, as well as to cause other 
customers of United in that area to maintain their level of rates.” It was the 
prevalence of such practice in the nautral gas field, among others, which gave 
rise to an insistent demand for Federal regulation resulting in the enactment of 
the Natural Gas Act. This was made clear in Federal Power Commission v. 
Hope Natural Gas Co., supra, where the Court stated (320 U. S. at p. 610) : 


The primary aim of this legislation was to protect consumers against 
exploitation at the hands of natural gas companies. * * * Moreover, the 
investigations of the Federal Trade Commission had disclosed that the 
majority of the pipeline mileage in the country used to transport natural 
gas, together with an increasing percentage of natural gas supply for pipe- 
line transportation, had been acquired by a handful of holding companies. 
State commissions, independent producers, and communities having or seek- 
ing the service were growing quite helpless against these combinations. 
These were the types of problems with which those participating in the 
hearings were preoccupied. Congress addressed itself to those specific evils. 


That the conclusion reached and referred to in the preceding paragraph is 
justified is borne out not only by what has been said, but also by representations 
made by the president of Willmut in correspondence addressed to the Commission, 
which representations are to be considered in the light of (1) the testimony of 
the mayor of Hattiesburg that Willmut “has made a desperate fight and struggle 
to stay in the * * * natural gas distribution business” and “is about the only 
independent gas distributor left in Mississippi, and certainly in south Missis- 
sippi’; (2) the testimony of Willmut’s president that MPL and United were 
both subsidiaries of Electric Bond and Share Co., and that “United was desirious 
of eliminating Willmut”; and (3) the fact that United Gas Corp. (United’s 
present parent corporation) is engaged in the distribution of natural gas in areas 
adjacent to those served by Willmut.” In his letter dated August 17, 1948, the 
president of Willmut advised the Commission : 


The attention of your commission is also called to the fact that this company 
has maintained low domestic rates, lower than the other distribution com- 


21 As already pointed out, Willmut under appropriate authorizations distributes gas to 
domestic, commercial and industrial consumers in and around Hattiesburg, D’Lo, Menden- 
hall, Magee, Sanford, Mt. Olive and Collins, Miss. The form of municipal franchise under 
which it operates is substantially uniform, and provides that the consumers of natural gas 
in these cities and towns shall receive the benefit of any saving resulting to Willmut because 
of any decrease in the cost of natural gas purchased by Willmut. 

The cities and towns in which United Gas Corp. owns the distribution system include 
Gulfport, Biloxi, Columbia and McComb, Miss., and Bogalusa, La., all of which are within 
United’s Jackson rate area. The cities of Pensacola, Florida, and Picayune, Miss., own 
their distribution systems but purchase their requirements from United. Louisiana Power 
and Light Co. owns the distribution system in Hammond, La., and purchases its gas supply 
from United. 

*2 In a booklet published by United Gas Corp. and covering the history of the development 
of the natural gas industry in Mississippi, it is stated that “the United Gas companies” 
are “Union Producing Co., engaged in exploration and production ; United Gas Pipe Line 
Co., engaged in transmission ; and United Gas Corp., engaged in the distribution of natural 
gas.” “The total state and local taxes paid in Mississippi from 1931 to 1949, inclusive, 
by United Gas Corp. and subsidiaries aggregate $9,178,751.82.” 
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panies and by so doing has caused the other distribution companies to have 
to lower their rates for domestic gas * * *. This has resulted in a large 
saving to domestic consumers and if you will check our rates against the rates 
at Meridian, the towns in northeast Mississippi such as Tupelo and Columbus, 
and the small towns recently taken on by United Corp. you will observe the 
vast difference in rates in domestic consumers. The Hattiesburg situation is 
the reason for lower domestic gas rates for towns served by United Corp. 
such as Laurel, Gulport, Biloxi, and McComb. 


And in a prior letter dated September 16, 1948, addressed to the Commission, 
Willmut’s president stated : 


The attention of your commission is called to section 21 of our contract 
with United Gas Pipe Line Co. This section of the contract places a burden 
and so to speak a mortgage on the Willmut Gas and Oil Co. property in that 
it specifies we cannot sell or dispose of these properties unless we get the 
buyer to agree to continue purchase of gas under the contract. This places 
our distribution systems so they could not be sold to other parties and the 
only buyer available would be United Corp. * * *. 

7 * > © * 

The attention of your commission is called to the fact that United is serving 
an affiliated company, namely, Mississippi Power and Light Co., at low city 
gate rates and refusing to serve Willmut * * * at such reasonable rates by 
claiming to serve in such a manner that they are not subject to the Natural 
Gas Act and your commission. 


Further consideration of the foregoing would be at the risk of obscuring the 
obvious by discussing it. 

One additional point should be referred to, namely, the allegation contained in 
United's answer (filed January 20, 1949) to the complaint that its return is less 
than a just and reasonable return, and that its deficiency in earnings will increase 
in subsequent years (p. 400, supra). In this connection, the Commission in its 
opinion No. 206, In the Matter of United Gas Pipe Line Co., docket No. G—1447, 
issued approximately two years later, or on February 27, 1951, 10 F. P. C. 35, 
pointed out that “United submitted a system-wide cost of service study including 
a 6 percent rate of return which shows an average cost of 13.16 cents per M. c. f. on 
the system” (10 F. P. C. 46). This compares with the 17.5 cents rate charged 
MPL and the 25 cents rate charged Willmut and the other customers in the 
Jackson rate area, and is lower than any area rate fixed by the Commission in 
1943 in Louisiana Public Service Commission v. United Gas Pipe Line Co., supra, 
as hereinabove shown in excerpts from that opinion (pp. 410, 411, supra). The 
fact that United voluntarily granted MPL a domestic rate of 17.5 cents also sug- 
gests that United thought it was continuing to earn a reasonable return for “ex- 
perience does not indicate that utilities are wont to charge themselves out of 
business” (Federal Power Commission, et al. v. Interstate Natural Gas Co., 336 
U. S. 577, 582) unless, of course, there are “extraordinary circumstances making 
submission to the loss expedient” (Dayton Power and Light Co. v. Public Util- 
ities Commission, 292 U.S. 290, 312). 


II 


The contention of counsel for United that if discrimination is found to exist 
the Commission is powerless to act until it has concluded a complete “rate case” 
is likewise lacking in merit. This contention has been effectively answered by 
the Commission in dealing with a like situation in Otter Tail Power Co., supra. 
In that case the Commission said of provisions of the Federal Power Act which 
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are similar to sections 4 (b) and 5 (a) of the Natural Gas Act,” 2 F. P. C. at p. 149: 


* * * (FJor many years the Interstate Commerce Commission had ad- 
ministratively interpreted provisions of the Interstate Commerce Act, sim- 
ilar to the rate provisions of the act before us, as empowering that Com- 
mission to prescribe a rate found to be reasonable for the purpose of 
removing a discrimination without making a finding that it is just and 
reasonable per se. Alexander Sprunt & Son v. United States, 23 F. 2d 874, 
878, where a three judge court approved such interpretation as a fair con- 
struction of the words “just and reasonable” rates. A common sense con- 
struction of sections 205 and 206 of the Federal Power Act impels us to 
accept the principles announced in the foregoing cases as being equally 
applicable in solving the problem with which we are confronted in this case. 

It occurs to us that one rate in its relation to another may be discrim- 
inatory, although each rate per se, if considered independently, might fall 
within the zone of reasonableness. There is considerable latitude within 
the zone of reasonableness insofar as the level of a particular rate is 
concerned. The relationship of rates within such a zone, however, may 
result in an undue advantage in favor of one rate and be discriminatory 
insofar as another rate is concerned. When such a situation exists, the 
discrimination found to exist must be removed. 

For the purpose of removing a discrimination we interpret the statute to 
mean that the reasonable wholesale rate for any class of customers be not 
higher than the lowest rate charged by vendor utility to any customer of 
the same class of service under the same or substantially similar conditions. 
If a complete “trate case” is to be conducted before the patent discrimination 
existing in the instant case is to be removed, such would obviously place 
a strained construction on the Act and render it ineffective for the expedi- 
tious removal of unjust discriminations. 


As is made clear in the foregoing ruling in the Otter Tail Power Co. case, there 
is abundant reason for rejecting the contention that a complete rate case must 
be conducted before “patent discrimination” can be removed by order of the 
Commission. Acceptance of this contention would mean, insofar as this case 
is concerned, that the Commission must undertake and complete a cost study 
of one of the largest, if not the largest, natural gas companies in the United 
States, whose operations cover five states, before it could order the elimination 
of existing discrimination between two retail distributors in Mississippi. Such 
a cost study is what the Commission initiated by its order dated October 12, 
1948 in docket No. G-1142 (p. 400, supra) and is currently under way, and is, of 
course, a tremendous undertaking and can be made even more burdensome and 
time-consuming by reason of (1) litigation such as United has instituted (see 
United Gas Pipe Line Co. v. Federal Power Commission, 181 F. 2d 796, cert. den. 
340 U. S. 827; also civil action 4680-50 now pending in the District Court of 
the United States for the District of Columbia), and (2) the refusal of an 
affiliate of United (Union Producing Co.) to make readily available upon request 
pertinent cost and other data required by members of the Commission’s staff 
in connection with their field investigation of the cost of rendering service (see 
orders of the Commission entered August 22, 1952 and October 9, 1952 In the 
Matter of United Gas Pipe Line Co., docket Nos. G-1142 and G-2019). Surely 


73 As stated in Hope Natural Gas Co. v. Federal Power Commission, supra, section 4 (b) 
“of the act * * * forbids natural gas company from maintaining ‘any unreasonable 
difference in rates, charges, service, facilities, or in any other respect, either as between 
docalities or as between classes of service.’ The power of the Commission to eliminate 
any such unreasonable difference or discrimination is plain. 5 (a).” (320 U.S. at p. 617.) 
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it was not the intent of Congress to permit the Commission’s hands to be tied 
in any such manner before it could afford relief to a comparatively small retail 
distributor such as Willmut. 

In conclusion it is not inappropriate to say that it would be difficult to con- 
ceive of a case in which the Commission could more appropriately exercise its 
regulatory authority than in the case at bar. For to allow United to trifle with 
the Commission’s jurisdiction in the manner attempted is to (1) permit it to 
circumvent the statutory scheme of regulation with the result that “the basic 
purpose of the Natural Gas Act fails of realization’ (Michigan Consolidated 
Gas Co. v. Panhandle Eastern Pipe Line Co., supra, 173 F. 2d at p. 789), and 
(2) ignore the rights of ultimate consumers whom the Act was designed to 
protect (Federal Power Commission v. Interstate Gas Co., 336 U. S. 577, 581). 
No natural-gas company may be permitted, by conduct such as is reflected in 
the record in this case, or by any other means, to nullify the “primary aim” of 
the statute “to protect consumers against exploitation at the hands of natural 
gas companies” (Federal Power Commission v. Hope Natural Gas Co., supra, 
320 U.S. at p. 610). 


FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and the briefs and arguments 
of counsel, as well as upon the preceding portion of this decision, it is further 
found and concluded that: 

(1) On December 8, 1948, Willmut and Hattiesburg filed a formal complaint 
against United which was designated by the Commission as docket No. G-1158. 
The complaint (a) alleged that the price at which United sells gas to Willmut 
is in and of itself unjust and unreasonable and, in addition, unduly discrimi- 
natory and preferential and (b) sought such appropriate relief as the Commission 
is authorized to grant under the provisions of the Natural Gas Act. A copy of 
the complaint was served on United on December 15, 1948, and its answer thereto, 
praying that the complaint be dismissed, was filed on January 10, 1949. 

(2) The Commission, acting upon the suggestion of Willmut and Hatties- 
burg, in which United concurred, consolidated the complaint proceeding in 
docket No. G-1158 with a general rate investigation of United instituted on the 
Commission’s own motion in docket No. G-1142. Thereafter the Commission 
consolidated the matters involved in docket Nos. G—1142 and G-—1158 with a 
show cause proceeding against United in docket No. G—1508. 

(3) By order dated April 15, 1952, the Commission on its own motion, and 
because “of the long pendency of these matters and the impracticability of 
setting these consolidated matters down for hearing now”, severed the com- 
plaint proceeding initiated by Willmut and Hattiesburg in docket No. G—1158 
from the proceedings in docket Nos. G—1142 and G—1508. Severance of the 
complaint proceeding from the general rate investigation of United, together 
with the absence of a cost of service study from the record in this proceeding, 
narrows the complaint to a “discrimination case” as distinguished from a 
“rate case.” 

(4) United is admittedly a “natural-gas company” within the meaning of the 
Natural Gas Act and is subject thereunder to regulation by the Commission. 

(5) Willmut is a retail distributor of natural gas wholly within the State 
of Mississippi. Since 1940 it has been almost entirely dependent upon United 
for its natural gas supply. 

(6) Hattiesburg is an incorporated municipality in the State of Mississippi 
and is the principal city served by Willmut. 
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(7) United sells natural gas to Willmut for distribution and resale (a) in 
several cities and towns, including Hattiesburg, Sanford, Seminary, Collins, Mt. 
Olive, Magee, D’Lo, Mendenhall and East Jackson, Miss., and (b) to various 
rural customers. 

(8) United delivers natural gas to Willmut for resale in East Jackson, 
Miss., by means of a pipeline referred to in this proceeding as the “Sterlington- 
Jackson line” which extends from United’s compressor station near Jackson, 
Miss., to Sterlington, La., where it connects with other interstate transmission 
lines owned and operated by United. Natural gas transported by the Sterling- 
ton-Jackson line is normally supplied from fields located in Louisiana and Texas. 

(9) Except for East Jackson, Miss., served by the Sterlington-Jackson line 
referred to in (8) above, United delivers natural gas to Willmut for resale 
to all the other cities and towns named in (7) above, and to various rural 
consumers, by means of a pipeline referred to in this proceeding as the “Jackson- 
Hattiesburg line’ which extends from a point adjacent to United’s Jackson 
compressor station to a point near Hattiesburg, Miss. 

(10) United’s sale of natural gas to Willmut, referred to in (7), (8), and 
(9) above, is a sale for resale in interstate commerce subject to regulation under 
the provisions of the Natural Gas Act. Such sale was made without contract 
from 1940 until August 20, 1943, when a contract between the parties became 
effective as United’s rate schedule F. P. C. No. 73, and Willmut continues to be 
served thereunder. 

(11) Upon application the Commission issued certificates of public con- 
venience and necessity for the Sterlington-Jackson and Jackson-Hattiesburg 
lines referred to in (8) and (9) above, such certificates being for both the “trans- 
portation” and “sale” of natural gas in interstate commerce. 

(12) In 1946 natural gas was discovered in the Gwinville field in Mississippi 
at a point approximately midway between Jackson and Hattiesburg. By means 
of a transmission line certificated by the Commission, the Gwinville field was 
tied into the Jackson-Hattiesburg line, referred to in (11) above, on January 8, 
1947, having previously been tied into United’s paralleling ‘“Jackson-Mobile 
line” on December 27, 1946. The Jackson-Mobile line extends from United’s 
Jackson, Miss., compressor station to Mobile, Ala., where it connects with 
other interstate transmission lines owned and operated by United, one of 
which extends eastward to Pensacola, Florida. 

(13) The Jackson-Mobile line referred to in (12) above is interconnected 
at points in Mississippi with the Sterlington-Jackson and Jackson-Hattiesburg 
lines referred to in (8) and (9) above, and is also interconnected at a point 
in Mississippi with a line owned and operated by United and referred to in 
this proceeding as the “Bogalusa 10-inch line’ which extends to a point in the 
vicinity of Bogalusa, La. 

(14) At the time the Gwinville field in Mississippi, referred to in (12) above, 
was tied into the Jackson-Hattiesburg and Jackson-Mobile lines, the Jackson- 
Hattiesburg line was interconnected with the three other interstate transmission 
lines referred to in (13) above: (a) the Jackson-Mobile parallel line at two 
points in addition to the Gwinville tap which remains closed for back-flow from 
the Jackson-Mobile line; (b) the Sterlington-Jackson line at two points; and (3) 
the 10-inch line extending to Bogalusa, La. 

(15) By means of the pipeline transmission network referred to in (12), (13), 
and (14) above, the natural gas resources of United, particularly in its Jack- 
son rate area, were combined and coordinately operated as an integrated and 
interconnected pipeline system serving Willmut, MPL (now Mississippi Valley 
























































WILLMUT GAS & OIL CO., ET AL. 419 


Gas Co.) and other customers in the Jackson district and elsewhere in United's 
Service area. j 

(16) The transmission pipelines comprising the transmission network re- 
ferred to in (15) above are subject to the jurisdiction of the Commission and 
are covered by certificates of public convenience issued by the Commission author- 
izing their use for both the “transportation” and “sale” of natural gas in inter- 
state commerce, such network being operated to transmit, coordinate and dis- 
tribute interstate gas in such manner and in such volume as to insure continuity 
of service, maximum economic stability and adequate pressure throughout that 
division of United's interstate system. 

(17) Immediately following the date on which the Gwinville field was tied 
into the Jackson-Hattiesburg line on January 8, 1947, and in violation of the 
abandonment provision (section 7 (b)) of the Natural Gas Act, United caused 
installations and disconnections to be made for the purpose of rendering impos- 
sible any flow of interstate gas into the Jackson-Hattiesburg line from the 
Sterlington-Jackson and the 10-inch Bogalusa lines referred to in (13) and (14) 
above, and severed the north end connection (at the Jackson compressor station) 
between the Jackson-Hattiesburg line and the Jackson-Mobile line, that dis- 
connection also being made without the Commission’s consent and in violation of 
section 7 (b). Such installations and disconnections were made by United with 
the intent and purpose of placing United’s sale to Willmut and other customers 
served by the Jackson-Hattiesburg line beyond the reach of Commission regula- 
tion under the Natural Gas Act. 

(18) The only interconnection presently existing between the Jackson-Hat- 
tiesburg line and United's transmission network in the Jackson rate area is the 
connection at the south end of the Jackson-Hattiesburg line (near Hattiesburg) 
with the Jackson-Mobile line. 

(19) While interstate gas flowed from the Jackson-Mobile line to the Jackson- 
Hattiesburg line on only seven occasions during the period from February 6, 1947, 
to April 22, 1952, at any time the pressure in the Jackson-Hattiesburg line drops 
below that of the Jackson-Mobile line, large volumes of interstate gas can and 
will automatically flow from the Jackson-Mobile line into the Jackson-Hatties- 
burg line. 

(20) The Jackson-Hattiesburg line continues to serve two essential func- 
tions in United’s coordinated system operations: (a) it provides a means by 
which continuous and adequate natural gas service is automatically assured at 
all delivery points on that line, and (b) it transports gas originating in the 
Gwinville field to the Jackson-Mobile line for further transportation to points 
of need on United's integrated system. 

(21) United’s sale to Willmut, insofar as made from the Jackson-Hattiesburg 
line, was not removed from the Commission’s jurisdiction by the unauthorized in- 
stallations and disconnection referred to in (17) above. Nor is the small amount 
of interstate gas which may flow from the Jacksonville-Mobile line into the 
Jackson-Hattiesburg line since February 6, 1947, a bar to Commission regulation 
of United’s sale to Willmut to the extent made from the Jackson-Hattiesburg line. 

(22) United’s operation on a rate area basis, rather than on an individual 
town border customer basis, and the Commission’s exercise of its regulatory 
authority on that basis, entitle Willmut to the same rates, terms and condi- 
tions granted by United to MPL (now Mississippi Valley Gas Co.), unless United 
discharges its burden of proof of making it affirmatively appear that substantial 
differences exist justifying the exclusion of MPL and its successor from the 
uniform rate applicable to all other town border customers in United’s Jackson 
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rate area. United made no such showing and the record is lacking in proof 
that substantial lawful circumstances exist justifying the existing difference 
in rates charged by United to Mississippi Valley Gas Co., as successor to MPL’s 
gas distribution business, under United’s F. P. C. rate schedule F. P. C. No. 95, 
as supplemented, and those charged Willmut under United's F. I. C. rate sched- 
ule No. 73. 

22) United sells and delivers natural gas to Willmut and to Mississippi 
Valley Gas Co. under the same or substantially the same conditions of service. 

(23) Rates and charges demanded, charged and collected by United from 
Mississippi Valley Gas Co. and its predecessor, MPL, were voluntarily established 
by United. 

(24) The lowest rate voluntarily made available by United to any town border 
customer within its established Jackson rate area is the rate available to each 
of its town border customers within that area. 

(25) Although Willmut is in the same class or classification as Mississippi 
Valley Gas Co. and its predecessor, United (a) has failed without lawful justi- 
fication to make natural gas available to Willmut at the same rates or charges 
voluntarily established and made available to Mississippi Valley Gas Co. and 
its predecessor; (b) is unlawfully subjecting Willmut to undue prejudice and 
disadvantage; and (c) is unlawfully granting undue preference and advantage 
to Mississippi Valley Gas Co.; and such practices by United are unjust, un- 
reasonable, unduly discriminatory and preferential, and unlawful, in violation 
of the provisions of the Natural Gas Act. 

(26) The Commission has no authority under the Natural Gas Act to award 
reparations as requested by Willmut. 

27) The Commission has no authority under the Natural Gas Act to make 
a finding as to the lawfulness of past rates charged by United to Willmut. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its rules of practice 
and procedure, that: 

(A) United’s motion to dismiss the complaint filed by Willmut and Ilatties- 
burg be and the same is hereby denied. 

(B) Within 30 days after the date of issuance of this order, United shall file 
rate schedules available for all sales by United to Willmut, such rate schedules 
to contain satisfactory rates and charges based on the rates and charges con- 
tained in United's rate schedule I’. P. C. No. 95, as supplemented, which became 
effective on July 26, 1947. 

Francis L. HALL, 
Presiding Examiner. 
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IN THE MATTER OF 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, DOCKET NOS. 
G-1277, G-1650; ATLANTIC SEABOARD CORPORATION, G-1621, G-1747; 
THE MANUFACTURERS LIGHT AND HEAT COMPANY, DOCKET NO. 
G-1633; UNITED FUEL GAS COMPANY, G-1800 


Upon Application for Certificates of Public Convenience and Necessity under 
Section 7 of the Natural Gas Act 


November 28, 1952* 
Syllabus 


Commission (1) authorizes the allocation of natural gas from Transco to its 
existing customers and to certain interveners both on a permanent and 
temporary firm basis; (2) denies the request of certain communities to have 
gas allocated to them; and (3) reserves for future determination the alloca- 
tion of additional gas which the company has available. P. 476. 


Richard J. Connor, Christopher T. Boland, Walter E. Gallagher and William 
L. Shea, of Gallagher, Osherman, Connor and Butler, James B. Henderson and 
Joseph W. Weiler for Transcontinental Gas Pipe Line Corp. 

Milton C. Baldridge, Brooks E. Smith, and B. J. Pettigrew for Atlantic Sea- 
board Corp. and United Fuel Gas Co. 

Milton C. Baldridge, Brooks E. Smith, and J. C. Peterson for The Manufac- 
turers Light and Heat Company. 

William L. Brunner and Robert W. Perdue for the staff of the Federal Power 
Commission. 


Simpson, Presiding Examiner: These consolidated proceedings involve, with 
respect to docket No. G—1277, (1) a petition filed by Transcontinental on February 
19, 1952 for amendment of Commission’s orders issuing certificates of publie 
convenience and necessity, whereby Transcontinental seeks authority to dispose 
of 64,000 M. c. f. of natural gas per day available on its system on a permanent 
basis by increasing presently authorized daily deliveries to 11 of its existing 
contract customers located in its rate zone 2, and (2) separate requests by 
numerous interveners, including the 11, above, for allocations of natural gas 
herein which, except for a few instances, if granted, would modify the disposi- 
tion of the 64,000 M. c. f. available proposed by Transcontinental. 

The consolidated proceedings also involve applications for certificates of public 
convenience filed by Transcontinental (G—1650), by Seaboard (G—1621, G—1747), 
by Manufacturers (G-1633), and by United Fuel (G—1800), relating to the 
exchange of natural gas between Transcontinental and subsidiaries of the Co- 
lumbia Gas System, to facilities used in connection therewith, and in certain 
instances to redelivery of natural gas by Seaboard to subsidiaries of the Columbia 
System. 

Pursuant to Commission orders consolidating proceedings and setting date of 
hearing, the foregoing matters came on for hearing commencing March 24, 1952, 
and concluding on May 23,1952. The record consists of 4,740 pages of transcript, 
201 exhibits, and 83 items incorporated by reference. In manner duly provided, 
82 initial briefs and 22 reply briefs were filed by the various participants to 
these proceedings. 


*Initial decision modified and adopted as so modified on December 11, 1953, by order 
of the Commission, infra, p. 480. 
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HISTORY OF THE PROCEEDINGS 


The Commission's orders centered November 4, 1950 and December 6, 1951.— 
On November 4, 1950, 9 F. P. C. 271, the Commission entered an order in G-1277 
authorizing Transcontinental to construct and operate certain facilities required 
for natural-gas service to New England upon the condition that Transcontinental 
should deliver and sell to Northeastern not in excess of 64,000 M. c. f. daily for 
distribution in the New England area. 

Subsequently, on or about November 23, 1951, Transcontinental advised the 
Commission that it had terminated its contract with Northeastern providing 
for delivery of the 64,000 M. c. f. authorized. 

The Commission, by order dated December 6, 1951, finding that the public 
interest so required, reopened the proceedings in G-1277, stating, in effect, that 
the purpose of such reopening was to determine (1) whether Transcontinental’s 
certificate in G-1277 should be modified to provide for the sale and delivery of 
64,000 M. c. f. to specified customers on a permanent basis, (2) whether such 
volume of gas should be disposed of by order on a temporary basis, or (3) whether 
some other plan should be devised for the utilization of the 64,000 M. c. f. which 
may be available. 

Previously, on February 26, 1951, Seaboard filed an application for a certificate 
of public convenience and necessity under section 7 (c) of the act (G-1621), to 
authorize the construction and operation on a permanent basis of a measuring 
station at each of two interconnections (Rockville and Ellicott City, Md., respec- 
tively) between its natural-gas transmission pipe line and that of Transcon- 
tinental and to authorize the delivery of natural gas to Transcontinental at such 
locations under an exchange arrangement. (This application was amended De- 
cember 29, 1951, to seek authorization for Seaboard to receive from and deliver 
to Transcontinental natural gas for the account of United Fuel, on and after 
May 17, 1951, at the same points of interconnection, and from time to time to 
redeliver part or all of the gas so received from Transcontinental to United 
Fuel.) On July 16, 1951, Seaboard filed an application for a certificate of public 
convenience and necessity (G—1747) to authorize the delivery of exchange natural 
gas to Pittsburgh and West Virginia Gas Co. under a filed rate schedule for the 
period commencing February 24, 1951.2. (By amendment filed December 29, 1951, 
Seaboard requests that a certificate be issued in this docket for the period from 
February 23, 1951, to May 17, 1951, as of which latter date United Fuel assumed 
the obligation of receiving from Transcontinental all natural gas which Trans- 
continental has available and the sale or delivery of a portion thereof to Pitts- 
burgh and West Virginia Gas Co.) 

On March 9, 1951, Manufacturers filed an application (G—1633), for a section 
7 (ec) certificate authorizing deliveries of natural gas to Transcontinental 
(Chester County, Pa.) under an exchange agreement.* On May 8, 1951, Manu- 
facturers filed an amendment to the application seeking authorization for the 
acquisition from Transcontinental and operation of facilities installed at the 
interconnection consisting of 170 feet of 8-inch pipe, a meter station, and measur- 
ing equipment. 


* The order also severed G-1277 from other dockets with which it had been previously 
consolidated. 

* Seaboard, not having direct connection of facilities with Pittsburgh and West Virginia 
Gas Co., requested United Fuel to make the actual delivery for the account of Seaboard. 

*The application also states that in the event the Commission determines that a 
certificate is required for the installation and operation of a connection and gate valve 


already in place, it requests that a certificate be granted authorizing such construction 
and operation. 
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On April 3, 1951, Transcontinental filed an application (G—1650), seeking au- 
thority to exchange gas with Manufacturers under an agreement dated March 
5, 1951 and with Seaboard under an agreement dated February 23, 1951, each 
for a period of 60 days from the date of initial delivery. On May 7, 1951, Trans- 
continental filed a further application (G—-1650) seeking authority to exchange 
gas with Manufacturers and with Seaboard under separate agreements dated 
May 5, 1951. 

In its supplement filed June 8, 1951, and in connection with these transactions, 
Transcontinental applies for a certificate of public convenience and necessity for 
the construction and operation of a valve and nipple at each point of exchange, or, 
in the alternate, for a disclaimer of jurisdiction. 

In its supplement filed September 11, 1951, Transcontinental seeks, as of and 
after May 17, 1951, authority to exchange natural gas with United Fuel instead 
of Seaboard, making physical delivery to Seaboard for the account of United Fuel. 

In its supplement filed June 8, 1951, Transcontinental also seeks permission to 
abandon by sale to Manufacturers certain facilities located at the interconnection 
between Transcontinental and Manufacturers consisting of approximately 170 
feet of 8-inch pipe, together with meter station and facilities appurtenant thereto. 

On October 2, 1951, United Fuel filed an application (G—1800) for a certificate 
authorizing it to deliver natural gas to Transcontinental under an exchange 
agreement effective May 17, 1951. 

In its order dated December 6, 1951, supra, the Commission found that the 
foregoing applications involved similar or related issues and that orderly pro- 
cedure required that the several dockets (G—1277,-1621, —1633, —1650, —-1747, and 
-1800) be consolidated for the purposes of hearing, and so ordered.* 

Petitions for the disposal of 64,000 M. c. f. daily, the order of February 26, 
1952, and others.—February 19, 1952, Transcontinental filed a petition (G—1277) 
by which it requested the Commission to amend prior orders issuing certificates 
(order dated April 28, 1950, 9 F. P. C. 58, and the order dated November 4, 1950, 
9 F. P. C. 271 (G-—1277) by rescinding the authority granted Transcontinental 
to sell and deliver 64,000 M. ec. f. of natural gas to Northeastern and to construct 
facilities required therefor, and by relieving Transcontinental of any obligation 
in such matters. Transcontinental further requested that it be authorized to 
sell and deliver 64,000 M. ec. f. of natural gas on a permanent basis to eleven 
of its present contract customers in its rate zone 2. 

By order dated February 26, 1952, the Commission reopened proceedings in 
G-1277 on this petition and, for purposes of hearing, consclidated this matter 


On June 15, 1951, Transcontinental filed an application (G-1713) for a certificate 
authorizing the sale and delivery of natural gas to Seaboard and Manufacturers pursuant 
to a rate schedule (S—2) on file with the Commission through existing facilities inter- 
connecting its pipe-line system with that of Seaboard at Rockville and Ellicott City, Md., 
respectively, and with the system of Manufacturers in Chester County, Pa. Transcon- 
tinental amended this application by supplement filed on October 8, 1951, to substitute 
United Fuel for Seaboard as the purchaser of the gas. This proceeding was consolidated 
by the Commission's order dated December 6, 1951, but on April 23, 1952, Transcontinental 
filed a motion for permission to withdraw its application in this docket, and by order 
dated July 8, 1952, the withdrawal was permitted. Also, on June 26, 1951, Rockland filed 
an application (G—1728) in part for an order pursuant to section 7 (a) of the act directing 
Transcontinental to establish physical connection with applicant’s proposed additional 
facilities and to furnish Rockland a supply of natural gas, and in part for a certificate 
authorizing the construction and operation of such proposed facilities. This application 
was later consolidated by order dated December 19, 1951, but on March 21, 1952, Rockland 
filed a request to withdraw, without prejudice, which became effective April 20, 1952, 
pursuant to section 1.11 (d) of the Commission's rules of practice and procedure (18 
Cc. F. R. 1.11 (d)). 
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with the proceedings in G-1621, -1633, -1650, -1747, and -1800.° Further, the 
Commission’s order dated February 26, 1952, amended the previous order dated 
December 6, 1951, by eliminating the purposes of hearing there stated, substituting 
therefor the following: ° 

* * * the purpose of determining whether the order issued November 8, 
1950, accompanying opinion No. 202, 9 F. P. C. 271, issuing a certificate of 
public convenience and necessity to Transcontinental be modified so as to: 

(A) Revoke the authority granted to Transcontinental “to construct and 
operate the facilities required for natural-gas service to New England applied 
for in that portion of docket No. G-1277 not covered by our opinion No. 191, 
9 F. P. C. 32, issued April 28, 1950”; and revoke the term and condition 
thereto that Transcontinental “shall deliver and sell to Northeastern not 
in excess of 64,000 M. c. f. of natural gas per day.” 

(B) Authorize and require Transcontinental to sell and deliver the said 
64,000 M. c. f. of natural gas per day, on a permanent basis, (1) to present 
customers of Transcontinental specified in its “Petition for amendment of 
orders issuing certificates of public convenience and necessity” filed February 
19, 1952, * * *, or (2) to such companies or municipalities, or both, as the 
public convenience and necessity may require. (Omissions supplied.) 

































































On March 31, 1952, while the hearing in these proceedings was in progress, 
Transcontinental filed a second petition to amend temporarily the order dated 
April 28, 1950, 9 F. P. C. 58, proposing that, pending final decision in the con- 
solidated dockets, it be immediately authorized to sell and deliver certain specified 
additional quantities of natural gas to Consolidated Edison (N. Y.), Brooklyn 
Union, Long Island, Public Service (N. J.), and Philadelphia Electric, totaling 
55,000 M. c. f. daily. By order dated April 10, 1952, this petition was also con- 
solidated with matters previously consolidated, supra, and then in course of 
hearing. 





























The Commission, thereafter, by order dated May 1, 1952, severed the pro- 
ceeding relating to Transcontinental’s second petition to amend temporarily, 
ordered the omission of intermediate decision procedure, and amended the author- 
ization theretofore issued Transcontinental to permit the latter to sell and 
deliver, upon certain terms and conditions, the additional amounts proposed by 
Transcontinental to Consolidated Edison (N. Y.), Long Island, Public Service 
(N. J.), and Philadelphia Electric, totaling 39,000 M. ec. f., for a period up to 
and including May 15, 1952, by subsequent order, extended up to and including 
May 26, 1952, with the proviso that such authorization should terminate at 
such earlier date as sales and deliveries begin pursuant to the temporary cer- 
tificate issued May 15, 1952, in docket No. G-1955. 

The Commission, also, by order dated May 20, 1952, among other things, severed 
that portion of the record in the consolidated proceedings relating to the issues 

















































5 As of this time Transcontinental’s application in G-1713 and Rockland’s application 
in G-1728 were also in the consolidation, not having yet been severally withdrawn. 

* January 2, 1952, Transcontinental had filed a petition in G-1277 for temporary amend- 
ment of the Commission’s order dated April 28, 1950, supra, issuing a certificate to author- 
ize Transcontinental, pending final order issued in the reopened proceedings, to make 
specified daily deliveries to 5 certain utilities in excess of the deliveries authorized in the 
order of April 28, 1950, the remainder of the 64,000 M. c. f. (18,000 M. ec. f.) to be deliv- 
ered to subsidiaries of the Columbia Gas System in accordance with existing exchange 
agreements between Transcontinental and such subsidiaries. By order dated January 9, 
1952, this petition was consolidated with the proceedings in the other dockets previously 
consolidated and then awaiting hearing. On February 20, 1952, Transcontinental requested, 
by telegram, permission to withdraw its petition to temporarily amend, and the order 
dated February 26, 1952, granted such permission. 
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set forth under paragraph (A), supra, of its order dated February 26, 1952, for 
purpose of disposing thereof, and by order dated June 17, 1952, under the con- 
ditions there stated, amended its order dated November 4, 1950, accompanying 
opinion No. 202, supra, 9 F. P. C. 271, by revoking the authority therein granted 
to Transcontinental to construct and operate facilities required for natural-gas 
service to New England, and the term and condition therein contained that 
Transcontinental sell and deliver therefor not in excess of 64,000 M. c. f. of 
natural gas per day. 

With respect to docket G—1277, there remains for consideration in these con- 
solidated proceedings the question stated in paragraph (B) of the Commission’s 
order dated February 26, 1952, whether the Commission’s order issued November 
8, 1950, accompanying opinion No. 202, should be modified so as to authorize and 
require Transcontinental to sell and deliver the 64,000 M. c.-f. of natural gas 
per day now available on a permanent basis to present customers or to such com- 
panies or municipalities as the public convenience and necessity may require. 

Transcontinental, by its petition, has proposed to allocate the 64,000 M. c. f. of 
natural gas available to 11 of its existing customers. Thirty-five other inter- 
veners, actively participating in these proceedings, also seek to obtain alloca- 
tions, in various amounts, out of the 64,000 M. c. f. available. 

Proposed and requested allocations total more than two and a half times the 
64,000 M. c. f. of natural gas now available.’ 


THE ISSUES 
G-1277 
In connection with Transcontinental’s proposal to allocate 64,000 M. c. f. of 
natural gas per day to certain of its zone 2 contract customers, the Commission’s 
order dated February 26, 1952, reopened the proceedings in G—1277 for the pur- 
pose of determining whether its order issued November 8, 1950, issuing a cer- 
tificate of public convenience and necessity to Transcontinental should be modi- 


fied so as to: 


Authorize and require Transcontinental to sell and deliver * * * 64,000 
M. c. f. of natural gas per day, on a permanent basis, (1) to present cus- 
tomers of Transcontinental as specified in its “Petition for amendent of 
orders issuing certificates of public convenience and necessity” filed February 
19, 1952, * * * or (2) to such companies or municipalities, or both, as the 
public convenience and necessity may require.® 


It is requisite that findings and conclusions made with respect to the de- 
termination required by the foregoing provisions of the Commission’s order of 
February 26, 1952, be also co-extensive and consistent with the applicable pro- 
visions of section 7 (e) of the act.” 





™ Using “minimum” estimates of requirements for 15 interveners who would become new 
customers of Transcontinental. 

® Finding 3 (B) of the Commission's order dated February 26, 1952, and appropriate 
paragraphs of the ordering clauses. Finding 3 (A), which related to the matter of revo- 
cation of authority to deliver natural gas to Northeastern, is no longer directly pertinent 
to the part of these proceedings which remain for decision. 

*Thus, “(e) * * * a certificate shall be issued to any qualified applicant therefor, 
authorizing the whole or any part of the operation, sale, service, construction, extension, 
or acquisition covered by the application, if it is found that the applicant is able and willing 
properly to do the acts and to perform the service proposed and to conform to the pro- 
visions of the act and the requirements, rules, and regulations of the Commission there- 
under, and that the proposed service, sale, operation, construction, extension, or acquisition, 
to the extent authorized by the certificate, is or will be required by the present or future 
public convenience and necessity ; otherwise such application shall be denied.” 
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In considering the requests for allocations of natural gas by interveners for 
whom Transcontinental makes no provision in its proposed disposition of the 
64,000 M. c. f. available, further issues are defined by other provisions of section 
7 (e) of the act.” 

With respect to the question as to whether a natural-gas company may be 
required to serve areas adjacent to its main transmission pipeline which seek 
natural-gas service for the first time before rendering additional natural-gas 
service to areas presently served, the decision of the Commission Jn the Matters 
of Texas Eastern Transmission Corp., et al., 8 F. P. C. 139, 163," is deemed con- 
trolling, and to hold, in effect, that the preference of existing customers over 
others, without due consideration of the inherent relative merits of the applica- 
tions, would be contrary to the public interest and in conflict with provisions of 
section 4 (b) of the act.” 


G-1650 


With respect to the authority sought for the present and future exchange of 
natural gas between Transcontinental and Manufacturers and between Trans- 
continental and United Fuel, and for the operation of facilities by Transconti- 
nental in connection therewith, respectively, the issues are those defined by the 
provisions of section 7 (e) of the act, and concern principally the question of 
public convenience and necessity : with respect to the permission sought by Trans- 
continental for the abandonment of facilities by transfer to Manufacturers the 
issues are those defined by the provisions of section 7 (b) of the act, and concern 
also principally the question of public convenience and necessity. 

The initial issue relating to retroactive authority sought by Transcontinental 
for the exchange of natural gas with Seaboard (February 23, 1951, to May 17, 
1951) and with United Fuel (on and after May 17, 1951) is that of statutory 
authority. 


G-1621, G—-1633 


With respect to the applications by Seaboard and Manufacturers, respectively, 
to continue operation of interconnecting facilities in one instance (G-—1621), to 
acquire in part and operate such facilities in the other (G—1633), and to exchange 
gas with Transcontinental in each, the issues are those defined by the provisions 
of section 7 (e) of the act (supra) ; and relate principally to the issues of public 
convenience and necessity ; while with respect to the retroactive features of the 


application in docket G—1621 there is implicit first the issue of statutory authority. 
G-1747 


With respect to the application by Seaboard for retroactive authorization for 
deliveries made to Pittsburgh and West Virginia Gas Co., the issues consist 


10 Section 7 (e) continued, provides: “The Commission shall have the power to attach 
to the issuance of the certificate and to the exercise of rights granted thereunder such 
reasonable terms and conditions as the public convenience and necessity may require.” 

1 Decided February 17, 1949. 

12 Section 4 (b) of the act provides: “No natural-gas company shall, with respect to 
any transportation or sale of natural gas subject to the jurisdiction of the Commission, 
(1) make or grant any undue preference or advantage to any person or subject any person 
to any undue prejudice or disadvantage, or (2) maintain any unreasonable difference in 
rates, charges, service, facilities, or in any other respect, either as between localities or as 
between classes of service.” 

18 (b) No natural-gas company shall abandon all or any portion of its facilities subject 
to the jurisdiction of the Commission, or any service rendered by means of such facilities, 
without the permission and approval of the Commission first had and obtained, after due 
hearing, and a finding by the Commission that the available supply of natural gas is 
depleted to the extent that the continuance of service is unwarranted, or that the present 
or future public convenience or necessity permit such abandonment. 
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first of the issue of statutory authority and, if that be determined favorably to the 
applicant, then the issues are those defined by the provisions of section 7 (e) of the 
act, supra, i. e., principally public convenience and necessity. 


G-—1800 


With respect to the application of United Fuel to exchange natural gas with 
Transcontinental through the facilities of Seaboard, the issues consist of those 
defined by the provisions of section 7 (e) of the act, supra, and concern principally 
the question of public convenience and necessity. 

In connection with the issues defined by the provisions of section 7 (e) of 
the act the following questions must be decided : 

(1) Is the respective applicant a qualified applicant within the meaning of the 
act; 

(2) Is the respective applicant able and willing properly to do the acts and 
to perform the service proposed and to conform to the provisions of the act and 
the requirements, rules, and regulations of the Commission thereunder ; 

(3) Is (or will) the proposed service, sale, operation, construction, extension, 
or acquisition, to the extent authorized by the certificate, (be) required by 
the present or future public convenience and necessity ? 


THE FACTS IN EVIDENCE 
Jurisdiction 


Notice is taken of the fact that the petitioner Transcontinental, and the 
applicants, Manufacturers, Seaboard, and United Fuel, have been found by the 
Commission in prior proceedings before it, to be natural-gas companies within 
the meaning of the act and subject to its jurisdiction.“ 

The transportation and sales of natural gas involved in the disposition of 
available natural gas proposed by Transcontinental in this proceeding, and that 
would be irivolved in any allocation of such natural gas pursuant to requests 
by intervenors herein, in each instance would be transportation and sale of 
natural gas subject to the jurisdiction of the Commission, and therefore subject 
to the requirements of subsections (c) and (e) of section 7 of the act. 

The exchange of natural gas by and between Transcontinental and Manu- 
facturers, Transcontinental and Seaboard, and Transcontinental and United 
Fuel, for which authorization is sought in these proceedings, involves (1) 
the transportation and sale of natural gas, subject to the jurisdiction of the 
Commission, and (2) the operation of facilities therefor; and such acts and 
operations are subject to the requirements of subsections (c) and (e) of section 
7 of the act.* 

The facilities which Transcontinental proposes to abandon to Manufacturers 
and which Manufacturers proposes to acquire from Transcontinental are facili- 
ties used in the transportation and sale of natural gas subject to the jurisdiction 
of the Commission, and the proposed abandonment and acquisition thereof are 
subject to the requirements of section 7 (b) and section 7 (c) and (e), 
respectively, of the act. 


44 Jn the Matter of Transcontinental Gas Pipe Line Corp. (G-1277), F. P. C. opinions 
Nos. 191 and 202; In the Matter of Manufacturers Light € Heat Co. (G—1247) 8 F. P. C. 
426, 442; In the Matter of Atlantic Seaboard Corp. (G—1175, 1384) F. P. C. opinion No. 
225,11 F. P. C. 43; In the Matter of United Fuel Gas Co. (G—134 et al.) 5 F. P. C. 279, 310. 

%5 So as to the redelivery of natural gas by Seaboard to other subsidiaries of the Columbia 
System. 
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Docket No. G—1277 


Ezisting customers to whom allocations are proposed by Transcontinental; United 
States Steel Co., and Delaware Power & Light Co. 


Consolidated Edison Co. of New York, Inc.—Consolidated Edison requests an 
additional 30,000 M. ¢. f. with which it proposes to complete conversion of the 
Third Ward of Queens, New York City, from mixed-gas service (537 B. t. u.) to 
straight natural gas (1,000 B. t. u.). After this conversion there would still 
remain, on mixed gas service, the intervener’s Bronx, Manhattan, and First 
Ward areas. 

On the day of maximum send-out for the 1951-52 season (15° F.) Consolidated 
Edison had total requirements of 350,779 M. c. f. of mixed gas equivalent. It 
estimates that at 0° F. this send-out would have been 435,000 M. ec. f. The 
lowest temperature experienced on the system during the past 5 years on day 
of maximum send-out has been 11° F. For the season 1952-53 (0° F.) the 
intervener estimates a send-out of mixed gas equivalent of 465,000 M. ec. f., 
and for the season 1953-54 (0° F.) 495,000 M. c. f. To a large degree the 
increases involved in the foregoing estimates are attributable to space heating 
and the use of gas by public housing developments. 

With the allocation proposed by Transcontinental (19,000 M. ec. f.), Con- 
solidated Edison estimates that it would peak shave by 35 percent. Without 
an allocation of natural gas, Consolidated Edison estimates that it would peak 
shave by 48 percent (0° F.) during the season 1953-54, that additional plant 
costs would add some 75 cents per year to the cost of gas to each customer, 
and that, in addition, there would be lost the benefit of savings in production 
costs in a somewhat larger amount. Any allocation of natural gas that could 
reasonably be made in this proceeding would, however, provide an inadequate 
margin for future growth. 

On due consideration of the evidence of record it is found and concluded that 
public convenience and necessity require that an allocation of 12,552 M. ec. f. 
of natural gas per day be made to this intervener in this proceeding. 

Brooklyn Borough Gas Co.—Brooklyn Borough has a contract demand agree- 
ment with Transcontinental under which it is entitled to 9,000 M. ec. f. daily. 
It has gas making sets converted to the production of high B. t. u. oil gas for 
peak shaving and standby emergency, with a capability of approximately 11,000 
M. c. f. per day with all major units in service. It has relief holders with 
a rated capacity of 850 M. ec. f. and storage holders with a rated capacity 
totalling 12,000 M. c. f. It seeks here an additional 1,000 M. c. f. per day to 
meet 1952-53 requirements, but states it will also need gas additional to such 
amount to meet customer requirements in 1953. On December 17, 1951, Brooklyn 
Borough experienced a peak day send-out of 9,847 M. c. f. (1,040 B. t. u.) at an 
average temperature of 17° F., of which 847 M. ¢c. f. was high B. t. u. oil gas. 
At 10° F. the company estimates the peak day send-out for the season 1951-52 
would have been 10,600 M. c. f. and will be 12,300 M. c. f. during 1952-53. Only 
twice during the period 1942-51 has the average daily temperature been below 
10° F. and only three times below 16° F. With an additional 1,000 M. ec. f. 
per day the average ultimate consumer would have the benefit of an estimated 
savings in his annual bill of less than 48 cents in 1953.” 

On the assumption that one-third of holder capacity is available for peak 
shaving, the intervener has available in natural gas, high B. t. u. oil gas produc- 
tion, and storage approximately 34,000 M. c. f. which is much in excess of peak 
day requirements even as late as 1955-56. 


16 There would be no saving in 1952. 
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On due consideration of the evidence of record it is found and concluded that 
public convenience and necessity do not require that an allocation of natural gas 
be made to this intervener in this proceeding. 

Brooklyn Union Gas Co. (The).—Brooklyn Union estimates peak day send-out 
(0° F.) of 154,000 M. c. f. for the winter of 1952-53 and of 174,000 M. ec. f. for 
the winter of 1953-54. Against such requirements Brooklyn Union has a contract 
quantity of 70,000 M. c. f. available from Transcontinental and 101,000 M. c. f. 
of oil gas capacity for peak shaving and standby purposes, though characteristics 
of oil gas limit its use to 50 percent of total send-out. LP gas is also available 
at the rate of 14,000 M. c. f. per day for 4 consecutive days, and refinery gas is 
available to the amount of approximately 4,000 M. c. f. per day. With a contract 
demand of 70,000 M. c. f., peak shaving would amount to 55 percent of estimated 
peak day send-out in 1952-53 and 60 percent in 1953-54. With the contract 
demand increased to 86,000 M. ec. f., as proposed by Transcontinental, peak 
shaving would be reduced to 44 percent of such send-out in 1952-53, and to 50 
percent in 1953-54. 

It is estimated that during 1952-53 daily send-out will exceed 70,000 M. ec. f. 
on 160 days, and 86,000 M. ce. f. on 89 days, and that during the winter 1953-54 
will exceed 70,000 M. c. f. on 176 days, and 186,000 M. ec. f. on 123 days, and 
that increase in the contract demand from 70,000 M. c. f. to 86,000 M. c. f. would 
reduce production expenses by $1,018,000 during 1953. 

Although househeating saturation in the area served by this intervener is 
not expected to exceed 10 percent through 1957, residential heating constitutes 
the major portion of the increases in the foregoing estimated requirements. 

The evidence of record is that the zero-degree day condition, assumed on the 
basis of estimating peak day send-outs, occurs on the average of every 8 or 10 
years, and that during the years 1948-51 the average temperatures on the days 
of maximum send-out did not drop below 8° F. 

On due consideration of the evidence of record it is found and concluded that 
public convenience and necessity require that an allocation of 10,500 M. ec. f. 
of natural gas per day be made to this intervener in this proceeding. 

Kings County Lighting Co.—Kings County receives a2 maximum daily contract 
delivery of 9,000 M. c. f. from Transcontinental. The company serves approxi- 
mately 120,000 predominantly residential customers with straight 1,030 B. t. u. 
natural gas, and seeks an additional 500 M. ec. f. to meet alleged day-to-day 
winter send-out under “normal” winter conditions. 

The company has high B. t. u. oil gas sets with total daily capacity of 12,000 
M. ec. f. and effective holder capacity of 11,000 M. ec. f. for use in peak shaving. 
On the basis of its present contract demand of 9,000 M. c. f., high B. t. u. inter- 
changeable oil-gas production of 11,000 M. ec. f., and 4,000 M. c. f. from holders, 
the company can carry at present peaks of at least 18,000 M. c. f. On the basis 
of a reasonable expectancy of 15° F. average mean temperature, estimated maxi- 
mum day loads for the future vary from 12,000 M. c. f. for 1952 to 12,800 M. ec. f. 
for 1956. 

The difference in cost brought about by the additional production of oil gas 
through the period to 1956 would range up to $50,000 annually, or less than 50 
cents a year per customer. 

On due consideration of the evidence of record it is found and concluded that 
public convenience and necessity do not require that an allocation of natural 
gas be made to this intervener in this proceeding. 

Long Island Lighting Co—Long Island seeks-an allocation of 5,000 M. ec. f. 
in these proceedings as compared with an allocation of 1,500 M. c. f. proposed 
by Transcontinental. It already receives 35,000 M. c. f. of natural gas per day 
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from Transcontinental and serves 537 B. t. u. gas in a territory covering Nassau 
and Suffolk Counties and the Fifth Ward of the Borough of Queens. 

To avoid the necessity of enlarging its main transmission and distribution 
systems, and the installation of additional 537 B. t. u. generating capacity, the 
company proposes to convert all but the western part of its gas service territory 
to 1,000 B. t. u. gas in 1952, and, if an additional connection with the facilities 
of Brooklyn Union should become available, the rest of its territory in 1953 or 
1954, whether it receives additional natural gas or not. 

On the basis of the average coldest days of the past 25 years (13° F.) with 
average wind conditions, the company estimates peak day sendouts (537 B. t. u. 
gas) of 69,000 M. c. f. during 1952-53, 79,000 M. c. f. during 1953-54,” and 88,000 
M. c. f. during 1954-55. Estimated requirements for 1952-53 and 1953-54 would 
be supplied from present sources of reformed natural gas, oil gas, and natural 
gas, while the requirement estimated for 1954-55 would be met by oil gas up 
to 23,000 M. ec. f. produced from converted plants, and natural gas equivalent 
up to 65,000 M. ec. f. without an additional allocation of natural gas.” 

With its existing allocation of 35,000 M. ec. f., Long Island would under 
average winter conditions peak shave less than 5 days in 1952-53, and approxi- 
mately 25 days in 1953-54. With an additional allocation of 1,500 M. c. f., as 
proposed by Transcontinental, Long Island would anticipate peak shaving 2 
days in 1952-58. With the allocation which it requests of 5,000 M. c. f. under 
the same conditions, the company would not peak shave in 1952-53, but would 
expect to peak shave 3 days in 1953-54. 

Further, of the total estimated increase in system send-out between 1952-5 
and 1955-56 of 28,000 M. c. f. (537 B. t. u.) approximately 87 percent is attrib- 
utable to an estimated increase for space heating. 

On due consideration of the evidence of record in this proceeding it is found 
and concluded that public convenience and necessity do not require that an 
allocation of natural gas be made to this intervener in this proceeding. 

Public Service Electric and Gas Co.—Public Service distributes a mixed 525 
B. t. u. gas and obtains (1952-53) 70,000 M. c. f. of its natural gas supply from 
Transcontinental and 33,300 M. c. f. thereof from Texas Eastern Transmission 
Corp.” The intervener requests an allocation of 24,000 M. c. f. of natural gas 
in these proceedings. 

Send-outs of a 650 B. t. u. gas on future peak days (0° F. mean temperature) 
are estimated to be 404,900 M. c. f. for 1953, 443,100 M. ec. f. for 1954, and 478,900 
M. c. f. in 1955. Assuming no increase in the allocation of natural gas to the 
intervener, in these proceedings, these requirements would be met by using 
peak shaving quantities varying from approximately 53 percent (1952-53) to 55 
percent (1954-55). With an allocation of 8,000 M. c. f. more of natural gas, 
as proposed by Transcontinental in these proceedings, these percentages drop 
to 47 percent and 52 percent, respectively. 

If the intervener received no allocation of natural gas in this proceeding, it 
estimates that production plant and storage expenditures would increase some 
$510,000 during the next 3 years (1953-55) over those required if it received an 
allocation in the amount proposed by Transcontinental of 8,000 M. ec. f., or 

some $1,230,000 over expenditures required if it received the allocation of 24,000 





170n the basis of an average 24-hour temperature of zero degrees with high wind, the 
send-out is estimated to be 82,000 M. c. f. in 1952-53 and 95,000 M. c. f. in 1953-54. In 
the past 25 years the compiuny has experienced a 0° F. day once (1943), a 2° day twice. 
Between 1946 and 1951 the lowest temperature experienced was an average of 12° F. 

48 35,000 M. c. f. is equivalent to 65,000 M. c. f. of 537 B. t. u. gas. 


2° Increasing to 50,000 M. c. f. from Texas Eastern by the season of 1955-56. 
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M. c. f. which it seeks in these proceedings. The average annual increase per 
customer in the cost of mixed gas production and other production expenses 
(principally related to storage) if no allocation of natural gas is made as com- 
pared with the effect of an allocation in the amount proposed by Transconti- 
nental (8,000 M. ec. f.) is approximately 27 cents in 1953, 40 cents in 1954 and 
46 cents in 1955, or approximately 59 cents in 1953, 95 cents in 1954, and $1.08 
in 1955 as compared with such costs if the allocation of 24,000 M. c. f. sought 
by the intervener were made. 

Similarly, the annual increase in the cost of gas to the average consumer, 
arising from the application of a raw materials clause in the intervener’s rate 
schedules, if no allocation of natural gas is made as compared with the effect 
of an allocation in the amount proposed by Transcontinental (8,000 M. c. f.), 
would be on the order of 18 cents in 1953 and 1954, and 24 cents in 1955, or 40 
cents in 1953 to 57 cents in 1955 over such costs if the allocation of 24,000 M. c. f. 
were made. 

It appears, therefore, that the effect of the increase in plant expenditures 
in production expenses, and the cost of raw materials on the annual bill of the 
average customer of the approximately 1 million served by the intervener, 
would be of relatively minor proportions. 

Further, although the saturation of building heating customers is estimated 
to increase from 5.8 percent of total customers in 1951 to 10.5 percent in 1955, it 
may be noted that 84 percent of the estimated increase in maximum day send- 
outs during the same period is represented by an increase in estimated range 
heating (tenement) and building heating requirements. 

On consideration of all of the evidence of record relating to the requirements 
of this intervener and those of others in this proceeding, it is found and 
concluded that public convenience and necessity do not require that an alloca- 
tion of natural gas be made to this intervener in this proceeding. 

Elizabethtown Consolidated Gas Co.—Elizabethtown is receiving 14,000 M. c. f. 
per day from Transcontinental and is presently authorized to receive an addi- 
tional 1,000 M. c. f. in January 1953. The Company has high B. t. u. oil gas 
manufacturing facilities for standby and peak shaving purposes capable of pro- 
ducing approximately 18,000 M. ec. f. of high B. t. u. oil gas per day. Storage 
capacity is approximately 20,000 M. c. f. 

Transcontinental proposes to allocate an additional 1,500 M. c. f. per day 
to Elizabethtown, whereas the Company seeks an additional 6,000 M. c. f. of 
natural gas per day. 

On the basis of a peak day of 15° F. mean temperature, the Company estimates 
send-outs of 20,350 M. c. f. for 1952-53, 26,060 M. c. f. for 1953-54, and 27,950 
M. ec. f. for 1954-55. It proposes to meet such requirements by using 17,000 
M. c. f. of natural gas in 1952-53, and 21,000 M. c. f. in both 1953-54, and 1954-55, 
and oil gas for the remainder. 

While with 15,000 M. c. f. of natural gas from Transcontinental, natural gas 
from storage and oil gas, the Company could meet the estimated send-out for 
1954-55 of 27,950 M. ec. f., the Company considers its high B. t. u. oil-gas 

“apacity and its storage capacity as provision against a break in the pipeline, 
and opposes such a method of meeting requirements. However, it is to be noted 
that the Company has presently converted only 3 of its 6 water gas sets to oil-gas 
manufacture, and by conversion of some or all of the remainder, which is 
expected in the future, the Company would have up to 15,000 M. ec. f. additional 
oil-gas capacity. Be that as it may, it would appear that the Company could 
use 7,500 M. c. f. of oil-gas without drawing upon storage or affecting possible 
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necessary standby operations, * and on this basis appears to require no additional 
allocation in these proceedings to meet estimated requirements (15° F.) for 
the season 1952-53 and to have means of supply at hand to meet approximately 
similarly estimated requirements for 1953-54. 

Further, it appears that some 20 percent of peak day send-out is unaccounted- 
for gas, attributed in part to the effect of converting the intervener’s distribution 
system to natural gas. Success in the Company's current program for reducing 
this loss would have a somewhat material effect upon the Company's ability 
to meet estimated peaks. 

In view of the foregoing and on consideration of the other evidence of record 
in this proceeding, public convenience and necessity require that 1,000 M. c. f. 
per day be ailocated to this intervener. 

South Jersey Gas Co.—South Jersey has a contract with Transcontinental 
for 20,000 M. c. f. of natural gas per day. Transcontinental proposes to in- 
crease this quantity by 2,500 M. c. f., while the company requests an additional 
allocation of 5,000 M. ec. f. 

South Jersey estimates peak day requirements (send-out at 5° F.) after 
retail peak shaving to be 20,000 M. ec. f. in 1952, 23,489 M. ec. f. in 1953, 30,051 
M. ec. f. in 1954, and 33,527 M. ¢c. f. in 1955. For the period 1952-55 it is 
estimated that peak day retail sales will increase approximately 8,907 M. ec. f., 
sales to other utilities approximately 1,890 M. ec. f. and to main line industrial 
customers 5,600 M. ec. f. It is estimated that increases in the retail heating 
load will constitute approximately 8,880 M. c. f. or 54 percent of the total of the 
foregoing increases (16,397 M. c. f.). 

The intervener has an estimated oil gas production capacity of 9,500 M. ec. f. 
(1,000 B. t. u.) and liquefied petroleum air gas capacity of 7,500 M. ¢c. f. per day 
or a total of 17,000 M. c. f. per day. Due to interchangeability limits and the 
fact that mixed gas cannot be distributed to all parts of the distribution system, 
it is estimated that not more than 30 percent of the retail send-out can be 
peak shaved. The company has total storage capacity of 7,646 M. c. f. 

South Jersey recognizes that an allocation of 5,000 M. c. f. per day would not 
enable it to meet its presently estimated peak day requirements for 1954—55." 
Allowing for some control of growth in space heating on South Jersey’s system 
and on the part of its utility customers, and for the effect of some reasonable 
reconsideration by South Jersey of its present proposals to extend main line 
industrial service by adding new industrial customers and by increasing sales 
to present individual industrial customers, and on due consideration of other 
evidence offered and received in this proceeding on behalf of this intervener 
and others, it is found and concluded that public convenience and necessity 
require that an allocation of 1,620 M. c. f. per day be made to South Jersey in 
this proceeding. 

The Philadelphia Gas Works Co.—Philadelphia Gas, which operates the Phil- 
adelphia, Pa., municipal gas system under an operating agreement with the 
city, distributes a 650 B. t. u. mixed gas in the area consisting of the city and 
county of Philadelphia. It purchases natural gas from Texas Eastern in the 
amount of 82,000 M. ¢c. f. per day ~ and from Transcontinental in the amount 
of 25,000 M. c. f. per day providing a total of approximately 1,112,800 therms. 





2 Oil gas can be mixed up to a 50-50 ratio with natural gas. 

*1South Jersey is presently considering adding peak shaving equipment when eco- 
nomically justified. The evidence does not show that it would not be justified by 1954—55. 

2 Including 4,000 M. c. f. allocated by the Commission In the Matter of Teras Eastern 
Transmission Corp., et al. (G—-1693, etc.) Opinion No, 231, 11 F. P. C. 211, and accom- 
panying order. 
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Transcontinental proposes to allocate 3,000 M. c. f. per day to Philadelphia Gas, 
while the company is requesting an allocation of 5,000 M. c. f. in these proceed- 
ings to meet estimated requirements for the winter 1952-53. 

The company also purchases up to 110,000 therms of 530 B. t. u. coke oven gas 
from the Philadelphia Coke Co. on a peak day, and can produce 900,000 therms 
of 650 B. t. u. gas from its own Water gas sets. 

The Company is in process of installing an LPG plant designed to supply, in 
the event of an interruption in natural gas deliveries, the thermal equivalent 
of the Company’s highest contractual use of natural gas per day, or 78,000 M. c. f. 
It is also in the process of installing 18,000 M. c. f. in LPG storage in order to 
take the load from approximately 10° F. to the 3° F. design day.” During the 
hearings sessions it appeared that the Company then had installed about 40,000 
M. ec. f. of the LPG plant capacity, which was not considered deliverable for 
peak shaving because of reservation of such capacity for use in emergencies. 
‘The Company states, in effect, that, though it could supply some of estimated 
natural gas deficiencies from its reserve tankage if compelled to, it would not 
have adequate reserves for an emergency interruption in its natural gas supply. 

Compared with 554,543 meters at the end of 1951, the company estimates an 
increase to 561,760 in 1952, 569,444 in 1953, and 576,311 in 1954, with additional 
increases for later years. House heating meters constitute approximately 16 
percent of all meters in 1951, increasing to approximately 20-22 percent in 
following years. The expected increase in total load revealed in the Company's 
estimates for 1957-58, as compared with those for 1951-52, lies 89 percent in 
the increases estimated in the house heating category. 

It appears that without an additional allocation the Company will be short 
approximately 5,000 M. c. f. of natural gas or equivalent in the winter of 1952-53, 
12,000 M. c. f. in 1953-54, and 29,000 M. ec. f. in 1954-55. 

The Company estimated that if it did not receive the 5,000 M. ¢c. f. which it 
here requests, it would be forced to incur additional operating costs amounting 
to various amounts each year, ranging from $388,000 in 1953 to $670,000 in 
1957, as well as an additional capital cost estimated at $665,000. The average 
annual effect of such costs to the Company's customers would not appear to be 
of substantial significance in the light of all of the evidence in this proceeding. 

In the light of the foregoing and the other evidence of record, it is found and 
concluded that public convenience and necessity require an allocation of 1,940 
M. ec. f. per day to this intervener in this proceeding. 

United States Steel Co—Fairless Works.—The Fairless Works of United States 
Steel Co., in process of completion, is located in Bucks County, on the Penn- 
sylvania side of the Delaware River, south of Trenton, N. J., a distance of 10.5 
miles from Transcontinental’s main transmission line. These works constitute 
an integrated steel plant with an annual capacity of 1,800,000 ingot tons. 

In its petition to intervene the Company stated a firm requirement of 23,500 
M. c. f. of natural gas per day, which has since been revised to 4,000 M. ec. f. 
per day. It is proposed that natural gas allocated be sold and delivered by 
Transcontinental to Philadelphia Electric, the local utility serving the area, 
for resale and delivery to Steel as straight natural gas.* 

Transcontinental has included in its proposed allocation to Philadelphia Elec- 
tric 2,500 M. c. f. of natural gas for the use of United States Steel Co. 


310° F. is the usual coldest day experienced in the Philadelphia area. 

** By order issued September 11, 1952, the Commission authorized Philadelphia Electric 
to construct and operate facilities to be used for the transportation and delivery of natural 
gas on an interruptible basis to Steel, but not in excess of 23,500 M. c. f. per day (G—2001). 


7 
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The plant proposes to operate on coal, fuel oil and natural gas. Natural gas 
will represent 2.7 percent of the Company’s total fuel requirements, and 35.7 
percent of total gas end usages. The principal controversy relates to whether, 
in connection with steel finishing, 4,000 M. c. f. of natural gas might not be 
replaced with some other gas. The Company concedes that only the gas con- 
ditioning operation of the plant requires natural gas by reason of its character- 
istics, but contends that the other operations, where its use is planned, require 
natural gas because of the lack of other suitable fuel. Steel further contends 
that 4,000 M. c. f. of natural gas is the minimum that will run its integrated 
facilities, and in the event of a sudden shutdown, is the minimum necessary 
to prevent severe disintegration of coke ovens by rapid cooling. 

Essentially, the operating phases of the matter here at issue involve the 
question whether a substitute gas can be used in soaking pit operations, anneal- 
ing, hot tin dip operations, galvanizing and welding, and, in this connection, 
whether coke gas, admittedly generally interchangeable with natural gas, can 
be provided by displacement in other plant operations by some other fuel. 

Steel cannot meet its gas requirements by purchasing 800 B. t. u. mixed gas from 
Philadelphia Electric, principally because of the incompatibility of the latter's 
rate, as well as the fact that such use would impose a low operating factor 
upon Steel’s operations. There is also some uncertainty as to whether delivery 
pressures would be constant and composition of the mixed gas consistent. Nor 
ean Steel feasibly increase coke oven gas output as a third battery of coke 
ovens would be required with consequent cost as well as a large surplus produc- 
tion of coke which the plant could not use. 

Blast furnace gas is to be used in the powerhouse only, because of the uneco- 
nomic cost of piping it to the coke ovens and a doubt as to the sufficiency of the 
quantity that can be supplied from the two blast furnaces at the plant. 

The use of oil in firing coke ovens would have entailed considerable change in 
design and increase in costs. The use of propane and producer gas would require- 
the installation of numerous relatively small units of production which would 
be uneconomical and impracticable. 

Oil has been tried in processing but has been found to be unsatisfactory 
for firing soaking pits and galvanizing pots, is not suitable for metallurgical 
drying, and has undesirable lamp black making qualities in other operations 
where it might be used. 

Producer gas, though used in smaller plants for heat treating and annealing, 
is not practicable for a full sized integrated steel mill. As a substitute, its use 
would involve the installation of a battery of approximately 20 producers at 
considerable cost. 

In short, other fuels considered as a substitute for natural gas are ruled 
out on the basis of prohibitive cost or non-adaptability. 

On the other hand, gas-fired soaking pits, using a variety of coke oven and 
natural gas, are standard equipment in steel mills; and gas is requisite for 
both continuous and batch annealing, as well as for control reasons, in the 
heating of tin pots. Welding, involving the heating of skelp, also requires the 
uniformity in heating obtained by the use of gas; galvanizing an even flame; and 
annealing an inert gas to protect the steel from undesirable oxidation changes 
affecting subsequent treatment such as tin plating. As a low sulphur gas is 
essential, natural gas is desirable. 

The Fairless Works were designed to aid in meeting the need for steel arising 
upon the outbreak of hostilities in Korea. In June 1950 the Company had 
plans advanced for building at the same site a sheet and tin mill to process coils 
shipped from Pittsburgh and Youngstown. Following the outbreak in Korea, 
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in December 1950, the plans were altered to provide for the construction of an 
integrated steel mill, and on December 22, 1950, the National Production Authority 
issued Steel a certificate of necessity for the construction of the Fairless Works. 

On consideration of the evidence of record in this proceeding, it is found and 
concluded that public convenience and necessity require that an allocation of 
4,000 M. c. f. of natural gas be made for the benefit of the Fairless Works of 
United States Steel Co. in the manner and subject to the condition hereinafter 
provided. 

Delaware Power & Light Co.—Delaware Power supplies 800 B. t. u. mixed gas 
service in an area largely concentrated in and about the city of Wilmington, Del. 
It also serves mixed gas at wholesale to the Elkton Gas Co., Elkton, Md.* 

The company purchases its supply of mixed gas from Philadelphia Electric. 
If granted the request which it makes in this proceeding for 11,500 M. ec. f. of 
natural gas, Delaware Power will convert its system to straight natural gas and 
terminate its supply contract with Philadelphia Electric.” 

Delaware Power's gas business is principally domestic range and water heat- 
ing. It has restricted the sale of gas for house heating, and proposes, if given its 
requested allocation in this proceeding, and subject to the approval of the 
Delaware Public Service Commission, to restrict space heating to hardship 
cases or as otherwise required, to stabilize total requirements for the next three 
years at 15,000 M. c. f. per day, continuing to permit normal growth in the other 
residential and commercial as well as in industrial classifications.” 

Assuming continuation of 800 B. t. u. distribution, the company estimates 
the additional per year for the 3 years 1953-55 of 1,100 residential including 800 
residential heating customers. It proposes during the same period to serve 
10 commercial heating customers. Assuming conversion with 11,500 M. c. f. 
of natural gas available, the company estimates the addition per year for the 
3 years of 2,000 residential heating customers (annual net increase of 1,300 
residential customers), proposing to serve the same 10 commercial heating 
customers. 

With conversion to natural gas and without house heating restrictions, it is 
estimated that at a design temperature of 8° F. on a peak day in the third year 
20,600 M. c. f. of 1,000 B. t. u. natural gas would be required, of which 14,000 
M. c. f. or 68 percent would be used for the heating load.* 

By comparison, if the Company did not convert, it estimates that on a com- 
parable peak day during the same season (1954-55) it would have total require- 
ments of 20,800 M. c. f. of mixed (800 B. t. u.) gas of which 12,300 M. ec. f. or 59 
percent would be required for the combined heating loads. 

If the Company converts under a restricted heating program with but 11,500 
M. c. f. per day available, it estimates that third year peak day requirements 
would total 15,000 M. c. f., of which 8,000 M. c. f. or 53 percent would represent 
heating.” 


% Customers served by Elkton Gas Co. totalled 967 in 1951, those served by Delaware 
Power 48,714. 

** The Company considers 11,500 M. c. f. of available gas the minimum amount with 
which it can successfully convert. It purchased the equivalent of 8,827 M. c. f. 1,000 
B. t. u. gas from Philadelphia Electric on the maximum day of 1951 (December 16th), 
when the mean temperature was 15° F. 

27 By conversion of its water gas sets the Company will have 4,700 M. c. f. of peak shaving 
capacity. The Chairman of the Delaware Public Service Commission testified that the 
State Commission would go along with the restriction of house heating use to the 
extent permitted by law. 

7° The 20,600 M. c. f. would be met by 16,000 M. c. f. of natural gas and 4,600 M. ec. f. 
of peak shaving. The Company estimates a total of 54,641 customers of whom 10,450 would 
be residential heating. 

* Peak shaving would amount to 3,500 M. ec. f. 
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The company submitted evidence to demonstrate that, operating the next 3 
years with 800 B. t. u. gas, at present rates, its gross income from gas utility 
operations would be $466,000 in 1953, $467,000 in 1954, and the same amount in 
1955, while operating with natural gas, though assuming restrictions in the de: 
velopment of the heating load, its gross income would vary from $945,000 in the 
first year (1953) to $1,006,000 in the third year (1955), and that under these 
latter conditions the Company would be able to effect in the first year of natural 
gas operation a reduction in gas rates by approximately $7 or more per customer 
per year. On the basis of an increase in present rates of some $10 per customer 
per year, which the Company insists will be required under a continuation of 
existing conditions, Delaware Power claims that a substantial net saving per 
customer per year will be made possible by its proposed conversion on the basis 
of an 11,500 M. c. f. supply of natural gas. It is apparent that the conversion 
proposed could result in, among other things, a significant saving to the Com- 
pany’s customers. 

On the basis of the foregoing and all the other evidence of record it is found 
and concluded that it is desirable in the public interest, and public convenience 
and necessity require, that, subject to conditions hereinafter provided, there be 
allocated to Delaware Power & Light Co. 11,500 M. c. f. of natural gas per day 
in these proceedings. 

Philadelphia Electric Co.—Philadelphia Electric’s gas service consists of dis- 
tribution service to the public in four counties adjoining or near the city of 
Philadelphia and sale at wholesale for resale to Consumers Gas Co. (Reading, 
Pa.), Delaware Power & Light Co. (Wilmington, Del.), and a subsidiary, Chester 
County Light & Power Co.” 

Philadelphia Electric receives 20,000 M. c. f. of natural gas per day from Texas 
Eastern Transmission Corp. and 37,000 M. c. f. per day from Transcontinental 
(total of 57,000 M. c. f. per day) which it uses in the production of 801 B. t. u. 
mixed gas for the aforesaid distribution and wholesale service. 

Philadelphia Electric, with present facilities, has a total daily gas production 
capacity of 157,000 M. ec. f. of equivalent 801 B. t. u. gas,” has also low pressure 
holder capacity of approximately 37,000 M. c. f., and is planning to spend ap- 
proximately $2,000,000 in 1952 for new production facilities to operate on natural 
gas. 

In addition to its natural gas supplies Philadelphia Electric obtains 17,506 
M. ec. f. of 530 B. t. u. coke oven gas under a purchase contract expiring at the end 
of 1954, the renewal of which is dependent upon price considerations. 

Transcontinental proposes to allocate Philadelphia Electric 7,500 M. ce. f. (ex- 
clusive of 2,500 M. ec. f. for proposed service by Philadelphia Electric to United 
States Steel Co.), whereas Philadelphia Electric seeks an allocation of 15,000 
M. ec. f., including 6,000 M. c. f. for load growth and 9,000 M. c. f. to replace the 
foregoing assumed loss of 17,000 M. c. f. of coke oven gas. 

Philadelphia Electric estimates that its 1951 peak day requirement of 116,855 
M. c.f. (14° F.) of 801 B. t. u. mixed gas ® will increase to 158,400 M. ec. f. (10° F.) 


2% Consumers Gas Co. has somewhere around 50,000, Chester County Light & Power Co. 
1,200, and Delaware Power & Light Co. approximately 48,000 customers. Philadelphia 
Electric presently supplies Delaware Power & Light Co. with 11,000 M. c. f. per day of SO1 
B. t. u. mixed gas. 

*t The basic gas, a mixture of coke oven gas enriched with natural gas, supplies require- 
ments up to approximately 74,000 M. c. f. per day. An additional 29,000 M. c. f. per day is 
manufactured by reforming natural gas or refinery oil gas, and enriching. 16,000 M. c. f. 
per day are provided by manufacturing carburetted water gas, releasing additional natural 
gas and oil gas for enriching. Above 119,000 M. c. f. output, high B. t. u. oil gas and 


I.P gas are used to provide additional enriching gas. 
% Computed to be 129,089 M. c. f. on the basis of 10° F. mean temperature. 
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in 1952, 180,200 M. c. f. (10° F.) in 1953, and 198,200 M. c. f. (10° F.) in 1954, 
with further increases for later years, and that the increase in house heating 
load will represent approximately 85 percent of the estimated total increase in 
Philadelphia Electric’s sales 1952 (14° F.) to 1954 (10° F.) 

The Company contends that its existing production capacity is but 2.9 percent 
above estimated peak day send-out for the 1952-53 season (10° F.) and that an 
increase in the contract demand of 15,000 M. c. f. will eliminate the necessity of 
making further investment of some $3,020,000 for additional high B. t. u. oil gas 
production and other facilities in 1953, or some $5,720,000 over the next 3 years. 

The Company also estimates that with an additional allocation of 15,000 
M. c. f. there would be a reduction in operating expenses for gas produced and 
purchased of $247,844 in 1952 and $1,386,409 in 1956," substantial portions of 
which would be passed on to the consumer under the Company’s rate schedule 
fuel adjustment provisions, as well as savings arising from reduced plant 
expenditures.” 

It is to be noted that there is included in the foregoing estimated send-outs 
provision for the requirements of Delaware Power & Light Co. in the amounts 
of 12,000 M. c. f. of mixed gas for 1952, 13,500 M. c. f. for 1953, and 16,000 M. c. f. 
for 1954, and that, with the grant of an allocation of natural gas to Delaware 
Power, Philadelphia Electric will no longer serve Delaware Power with mixed 
gas. Staff contends, in effect, that if Philadelphia Electric be relieved of the 
Delaware Power load it should be considered as having obtained an allocation 
of an equivalent amount of natural gas. Philadelphia Electric contends, in 
effect, that the natural gas made available for its own use under such cir- 
cumstances would be the ratio of Delaware Power’s estimated requirements to 
total send-out applied to the 57,000 M. ¢c. f. of present supply. Both participants 
have used the year 1954 for the purposes of computation, Philadelphia Electric 
apparently for the purposes of argument. Considering proposed construction 
of additional plant facilities in 1953-54, the year 1952 would appear to be the 
proper basis of making the computation here involved. Therefore, on the basis 
of 1952, it appears that approximately 4,600 M. ce. f. of natural gas will be re- 
leased to Philadelphia Electric by the discontinuance of service to Delaware 
Power. 

On consideration of the evidence offered in this proceeding on behalf of Phila- 
delphia Electric and the other evidence of record herein, it is found and con- 
cluded that public convenience and necessity requires that Philadelphia Electric 
receive for its use an additional 270 M. c. f. of natural gas in this proceeding 
from the 64,000 M. c. f. of natural gas available. This quantity added to the 
4,600 M. ec. f. referred to above will, in effect, make available to Philadelphia 
Electric a new uncommitted amount of 4,870 M. ec. f. and produce a result in 
this proceeding equitable to this and other interveners. 

City of Danville, Va. (The).—Danville has a present authorized delivery from 
Transcontinental of 3,200 M. c. f. per day, based upon the city’s earlier estimate 
of its anticipated third year requirements. Danville has completed the second 
winter of natural gas operations (1951-52) and evidence has been received on 
its behalf which tends to establish that the present allocation will not be suffi- 
cient for the third winter (1952-53). It requests an additional allocation of 
2.500 M. c. f. to meet its estimated requirements through 1954-55. 


337. e., $1.33 per customer per year. 
%T. e., $6.68 per customer per year. 
3 $362,400 in 1953. There would also be a certain decrease in revenue loss to the Com- 
pany arising from B. t. u. adjustments in send-outs of mixed gas. 
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The load growth on the Danville system since the changeover to natural gas 
has been rapid, the residential load having increased 59 percent, the commercial 
load 64, and the industrial load 1,500 percent.* 

On December 31, 1951, Danville had a total of 6,977 customers, of which 6,439 
were residential. Corresponding estimates for 1952 are 7,350 and 6,775; for 
1953, 7,650 and 7,060; and for 1954, 7,850 and 7,245, respectively. 

Central house-heating customers are expected to increase from 533 (1951) to 
1,050 in 1952 ; 1,425 in 1953 ; and to 1,675 in 1954. 

The city estimates its peak day requirements to increase from the peak actu- 
ally experienced in 1951 of 2,687 M. c. f. to 4,000 M. c. f. in 1952, to 5,000 M. c. f. 
in 1953, and to 5,700 M. c. f. in 1954. Approximately 10 percent of the peak 
day send-out is for industrial use. 

Of total 1951 firm sales in the amount of 246,000 M. c. f. approximately 63 per- 
cent were residential, 22 percent commercial, and 15 percent industrial. 

In 1951 Danville made capital improvements in the amount of $125,000 to 
expand the distribution system to reach more customers and provide increased 
capacity to existing customers. Similar improvements in the amount of $135,000 
are planned for 1952 as a part of the city’s expansion program to serve areas 
where gas is not presently available. 

The city does not have peak shaving or standby equipment, having scrapped 
its carbureted water gas plant at the time of conversion to natural gas. It may 
be noted that the industrial 10 percent of peak day send-out represents principally 
the requirements of a cotton textile plant, converted from propane, which still 
has its propane plant and tanks. 

The intervener has not indicated the effect of an allocation of less than it 
requests upon its proposed plans to expand its distribution system. 

Upon consideration of the evidence of record it is found and concluded that 
public convenience and necessity require an allocation to this intervener of S00 
M. c. f. per day in these proceedings. 


Other interveners (New Jersey and Pennsylvania) not customers of Transcon- 
tinental * 


New Jersey Natural Gas Co.—This intervener’s service area consists of an 
area located primarily in Monmouth County (N. J.), formerly served by County 
Gas Co., a predecessor corporation (County area) and an area extending along 
the Atlantic coast from Red Bank to Tuckerton, within Monmouth and Ocean 
Counties, N. J., formerly served by the Coast Division of Jersey Central Power & 
Light Co. (Coast area). 

The County area is served with 5,000 M. c. f. of 1030 B. t. u. natural gas sup- 
plied by Texas Eastern Transmission Corp.; the Coast area is served with a 
reformed and enriched 625 B. t. u. mixed gas produced from another 5,000 M. c. f. 
of natural gas supplied by Texas Eastern. A further allocation now effective 
will make available to the Coast area an additional 9,000 M. c. f. from Texas 
Eastern commencing the current year and will enable conversion of that area to 
straight natural gas. 

There is sought in these proceedings an additional 3,000 M. c. f. for the County 
area and an additional 7,500 M. ¢c. f. for the Coast area, or a total of 10,500 M. c. f. 


*® In 1951 the city reduced residential rates 28 percent and large commercial and in- 
dustrial rates 50 percent. In the same year 533 central fired heating units were installed, 
600 unit heaters connected, and commercial and industrial load equivalent to more than 
300 M. ce. f. per day added. 

7 United States Steel and Delaware Power & Light Co., also interveners in this same 
category, have been considered with Philadelphia Electric, supra, with respect to which 
each is related. 
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The intervener estimates peak day demands in the County area will increase 
from 3,576 M. c. f. in 1951 to an estimated 5,307 M. c. f. for the winter of 1952-53, 
to 6,374 M. c. f. for 1953-54, to 7,505 M. c. f. for 1954-55, and to 8,604 M. c. f. 
for 1955-56 and peak day demands in the Coast area will increase from 9,680 
M. c. f. of natural gas equivalent in 1951 to an estimated 14,650 M. ec. f. (1030 
B. t. u.) for the winter of 1952-53, to 19,060 M. c. f. for 1953-54, to 23,570 M. c. f. 
for 1954-655, and to 27,650 M. c. f. for 1955-56." 

The intervener has two liquefied petroleum plants in the County area with com- 
bined effective capacity of 3,700 M. c. f. of high B. t. u. gas. This capacity added 
to the 5,000 M. c. f. of natural gas now received in this area would enable the 
intervener to meet estimated peak day demands through 1955-56. 

Conversion of manufacturing facilities in the coast area to high B. t. u. produc- 
tion as proposed, at the time of conversion of that system to straight natural gas 
(1952), together with liquefied petroleum gas, would result in the intervener 
having peak shaving and standby capacity of 15,480 M. c. f. of interchangeable 
gas. This added to the 14,000 M. c. f. of natural gas now received in this area will 
enable the intervener to meet estimated peak day requirements through 1955-56. 

On the basis of no allocation of natural gas in these proceedings and utilization 
of peak shaving operations, the intervener estimates an actual savings in produc- 
tion costs until 1955, though to supply the requisite amount of gas by peak shaving 
the Company would be required to make capital expenditures on additional plant 
facilities totalling $246,815, or but some $4.58 per customer. The evidence of 
record discloses that the intervener would show no demonstrable benefit in 
saving in costs of production, including peak shaving, from an allocation of 
natural gas as here requested. 

It is found and concluded upon the evidence that public convenience and neces- 
sity do not require that natural gas be allocated to this intervener in this 
proceeding. 

Allentown-Bethlehem Gas Co.—Allentown-Bethlehem ™ serves an area in south- 
eastern Pennsylvania including the cities of Allentown, Bethlehem, and Easton.” 
The Company also serves the requirements of City Gas Co. of Phillipsburg, N. J. 

Coke oven gas obtained from Bethlehem Steel Co. constitutes Allentown-Bethle- 
hem’s principal source of supply. However, the Steel Co. intends to utilize such 
coke oven gas for the future in its steel-making processes, and accordingly, the 
supply to Allentown-Bethlehem from this source will terminate when the current 
contract therefor expires July 1, 1953. This loss will be equivalent to 58 percent 
of Allentown-Bethlehem’s estimated total send-out for 1952. 

Therefore, Allentown-Bethlehem requests an allocation in these proceedings 
of 9,400 M. c. f. of natural gas per day, equivalent thermally to the 16,187 M. ec. f. 
per day of 520 B. t. u. coke oven gas which was received from the Steel Co. in the 
past year, and also an additional 3,300 M. c. f. for normal expansion through 1954. 

July 1949 Allentown-Bethlehem entered into a total requirements contract 
with manufacturers for natural gas which contract, to all intents and purposes, 
is for a term of 20 years from May 15, 1950. Thereunder Allentown-Bethlehem 


%In these estimates for the County area, the estimated increase in residential space 
heating constitutes approximately 96 percent of the estimated increase in total peak 
day requirements from 1952 to 1956, and for the Coast area 89 percent of the estimated 
increase in total sent-out from 1952 to 1956. Maximum degree day deficiency approxi- 
mately 51. 

39 A subsidiary of United Gas Improvement Co. 

“In 1951 the maximum day send-out to some 67,000 customers and City Gas Co. was 
22,596 M. c. f. of 520 B. t. u. gas, composed of approximately 72 percent purchased coke 
oven gas, 25 percent enriched reformed butane, and holder loss. It included 2,874 M. c. f. 
of 1025 B. t. u. natural gas reformed for interchange with the coke oven gas. 
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is entitled to and receives 3,300 M. c. f. per day, has the right to notify manufac- 
turers in writing 2 years in advance of changes in requirements, and has called 
upon manufacturers for delivery of additional natural gas commencing January 
1, 1954. Manufacturers, however, has not given assurance of its ability to meet 
this call. 

It is to be noted that for the interval between July 1, 1953, when the contract 
with the steel company terminates, and January 1, 1954, when the obligation of 
manufacturers would become effective, the witness for Allentown-Bethlehem testi- 
fied that he believed Allentown-Bethlehem could arrange some months extension 
of the steel contract. 

The foregoing contract between Allentown-Bethlehem and manufacturers con- 
tains an unconditional undertaking on the part of the latter to meet Allentown- 
Bethlehem’s increased requirements, including those for which allocations are 
here sought. Allentown-Bethlehem is not a customer of Transcontinental. 
Essentially, if Allentown-Bethlebem were to receive an allocation from Trans- 
continental, the effect would be to relieve manufacturers of a binding obligation 
and responsibility to provide for Allentown-Bethlehem, without the latter having 
resorted to remedies and recoveries inherent in the obligation. Under such 
circumstances, if granted an allocation of natural gas in these proceedings, Allen- 
town-Bethlehem would be no less than an intruder upon the Transcontinental 
system, depriving that system’s customers, or those properly entitled to become 
customers thereof, of natural gas vital to them, with no possibility of extending 
to such parties any part of the compensatory or mandatory relief to which 
Allentown-Bethlehem would be entitled against manufacturers. 

Accordingly, it is found and concluded that an allocation of natural gas to 
Allentown-Bethlehem in this proceeding is not required by public convenience 
and necessity. 

The Harrisburg Gas Co.—HUarrisburg™ serves an area in southeastern Penn- 
sylvania including the cities of Harrisburg, Lebanon, and Steelton, and the 

borough of Carlisle. It also serves 95 percent of the gas requirements of its 
affiliate, Lebanon Valley Gas Co. 

Coke oven gas purchased from Bethlehem Steel Co. constitutes approximately 
51 percent of Harrisburg’s expected total sendout for 1952.% However, the 
Steel Co. intends to utilize such coke oven gas in its own future operations, and 
accordingly the supply to Harrisburg from this source will terminate when the 
current contract expires July 1, 1953. 

July 1949 Harrisburg entered into a total requirements contract with Man- 
ufacturers for natural gas, which contract, to all intents and purposes, is for 
a term of 20 years from September 5, 1950. Thereunder Harrisburg is entitled 
to and receives from Manufacturers 3,600 M. c. f. of natural gas per day, has 
the right to notify Manufacturers in writing 2 years in advance of changes in 
requirements, and has called upon Manufacturers for delivery of additional nat- 
ural gas commencing January 1, 1954. Manufacturers has not stated it will 
be able to meet this requirement. 

Therefore, Harrisburg is requesting an allocation in these proceedings of 
6,400 M. c. f. of natural gas per day, equivalent thermally to the 11,358 M. ec. f. 
per day of 525 LB. t. u. coke oven gas received in 1951, and also an additional 
3,000 M. c. f. for normal growth through 1954. 


41 A subsidiary of United Gas Improvement Co. 
“In 1951 the maximum day send-out to some 48,000 customers and Lebanon Valley 
Gas Co. was 21,450 M. c. f. of 520 B. t. u. gas, composed of 50 percent coke oven gas, 


47 percent enriched reformed butane, and holder loss. It included 3,437 M. c. f. of 1025 
B. t. u. natural gas used for enrichment. 
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It is to be noted that for the interval between July 1, 1953, when the contract 
with the Steel Co. terminates, and January 1, 1954, when the obligation of Man- 
ufacturers would become effective, the witness for Harrisburg testified that he 
believed that Harrisburg could arrange some months extension of the steel 
contract. 

Under these circumstances the conclusion stated with respect to Allentown- 
Bethlehem, supra, and the reasons given therefor, are applicable in connection 
with the request of Harrisburg. Accordingly, it is found and concluded that 
an allocation of natural gas to Harrisburg in this proceeding is not required 
by public convenience and necessity. 


Interveners located in North Carolina, South Carolina, and Georgia 


Public Service Co. of North Carolina, Inc—Public Service distributes manu- 
factured gus in Asheville, Concord, Kannapolis, Statesville, Durham, Raleigh, 
and Chapel Hill, N. C. As of the time of the hearing it had converted from 
manufactured gas to natural gas service only in Gastonia and Dallas, N. C.* 

In prior proceedings (G-—1407 et al.) Public Service received a third year 
allocation of 16,385 M. ec. f. of natural gas to serve 34 communities in North 
Carolina, including 25 new communities and the 9 now served. Public Service 
bad estimated third year requirements of 19,865 M. c. f., fourth year require- 
ments of 24,356 M. c. f., and fifth year requirements of 29,684 M. c. f.“ It re- 
quests in these proceedings an additional 3,480 M. ¢c. f. in order to increase its 
reduced allocation in the prior proceedings to the full third year requirement 
originally estimated.” 

In the original request for 19,668 M. c. f. for the third year, some 1,435 M. c. f. 
peak shaving was assumed to meet a total estimated load of 21,103 M. c. f.” 
With the allocation granted of 16,385 M. ¢. f., peak shaving was increased to 
some 4,880 M. ¢c. f. at an estimated additional cost of $62,500. Though the re- 
duction of this cost would improve the economics of the project, without re- 
duction the effect upon Public Service’s ultimate customers would not appear 
to be of great significance, and does not affect the feasibility of the project. 

The difficulty expedienced by Public Service in getting necessary permits 
and initiating its overall construction program modifies the premises upon 
which its earlier estimates of annual requirements were made, for, in fact, its 
construction of laterals is being spread over a period extending from 1951 to, 
as now estimated, the spring of 1953, when its relatively large Asheville lateral 
will be finally put into service. But the company, in this proceeding, avoids the 
effect of delay through its witness’ testimony that rate reductions effected by the 
company are having the effect of returning requirements of all laterals to a 
common basis as if construction delays had not taken effect and accelerating 
such requirements by one year. As to such effect, the testimony of the witness 
is generalized. Further, it is to be noted, the company has made no provision for 
increasing peak shaving with respect to its accelerating fourth year requirements, 
as it did in the earlier proceedings with respect to its modified third year’s 
requirements (16,385 M. ec. f.) where peak shaving was increased from ap- 
proximately 1,435 M. c. f. (6.8 percent) to 4,880 M. c. f. (23 percent). While the 
witness made a distinction in his testimony between peak shaving capabilities 
of new companies as compared with older companies, he did not set an econ- 





43 Since the date of this testimony, Public Service has begun the distribution of natural 
gas in Concord and Kannapolis (Brief, p. 5). 

“* Including pipe line losses. 

* The third year of operations will be 1954-55. 
Pipe line losses not included. 
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omic maximum as to the peak shaving capabilities of Public Service. Should 
it be feasible for Public Service to increase its peak shaving to approximately 
28 percent, and should it be eventually permitted to retain amounts previously 
included in the earlier allocation for the Cities of Kings Mountain and Shelby 
(1,000 M. c. f.), it would be able also to meet its originally estimated fourth 
year requirements (1954-55) advanced on the basis asserted by the company, 
to a presently estimated third year status. The company is not entitled to 
any assumption, on the evidence of record, that it cannot peak shave in such 
amount. 

It is therefore found and concluded that an allocation of natural gas to 
Public Service in this proceeding is not required by public convenience and 
necessity. 

Carolina Central Gas Co."“—The Commission granted an allocation of 510 
M. c. f. of natural gas per day to this intervener in prior proceedings involving 
Transcontinental (G—1411, et al.) for service to the city of Hendersonville, 
N. C.“ Carolina Central is not taking natural gas under its previous allocation 
nor will it be ready to receive it until completion of construction of the Asheville 
lateral of Public Service (N. C.) which, though authorized in previous pro- 
ceedings (1951), is neither commenced, nor expected to be completed before 
the spring of 1953. 

Carolina Central seeks an allocation in these proceedings which would increase 
its present natural gas allocation from 510 M. c. f. per peak day to 802 M. e. f. 
(1000 B. t. u.) in the first year of natural gas operations, 1,045 M. ec. f. in the 
second year, 1,285 M. c. f. in the third year, and yet larger amounts in the next 
succeeding 2 years of operations.“ Increases in house-heating loads are esti- 
tated to account for 90 percent of the increases in total loads during the first 3 
years With no restrictions indicated. 

The company provides for peak shaving in the first, second and third years 
in the amount of 89 M. c. f., 116 M. ec. f. and 143 M. ec. f., respectively, but its 
witness concedes that the company has a present production capacity of butane 
air gas in excess of 294 M. c. f., and that it could handle as much as 252 M. ce. f. 
peak shaving the first year, 356 M. ec. f. the second year, and 448 M. ec. f. the 
third year. While the witness testified that peak shaving in such amounts 
would not result in best service to the public nor in optimum economic opera- 
tion, he does not state that there would result a service not reasonably or 
comparatively good and adequate or not actually economic. 

In summary, Carolina Central has in previous proceedings received an 
allocation of a sufficient quantity of natural gas to enable it to begin distri- 
bution on a feasible basis, and even so, will not be ready to use any natural 
gas before the spring of 1953. 

It is therefore found and concluded that a further allocation of natural gas 
to Carolina Central in this proceeding is not required by and would be contrary 
to public convenience and necessity. 

Carolina Natural Gas Corp.—The Commission granted an allocation to Carolina 
Natural Gas Corp. (Carolina Natural) by its order dated June 6, 1951, entered 
in the consolidated proceedings G—1411 et al. in the amount of 3,235 M. c. f. per 





47 With South Carolina Gas Co. and Georgia Gas Co., a subsidiary of United Cities Utilities 
Co. 

48 Based, apparently, upon estimated third year peak day requirements for domestic use 
and a portion of estimated third year peak day commercial use. (Order dated June 6, 1951, 
issued by the Commission in G—1335, G—1411, et al.) The Company presently serves 1300 
B. t. u. butane-air gas in Hendersonville. 

«© Computing heating requirements at a design temperature of 0° F. and allowing for 10 
percent peak shaving. 
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day to supply customers to be served from the company’s proposed Hickory and 
Lexington laterals.” 

On the basis of a resurvey of the territory by a new group of engineers who 
believe the original estimates too low, as not having covered the entire service 
area of each community, Carolina Natural now estimates the requirements 
of proposed customers on the two laterals previously authorized, to be a combined 
amount of 3,935 M. c. f. for the peak day of the first year, a net after peak 
shaving of 7,032 M. c. f. for the peak day of the second year, a corresponding net 
of 9,025 M. ec. f. for the peak day of the third year, thereafter increasing to a 
net of 10,816 M. c. f. for the peak day of the fifth year; and is, in effect, therefore, 
now seeking an allocation of natural gas for this part of its project to give 
it an additional amount of 700 M. c. f. in the first year, 3,797 M. ec. f. in the second 
year, 5,790 M. ec. f. in the third year, to 7,581 M. c. f. in the fifth year of natural 
gas operations. 

Moreover, in this proceeding Carolina Natural not only requests an additional 
allocation of natural gas for its Hickory and Lexington laterals but a minimum 
allocation of 3,000 M. c. f. for its Rock Hill lateral which it now proposes to 
construct. 

As of the date of the presentation of its evidence in this proceeding, Carolina 
Natural had not concluded construction of its laterals and, while receiving sub- 
stantial deliveries of pipe, did not expect to take natural gas from Transconti- 
nental under its 1951 allocation prior to the early or late fall of this year (1952). 

While a witness testified that Carolina Natural intends to go forward with 
the acquisition of distribution facilities operated by North Carolina Gas Co. in 
Lexington, N. C., the latter company would negotiate only on the basis of 
according the city the right to preempt, and, as one of the company’s witnesses 
expressed it, the city’s intervention in this proceeding left Carolina Natural “on 
the fence” as to what to do with its Lexington lateral. 

If, in view of the allocation herein made to the city of Lexington, Carolina 
Natural does not go forward with its proposal to serve the community of Thomas- 
ville, some 750 M. ec. f. of natural gas estimated by the company in the earlier 
proceedings as needed for use on the Lexington lateral would be uncommitted. 
Should Carolina Natural be entitled to retain this amount, its use would enable 
the company to carry estimated third year requirements on its Hickory lateral 
by peak shaving approximately 34 percent, on the basis of the evidence received, 
a not necessarily impossible or unfeasible circumstance. 

Under the circumstances of this presentation and the evidence of record, a 
further allocation of natural gas to Carolina Natural on the basis of an enlarged 
undefined concept of “covering the communities” would be inequitable to other 
interveners in this proceeding who are being limited to initiation of service 
on the basis of a minimum allocation of natural gas for projects downsized as 
to capacity and customers to be served. 

In connection with its request for a minimum of 3,000 M. ec. f. of natural gas 
for its proposed Rock Hill lateral, Carolina Natural proposes to serve the com- 
munities of Clover, York, Rock Hill, and Fort Mill, all in South Carolina, as 
well as the Celanese Corp. plant between Rock Hill and Fort Mill. It has 
obtained franchises in the towns of Clover and York, and is negotiating for a 
franchise with Fort Mill and for the purchase of the properties of Rock Hill 
Gas Co. 





® The Hickory lateral was proposed to serve Hickory, Newton, Conover, Granite Falls, 
and Lenoir, the Statesville Brick Co., and Lincolnton, all in North Carolina; the Lexing- 
ton lateral to serve Lexington and Thomasville, and the Cunningham Brick Co., all in 
North Carolina. 
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The company’s witness, who testified on the subject of the economic feasibility 
of that part of the project embraced in the proposed Rock Hill lateral, stated that 
Celanese Corp.’s plant planned to convert only its present propane system to 
natural gas and would consider taking further quantities of natural gas only 
at a break-even price with coal. This same witness testified that in order for 
Carolina Natural to operate on Transcontinental’s 65 percent load factor com- 
modity rate (CD-2), it would almost have to have the Celanese Corp.’s interrup- 
tible sale. Yet Carolina Natural has, apparently, no commitment of any kind 
from Celanese Corp., and, in addition, no substantial data with respect to other 
industrial interruptials to whom off-peak sales could be made. The canvass 
made by the company in Rock Hill to determine the general attitude and feel- 
ing of commercial customers towards the use of natural gas was admittedly 
sketchy. 

The senior financing of Carolina Natural’s overall development has been sus- 
pended pending the outcome of matters involved in these proceedings. It is 
now proposed that the company’s bonds be marketed through Stern Brothers & 
Co. of Kansas City, Mo., but the officer of Stern Brothers & Co., who testified 
in this proceeding on behalf of Carolina Natural, did so on the basis of last 
minute information pertaining to the project as revised on a minimum basis, 
and testified in effect that he had not been submitted a project which he con- 
sidered feasible on the basis of present data submitted. 

The evidence does not establish the economic feasibility of the Rock Hill 
lateral. 

The evidence here submitted on behalf of Carolina Natural will not justify an 
additional allocation of natural gas to this intervener from the quantity here 
available. 

It is therefore found and concluded that an allocation of natural gas to Caro- 
lina Natural in this proceeding is not required by public convenience and 
necessity. 

City of Kings Mountain, N. C.—The city of Kings Mountain proposes to con- 
struct, own and operate a municipal natural gas distribution system, and applies 
in this proceeding for an allocation of natural gas from Transcontinental, whose 
main transmission pipeline passes within a distance of 0.7 mile of the city. The 
proposed gas service area has a total population of approximately 8,400. The 
city presently operates municipal electric, water and sewer systems. 

The city has presented evidence with respect to a proposed system, the firm 
requirements of which range from an estimated 1,10S M. ¢. f. per day in the 
first year of operations to 2,147 M. ec. f. per day in the fifth year, with increases 
for subsequent years. The city also presented data with respect to an alternate 
“acceptable minimum” project, designed upon the assumption of an allocation 
based upon estimated third year firm requirements of 1,718 M. ec. f. per day. 

The city’s presentation is based, generally, upon the results of a survey which 
embraced a house count, a count of small commercial establishments, personal 
interviews with managers or owners of large commercial and industrial estab- 
lishments, and an investigation of the use of fuel in schools and public buildings. 

For its original project, designed without minimum limitations, the city pro- 
posed a system which, including transmission, distribution, peak shaving facili- 
ties, and miscellaneous items, would require financing in an estimated amount 
of $890,000. For its acceptable minimum project the city proposed a system, 
the same in geographic scope but down-sized in capacity, requiring financing 
in an estimated amount of $798,500. With respect to the latter project, on the 
basis of estimated revenues (after a 10.2 percent increase in originally proposed 
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retail rates)" cost of gas from Transcontinental at present rates, and expenses, 
less credit for peak shaving, the city obtains an expected coverage of 1.75 for 
debt service which the city’s financial witness testified would enable the city 
to market its proposed 30-year, 4 percent revenue bonds. The same witness also 
testified that his firm would be willing to “consider” purchase of such bonds with 
a coverage of 1.50 obtained on the basis of a retail rate increase of but 4.3 percent. 

Kings Mountain estimates maximum day requirements for its acceptable mini- 
mum project to be composed of the following loads (15° F., 1,000 B. t. u.): 


| 1 


} 
| | Approximate 
Maximum | percent o! 
day total 


demands 


M.c.f. | 

Residential !...._.........- a dicciiepa dia actuals Wen Wit einai a otae 942 56 
Small commercial - - - -. cme 132 8 
Large commercial and industrial ?... 72 10 
Brick plant... ; oa 383 23 
Schools and public buildings. .-.. sae ‘ ; ae 47 3 

Total load. = : ‘ asia bimeonis Janeane 1, 676 100 
Lost and unaccounted for... aa d es “i 42 

Total requirements_. : bad asin 1,718 2 
Less peak shaving (20%) -.-..- Kichitannwindennwkilied _— a 350 

Net requirements...........--- ancitid édaias bias ak tepeis tetas te 1, 368 


195 percent of the peak day load in this classification is space heating, with estimated house heating 
saturation of 84 percent of residential customers. 
? Boiler fuel. 


Kings Mountain estimates its third year gas customers and annual require- 
ments as follows: 


Annual requirements 
Number of 
customers 











Volume Percent 
M.c. f. 
Residential_ éaconaducbieod = ~ ad 950 77, 000 20 
Small commercial... : a 63 12, 900 4 
Large commercial industrial: 
Firm..... ae s 10 27, 000 7 
Interruptible --- 2 139, 100 37 
Brick plant. 1 116, 500 31 
Schools and public buildings-- 4 3, 600 1 
ns sad ieaciietabadcesd ; : 1, 030 376. 100 100 
Lost and unaccounted for..........-..- : : oe wide - 9, 400 
Total requirements--. sa . ‘ 385, 500 


Estimated residential customers in the third year represent 38 percent of 
estimated dwelling units, small commercial customers approximately 42 per- 
cent of an assumed potential of 80 percent of estimated establishments, and 
large commercial and industrial customers are out of a total of 23 in existence. 

An estimated 92 percent of the residential, 79 percent of the small commercial, 
17 percent of the large commercial and industrial (firm), and a negligible amount 
of the interruptible annual loads represent the use of natural gas for space 
heating. 


®t Increasing firm rates and the rate to the brickyard by 10.2 percent, the interruptible 
rate by 5 percent. 
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The evidence of record requires that the foregoing estimates of peak day re- 
quirements and annual sales, as well as other estimates tending to establish 
feasibility of the proposed project, be accepted as reasonable. 

Estimated third year average rates before proposed increases in retail rates 
are: 


Per M.c. f. 
NN cea ees cheb sesh Sas alee amo $1.18 
RTE INE or a hea bwenumekeieae 1. 05 
Large commercial industrial: 
BE ose ade acon eoanirnstcacbane aman Bl eae a aes 0. 72 
SUPT PIED ies cathtd miccm anes eee 0. 285 
NI NN cincinnati es seca peetaee iezunanias abate ockaapsataan 0. 3784 


The evidence is that with such rates natural gas would have sufficient com- 
petitive advantages with respect to coal, oil, propane and electricity to produce 
required revenues. 

It is to be noted that Kings Mountain includes as a firm customer to be served 
off the city’s proposed distribution system, a brickyard, one of the city’s major 
industries. The staff and other participants question the propriety of allocating 
natural gas for firm peak-day service to a brickyard. The amount involved is 
383 M. c. f. per day, or approximately 23 percent of the peak-day loads. It was 
testified that the natural gas would replace coal and oil in drying and burning 
brick in kilns, would result in some saving to the brickyard, and would, to some 
extent, improve the quality of brick. Nevertheless, with respect to the issue of 
public convenience and necessity, the weight of the evidence embraced in the 
city’s presentation with respect to the proposed firm service to the brickyard is 
inconclusive, particularly as the city’s engineering witness testified in substance 
that the omission of the yard as a firm customer would not affect the basic 
feasibility of the project. The estimated 383 M. c. f. peak day requirement of 
the brickyard should be deducted from the minimum requirements of the project. 

The staff in effect contends that there is insufficient evidence to support a con- 
clusion that the city’s proposed revenue bonds can be sold with a coverage ratio 
of 1.5, or that the project would be feasible with an increase in retail rates of 
10.2 percent. The city, however, has met these issues as directly as the nature 
of the case reasonably permits, and the preponderance of the evidence is con- 
trary to these contentions. 

Accepting an allegation that investment cost per customer of the city’s pro- 
posed minimum project is high as counsel’s contention that the project would 
not be feasible, it is observed that investment cost per customer alone does not 
constitute direct evidence on the issue and with other properly related facts can 
give rise only to an inference. There is insufficient foundation as to compara- 
bility with respect to other projects having lower per customer cost to conclude 
therefrom that the city’s proposed minimum project should be rejected. 

Subject to conditions set forth in the order accompanying this decision, public 
convenience and necessity require that 1,065 M. c. f. be allocated in this pro- 
ceeding to the city, Kings Mountain. 

City of Lexington, N. C.—Lexington lies approximately 3.5 miles from Trans- 
continental’s main transmission pipeline. The population of the city and its 
general service area totals approximately 16,000. 

The existing local 620 B. t. u. propane-air gas distribution system serves some 
862 meters and is owned and operated by North Carolina Gas Co. The city 
proposes to buy this system at a price below the company’s offer in the amount of 


some $234,000, and to incorporate it as a part of its proposed project. 
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The city's utility commission operates a water system serving some 4,000 
customers and an electric distribution system serving some 7,000 meters. The 
proposed municipal gas system ‘vill be operated by the same commission. 

The estimated cost of the establishment of the city’s proposed project is 
$960,000, to to be financed by a revenue bond issue. 

The city originally assumed a peak day load growth levelling off at the 
tenth year, but subsequently proposed an alternate project involving a natural 
gas supply limited to estimated third year requirements to serve some 3,185 
residential and small commercial and some 135 medium commercial customers. 
The city estimates third year maximum day demands of 3,908 M. ¢c. f. and 
annual consumption of 400,980 M. ec. f., exclusive of possible interruptible 
industrial sales. 

The city proposes rate schedules providing average annual revenues of sub- 
stantially $1 per M. ec. f. from residential and small commercial sales, and 
65 cents from medium commercial sales. On the basis of resulting gross rev- 
enues, 30-year term for amortization of debt, 4 percent bond interest, gas purchase 
cost computed on the basis of Transcontinental’s existing G—2 rate schedule, 
estimated cost of service connections ending after the third year, and annual 
operation and maintenance estimated at $27,000, the city obtains an estimated 
debt service coverage of better than 2.17 times. The lowest coverage testified 
to as acceptable for financing is 1.5 times. 

The proposed bond issues include an amount of $233,000, representing the 
price then asked by North Carolina Gas Co. for its Lexington propane-air gas 
facilities. The city states in its brief that it has entered into a contract 
for this purchase at a price of $187,500, or $45,500 less than the amount first 
provided. The acquired local system, however, has a leakage of some 27 per- 
cent of gas input and has been poorly maintained. Provision for repairs was 
made to some extent in estimated pipe items in materials, but it is evident 
from the testimony that for such repairs reliance was being placed prin- 
cipally upon the city’s ability to purchase the lecal plant substantially below 
the asking price, though, in fact, the extent of repairs could not be told before 
the making of tests after acquisition. Further, this same difference in price 
is looked to to provide additional compressor facilities for the operation of 
the propane plant at new system pressures. 

With respect to the third year heating load in the residential and com- 
mercial classifications (some 93 percent of the total peak day load), there is 
assumed a house-heating saturation of 100 percent on the ground that such 
saturation is not an uncommon phenomenon. This portion of the witness’ 
testimony, however, excepts the Carolinas and is unsupported. Such a satura- 
tion as this testimony presents is uncommon in the case and support for it 
would have been appropriate. 

Operation and maintenance expenses in the amount of $27,000 a year have 
been estimated for the entire term of the project, although admittedly, in 
later years operation and maintenance will increase. 

However, within the limits of certain assumptions as to space-heating satu- 
ration, curtailment of unaccounted for losses, and the amount of the increase 
in retail rates that would be permissible to obtain the required debt service 
coverage, all of which are proper in the light of other evidence of record, it 
is considered that the city has sufficiently discharged its burden of proof as 
to feasibility. 

The city makes no allowance for peak shaving. The evidence discloses that 
the existing propane-air gas plant has a capacity of 400 M. c. f. per day which, 
because of its small size, will be held principally for emergency reserve “or 
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cushion against errors.” It can, however, be used for peak shaving and “con- 
servatively” the city has reflected the full cost for its operation in its opera- 
tion expenses. It is not unreasonable to take this capacity into consideration 
in fixing the amount of natural gas to be reserved for this intervener. 

It is therefore found and concluded that public convenience and necessity 
require that 3,508 M. ec. f. of natural gas per day be allocated to the intervener, 
city of Lexington. 

City of Shelby, N. C.—The city of Shelby proposes to construct, own, and 
operate a municipal natural gas transmission and distribution system, and 
applies for an allocation of natural gas from Transcontinental, whose main 
transmission pipeline passes within a distance of 10 miles. The city’s pro- 
posed gas service area has a population of approximately 18,800, of which a 
relatively small proportion is located in the environs of Shelby, in the com- 
munity of Grover and the rural area along the proposed transmission line 
The city operates its own water, electric distribution, and sewer systems. 

Firm requirements before peak shaving range from an estimated 1,487 M. ec. f. 
per day in the first year of operations to 3,764 M. ec. f. in the fifth year, with 
larger amounts for following years. The city has also presented proposals 
With respect to projects based upon fourth and fifth year firm requirements, 
as well as a minimum project based upon estimated third year requirement of 
2,695 M. c. f. per day. 

The city’s presentation rests, in part, upon a survey which included a count 
of houses and small commerical establishments, interviews with representa- 
tives of large commercial and industrial establishments, and an investigation 
of fuel uses in schools and public buildings. 

For its original project, designed without regard to minimum requirements, the 
city proposed a system which, including construction costs and miscellaneous 
items, requires financing in an estimated amount of $2 million. The city’s mini- 
mum project consists of a system, the same in geographic scope, but down- 
sized in capacity to obtain certain reductions in cost and required financing in 
the amount of $258,700, thus: 


Original | Reduction | Minimum 


Transmission line . . ‘ $415, 000 $117, 000 | $298, 000 
Shelby distribution system -- ‘ acu sescnal! Apes 88, 000 1, 287, 000 
Grover distribution system. - pul 85, 000 3, 700 81, 300 
Peak shaving plant_ + 7 eel 125, 000 50, 000 75, 000 

2, 000, 000 258, 700 1, 741, 300 


On the basis of certain estimated revenues (which assume an increase in 
originally proposed firm and interruptible retail rates of approximately 8.7 
percent), cost of gas computed on the basis of Transcontinental’s G—2 rate, and 
expenses, less credit for peak shaving, the city obtains for its minimum project an 
expected coverage of 1.50 for debt service. The city’s financial witness testified 
to the effect that a coverage of 1.5 would provide reasonable assurance of 
marketability of the city’s proposed issue of 30-year, 4 percent revenue bonds. 

Maximum day requirements for the acceptable minimum project are composed 
of the following estimated loads (15° F., 1,000 B. t. u.) : 
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| 
Maximum Percent of 





day | total re- 
| quirements 
M.c. f. 
Residential _- : om CdgncSscalakauuekadkedebieae 1, 822 | 70 
Ce I incites ng in tees dnnntnnscansddanmednonnaenns <piendgradse gehen 438 | 17 
Large commercial and industrial...................--...---.-.... 272 10 
Schools and public buildings. - -- 94 3 
TUR REE... g nccccce ighpes ‘ ; editeccheans 2, 626 | 100 
eae a asian etka Oil Riininuiaieenees 
Total requirements... --. Cee cknce nas mhaNeaten ieee ann suagited Se OE Bsttacssadaucee 
Less peak shaving (20%)-.-.... cities cuneda nondite 538 naga 
Fee evi d ectinccddncd tcntcncnncsdnimenentadntnncee a Te cticciaietek 


Third year gas customers and annual loads are estimated as follows: 





Number Annual requirements 
of custom- |}———— — 
es Volume Percent 
M. c¢. f. 
Residential. ah ——— ‘ = wad 1, 843 149, 000 | 36 
Small commercial... - sii tihemacnuigian aaa ; 209 42, 800 10 
Large commercial and industrial: 
Firm... .. . psaee 28 83, 100 | 20 
Interruptible----..- ‘ x ia 9 134, 500 32 
Schools and public buildings-. se stdbeainatnanua 6 7, 200 2 
Total. ae aoe h ease iota maltiied Mipepedcmamnaememanatiaed 2, 095 416, 600 100 
Ricek ail GI Wikia niviiks bi xeccinchemicessnkdibedcnas | 10, 400 
Total requirements. --.-.-- a a a aaah nee 427, 000 


Third year residential customers represent 38 percent of estimated potential 
dwelling units, small commercial customers approximately 42 percent of an 
assumed potential of 75 percent of estimated establishments, and large com- 
mercial end industrial customers are out of a potential of 43 firm and 11 
interruptible users. 

The residential load includes house heating based upon an assumed satura- 
tion of 74 percent of estimated residential customers in the third year. The 
load is dominantly space-heating with the base load estimated to be comparatively 
small through the third year. Estimated large commercial and industrial use 
is largely a boiler fuel load. 

After an assumed 8.7 percent increase over originally proposed retail rates, 
estimated average revenues from residential sales are $1.28, small commercial 
$1.14, large commercial and industrial firms 74 cents, and interruptible sales 
33.8 cents. At approximately 54 percent load factor, the average cost of gas 
to Shelby under Transcontinental’s existing G—2 rate schedule would be 33.5 cents. 

The intervener, Brooklyn Union, contends that it would be discriminatory 
to allocate natural gas to Shelby on the basis of the estimated sales of natural 
gas for space heating while other interveners are subject to the limitations pro- 
vided by PAD order No. 2, A distinction between communities which have pre- 
viously not had gas distribution service and those which have, with respect to 
use of natural gas for space heating, is explicit in the order itself. It is not to 
be presumed that Shelby could not develop its mean third year load within 
24 months, and thus be within an exception to which it would be entitled if 
PAD order No. 2 did apply. 
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Staff counsel contends that there is no support for the conclusion that the 
project can attain the estimated sales and revenues under the rates proposed 
for Shelby’s minimum project, nor for the conclusion that the project can be 
financed with the coverage of 1.5. Uncontradicted testimony containing no 
intrinsic self contradiction is entitled to weight even without support, and on 
such a basis the intervener must be deemed to have discharged its burden of 
proof with respect to this issue. 

The estimates constituting the basis of the city’s presentation appear to be 
reasonable. 

It is found and concluded that public convenience and necessity require that 
an allocation of 2,155 M. c. f. per day be made in this proceeding to the intervener, 
city of Shelby. 

South Carolina Gas Co."—The Commission granted an allocation of 1,000 
M. c. f. of natural gas per day to this intervener, in prior proceedings involving 
Transcontinental, for service to Gaffney, S. C.™ 

In its first season with natural gas (1951-52) the company experienced a peak 
day requirement which, converted to a 10° F. design day, totals 801 M. ec. f. (1,000 
B. t. u.). While the company needs no additional allocation to meet estimated 
peak-day demands in 1952-53, it seeks an allocation in these proceedings of 
sufficient additional natural gas to provide it with a total of 1,281 M. ec. f. in 
1953-54 and 1,596 M. ec. f. in 1954-55, and larger quantities in the 2 following 
years.” 

Estimated load growth, 1952-55, is approximately 85 percent in space heating. 
Though the company makes allowance for approximately 10 percent peak shaving 
in its estimates for 1954-55, the evidence is that with the facilities now in place 
the company has actual peak-shaving capacity of approximately 500 M. ec. f. 
per day. 

With the 500 M. c. f. of peak shaving capacity testified to, there appears no need 
for an additional allocation to South Carolina Gas Co. at this time in excess of 
273 M. c. f. per day. 

On due consideration of the evidence of record it is found and concluded that 
public convenience and necessity require that an allocation of 273 M. ec. f. of 
natural gas per day be made to this intervener. 

City of Belton, S. C.—The city of Belton’s proposed gas service area has a 
population of approximately 4,700. The city is located approximately one-half 
mile from Transcontinental’s transmission pipeline. The proposed service area 
has no central gas distribution service. 

Belton’s presentation is based in part upon a survey which included a field count 
of residences, commercial establishments, industries, schools, and public buildings, 
as wellas interviews with representatives of the larger commercial and industrial 
establishments. 

The city proposes to construct, own and operate a lateral approximately 4,000 
feet in length to connect with Transcontinental’s main transmission pipeline and 
to transport natural gas to a point of delivery within city limits where it will be 
resold to a newly organized corporation, Natural Gas Co. of Western Carolina 

(hereinafter “Gas Co.”), for distribution within the service area. The city has 
issued to Gas Co. a franchise authorizing it to operate an intermediate-pressure 
natural-gas distribution system within the city for a term of 30 years. The 


52 A subsidiary of United Cities Utilities Co. 

% An amount equal to South Carolina Gas Co.'s estimated third yard requirement. 

™ Using u design temperature of 10° F. 

8 The city has undertaken a water and sewer extension program involving the fssuance 
of bonds and decided not to finance and construct a municipal natural gas system. 
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estimated cost of the city’s proposed lateral is approximately $28,000, and the 
estimated cost of construction of the distribution system, including miscellaneous 
items, is $380,000. The city proposes to finance its portion of the project either 
out of its general funds or by borrowing, and to obtain reimbursement by imposing 
a charge of from 1 to 2 cents per M. c. f. for its transportation of natural gas. 
The gas company expects to finance the cost of its portion of the project by the 
issuance of 4%4 percent bonds, 5 percent preferred stock, and common stock.” 

Gas Co.’s requirements consist of estimated maximum day demands ranging 
from 489 M. c. f. for the first year to 1266 M. c. f. for the fifth year of operations, 
before peak shaving. 

Requirements for an acceptable minimum project limited to third year maxi- 
mum day estimates are as follows (15° F., 1,000 B. t. u.): 


| 
Maximum Percent of 
day total 
requirements requirements 










M. c.f. 

Residential !.....__- 659 73 
Small commercial '_- 136 15 
Large commercial and industrial ? _.. 76 - 
Schools and public buildings_.... 36 4 

Total loads 3 q ‘ 907 100 
Lost and unaccounted for_... bhokeeaen ‘ 23 

Total requirements. -- ; 930 
Less peak shaving (20%%)-...- SS a 186 

Net requirements_...-.- ‘ ; : 744 


1 The percentage of load attributable to space heating is the same in the instance of residential and small 
commercial as estimated with respect to Kings Mountain, supra. 
2 41 percent space heating—mainly a boiler fuel load. 


Customers and the annual loads estimated for the third year of operations are: 


: Annual requirements 
Number of 
customers 













Volume Percent 
M.¢. f. 

Residential . _. ; 666 53, 900 50 
Small commercial... cated 61 12, 500 11 
Large commercial and industrial 

Firm..... : ‘ i 7 13, 700 | 12 

Interruptible _ .. 2 25, 700 24 
Schools and public buildings. 3 900 | 3 


Total. , , pest 739 108, 700 100 
Lost and unaccounted for. de 2, 700 4 





Ts dais ekctattctacdeneta sith aT a 111, 400 


It is estimated that domestic gas customers would constitute during the thir 
year of operations 50 percent of “effective” dwelling units, and that 40 percent of 
the homes would install natural gas for complete house heating—with lowe) 
saturations for other domestic uses. It is also estimated that commercial cus- 
tomers in the third year of operations would represent 50 percent of small com 
mercial establishments, that the firm large commercial and industrial load would 
represent the attachment of 7 out of 9 selected potential consumers, and that the 
interruptible load would represent the attachment of at least 2 out of 3 textile 


In the proportion, probably, of 53 percent bonds, 21 percent preferred, and 26 percent 
common. 
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plants although sales of 25,700 M. c. f. estimated for the latter are considerably 
less than the computed gas equivalent of the annual fuel requirements of the 
three plants. 

The city estimated that a minimum project of the same scope as the original 
would require an increase in the original computed rate for retail firm sales of 
approximately 10.5 percent, and in that for interruptible sales of approximately 
10 percent. While with this increase the margin of savings for the interruptible 
industrial user on a fuel for fuel basis would appear to approach the vanishing 
point, there would also appear to be some further adjustment possible in the 
relative increases between retail firm and interruptible sales. The city’s finan- 
cial witness testified that the minimum project would be feasible on a third year 
operating basis. 

It is contended by the intervener Brooklyn Union that if certain items, which it 
questions, were not included in the rate base, then bond and preferred stock 
coverages would be substantially reduced. It would appear reasonable to infer, 
however, that the noninclusion of all but one of such items in the rate base would 
lead to a reduction in the capital requirements of the company, and that with 
respect to the remaining item (capitalized preferred dividends during construc- 
tion and development periods) the effect upon return would be of relatively 
little importance. Brooklyn Union also contends that if the rate of deprecia- 
tion were 314 percent based on the life of the 30-year franchise, the coverage on 
the bonds would be reduced from 1.64 to 1.47 under third year conditions. 
However, it appears that without consideration as to possible accumulation of 
earnings to the depreciation fund, coverage could be restored by an increase in 
firm retail rates of approximately 5 percent more. Staff counsel contends that 
the city has no standing in this proceeding as it is not the distributor. Staff 
counsel is apparently further opposed to the application on the ground that the 
gas company is a paper corporation, and on the further ground that the engineer- 
ing witness, allegedly, was not authorized to testify on behalf of the latter. These 
matters relate essentially to the question of the city’s ability to enforce discharge 
by the gas company and its organizers of commitments under the ordinance issuing 
the franchise which was duly accepted. It is not to be assumed that the city will 
not be able to do so. It is therefore found that the city does have standing, and 
that the gas company is not a necessary party to these proceedings. 

Deficiencies estimated with respect to the gas company’s inability to earn 
sufficient to obtain a 6 percent return in the first 2 years of operations do not 
appear, upon the evidence received in this proceeding, to present the company 
with an insuperable difficulty. 

With respect to the provisions of PAD order No. 2, the evidence is, substantially, 
that this order is not in effect in either North or South Carolina.” 

It appears that the estimates submitted on behalf of the city in this proceeding 
are reasonable and that the intervener, Belton, has discharged its burden of 
proof with respect to establishment of feasibility of the project. 

It is found and concluded that an allocation to the intervener, city of Belton, in 
the amount of an estimated maximum day demand of 744 M. c. f. of natural gas 
is required by public convenience and necessity. 


& Further, the order provides a 24-month period following the date of commencement of 
natural gas service, in any community which previously had not had any gas distribution 
service, for the installation or conversion to natural gas of central space heating equipment. 
This would require the gas company to expedite its load building program by some 6 
months, but this task would not necessarily jeopardize the project—that is, if the order 
applied. 
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Fort Hill Natural Gas Authority, S. C—The Authority is composed of seven 
member municipalities—Easley, Seneca, Williamston, Liberty, Pendleton, Clem- 
son, and Central, all of South Carolina,™ having an estimated total population of 
24,700." Within the service area are approximately 778 small commercial estab- 
lishments, 24 potential large commercial firm gas consumers, and 15 large textile 
mills-as potential interruptible gas consumers. Some of the individual munici- 
palities, including the larger community of Easley, own and operate electric 
distribution and water systems, but there are no central gas distribution systems 
in the area. 

The Authority’s proposed natural gas facilities consist of (1) approximately 
52 miles of transmission system to begin at a point of connection with Transcon- 
tinental’s main pipeline 3.4 miles south of Williamston and extend through or near 
West Pelzer, Pelzer, Easley, Liberty, Norris, Central, Clemson, Clemson College, 
and Seneca, with a 3-mile spur from Seneca to Pendleton and (2) local distribu- 
tion systems to serve member municipalities. 

Firm requirements of the proposed system ranged from an estimated 2,591 
M. ec. f. per day in the first year of operations to an estimated 6,319 M. c. f. per 
day in the fifth year, with larger totals for later years. The estimated cost of 
this system, including transmission, distribution, peak-shaving facilities, and 
miscellaneous items totals $4 million. 

For a minimum feasible project the Authority proposed a system, the same in 
Scope, but substantially down-sized as to capacity, estimated to cost $325,000 
less, or $3,675,000. 

The Authority’s presentation in this proceeding is based, in part, upon a de- 
tailed survey which included a field count of all residences, commercial estab- 
lishments, schools, public buildings, and interviews with industries located in 
the gas service area. 

With respect to the minimum project, on the basis of estimated revenues, based 
upon increases in originally proposed retail sales,” cost of gas computed on 
the basis of Transcontinental’s G-2 rate, and expenses, less credit for peak 
shaving, the Authority estimates a minimum coverage of 1.50 for debt service. 

The financial witness testified that the Authority’s proposed issue of 30-year, 
4 percent revenue bonds to finance the project would be saleable by the Authority 
with a coverage of 1.50. Although this testimony is not consistent with earlier 
testimony by the same witness that minimum coverage should be from 1.70 to 1.80, 
his subsequent opinion is supported by his testimony, taken as a whole, con- 
cerning a conditional commitment entered into with the Authority by a group 
of investment bankers, of which his firm is one, to purchase such bonds when 
issued. 

Maximum day requirements of the Authority’s minimum projects are estimated 
to be 4,100 M. c. f. representing approximately one-half of the sum of third and 
fourth year requirements thus (15° F., 1,000 B. t. u.) : 


The Creating Act, passed by the South Carolina Legislature in early 1952, established 
a municipal corporation, consisting of certain member towns in the three counties of 
Anderson, Aconee, and Pickens, S. C., empowered, among other things, to construct and 
operate a system of transmission lines and distribution facilities designed to serve its service 
area. Negotiations with the communities of West Pelzer and Norris were being had at the 
time of this hearing looking to their becoming members of the Authority. 

% The transmission line is designed with capacity sufficient to permit future extension 
of service to Piedmont, Pickens, Westminster, and West Union, S. C., including adjacent 
rural areas and mill villages. 

© Including a 16 percent increase over originally proposed firm retail rates and a 10 
percent increase over interruptible rates. The 16 percent is an interpolation based upon 
testimony as to the increase required in the instances of allocation for third and fourth 
year requirements, respectively. 
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Fourth Percent 
year of total 
load 


-&f. M.¢. f. Average 
Residential !___- 4 3, 692 

Small commercial... _- piibbalioiane saldads ; RO4 
Large commercial and industrial *__...........-- jak 26 320 
Schools and public buildings ? 23 320 
Total load (shetbabwennaenwennaaaeneh | 5, 226 | 
Lost and unaccounted for ; ‘ 





Mean......... F 
Less peak shaving ¢_- 





Net requirements 





195 percent space heating. 
2 34 percent space heating. 
3 100 percent space heating. 
4 Approximately 20 percent to a 1,000 M. c. f. limit, 


The average estimated third and fourth year customers and annual loads are 
as follows: 





Annual requirements 
Customers 


| 
| 
| 


Volume | Percent 


| M.c.f. 
Residential - 5 Siemens cea aeSuabatien 3, 495 286, 800 | 
Small commercial... ‘ site sic saeel 382 | 1 $1, 400 
Large commercial and industrial: | 
Firm ont bole pele dulek dni hentniataknghaies a ot 20 2 64, 100 
Interruptible he Pe alta i td tees ar (3) 4 348, 900 | 
een | 8351, 100 | 
Schools and public buildings... ___- ; ; 30 | 21, 400 


Total..... il asi dca eb eget inaada sta eipaliomiacn ak ‘ _ 3,927 | 1,153,700 | 
Lost and unaccounted for.................- Saeed 60, 700 


Total requirement Hite | 1,214, 400 | 


179 percent space heating. 

217 percent space heating. 

3 One or more. 

4 The average of the estimates for the third and fourth year given for the original project. 

§ An additional amount to obtain a 65 percent annual load factor assumed by the witness in calculations 
for the minimum feasible project. 


Residential customers in the third and fourth years are 38 percent and 42 
percent, approximately, of the respective potential dwelling unit customers, 
small commercial customers are 41 percent to 46 percent approximately of esti- 
mated small commercial establishments, firm large commercial and industrial 
customers are out of some 24 existing establishments, and interruptible customers 
embrace all of some 16 listed in the witness’ exhibit, plus 3 others out of an 
additional 11 referred to in the testimony. 

istimated average rates per M. c. f. prior to required increases (supra) are: 

RUIN sitio Leaaiiect abd dette tata bisbiliecdtihiok tathediniaiaiiias $1.18 
Small commercial 
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The average cost of gas to the Authority, assuming 65 percent annual load 
factor, under Transcontinental’s present G-2 rate schedule would be approxi- 
mately 31 cents per M. c. f. 

If the Authority did not succeed in adding an amount of off-peak load 
sufficient to obtain an annual load factor of 65 percent, other reasonable means 
are available for having the project on a sound economic basis, including either 
downsizing other portions of the transmission facilities, or further increasing 
firm retail rates to a practical limit of approximately 22.5 percent over rates 
originally proposed. It is contended by certain of the participants in this pro- 
ceeding that it would constitute unfair discrimination to allocate any larger 
amount to the Authority than that estimated for third year requirements. The 
alleged discrimination would involve allocation of an amount of natural gas 
equal to half the difference between 3,801 M. c. f. (after peak shaving) estimated 
for third year maximum day requirements and 4,487 M. c. f. similarly estimated 
for fourth year requirements, or approximately 350 M. c. f. for the peak day. 
Third year requirements, as an equitable basis for allocating natural gas to 
minimum projects, constitute an acceptable standard for such purposes if reason- 
ably applied. Rigid use of such a standard in this instance would result only in 
a complete denial to these communities of ‘natural gas service, and the granting 
of the Authority’s request would conceivably deny to certain other interveners a 
wholly insignificant aliquot part of an already relatively insignificant portion of 
natural gas. 

It is therefore found and concluded that public convenience and necessity 
require that an allocation of 4,120 M. ec. f. of natural gas per day be made 
to the intervener, Fort Hill Natural Gas Authority. 

Town of Fountain Inn, S. C.—The town of Fountain Inn lies 1 mile from 
Transcontinental’s main transmission pipeline. The population of the town and 
environs is approximately 2,000, and that of its trading area approximately 
10,000. It is both an agricultural and industrial community. 

The town operates its own water and sewer systems. Gas use in the com- 
munity is confined to so-called “bottled gas.” 

The proposed municipal natural gas system would be financed by an issue of 
revenue bonds totalling an estimated $200,000. The town originally assumed a 
peak-day load leveling off at the 10th year, but subsequently submitted an alter- 
nate project involving a natural gas supply limited to estimated third year 
requirements to serve some 444 residential and small commercial customers and 
6 medium commercial customers. The town estimates third year maximum day 
demands of 429 M. c. f. and annual consumption of 45,988 M. c. f., exclusive of 
possible interruptible industrial sales. 

The town has proposed to establish a rate schedule providing an annual average 
revenue of $1.20 per M. c. f. from residential and small commercial sales, and $1 
from medium commercial sales. On the basis of resulting estimated gross 
revenues, 30-year term for amortization, 4 percent bond interest, gas purchase 
cost computed on the basis of Transcontinental’s present G-—2 rate, estimated 
cost of service connections ending after the third year, and annual operation and 
maintenance estimated at $8,300, there is obtained an estimated debt service 
coverage of approximately 2.2 times. The lowest coverage testified to as ac- 
ceptable for financing this project was 1.75 times.” 

With respect to the heating load in the residential and commercial classi- 
fications, in the third year some 90 percent of the total peak day load, there is 
assumed a heating saturation of 100 percent, on the ground that such a satura- 


6 Testimony as to a coverage as low as 1.5 times for this project was inconclusive. 
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tion is not an uncommon phenomenon in the South. This portion of the witness’ 
testimony, however, excepts the Carolinas and is unsupported. Such a satura- 
tion as this testimony presents is uncommon in this case, vitally concerns the 
issue of feasibility as to this project, and support for it should have been 
provided in the testimony. 

Operation and maintenance expenses in the amount of $8,300 a year Lave been 
estimated for the entire term of the project. 

Within the limits of assumptions as to space-heating saturation which would 
be proper in the light of other evidence of record and in view of the evidence 
as to the practicable limit of increases in originally estimated retail rates, 
it is not considered that the intervener has sufficiently discharged its burden 
of proof as to feasibility. 

It is therefore found and concluded that public convenience and necessity 
does not require that natural gas be allocated or reserved in this proceeding 
for the benefit of the intervener, the town of Fountain Inn. 

City of Greer, S. C.—The city of Greer located about 11 miles from Transcon- 
tinental’s main transmission pipeline, proposes to construct, own, and cperate a 
natural gas transmission and distribution system to serve Greer, the town 
of Duncan, and the unincorporated communities of Lyman and Startex Mill 
Village. Greer has approximately 87 industries, textile and diversified, 295 
licensed businesses, and, together with its environs, a population of approxi- 
mately 11,300. The proposed gas service area has a total population of ap- 
proximately 15,900. 

The city operates electric distribution, water, and sewer systems. No central 
gas distribution system serves the area. 

Greer proposes a natural gas transmission and distribution system consisting 
of a 15-mile lateral, extending from a point of interconnection with Transcon- 
tinental’s main transmission pipeline, with approximately 1 mile of spur lines 
to serve Lyman and Startex Mill Village, respectively, distribution facilities 
in Greer, Lyman, and Startex Mill Village, and facilities to serve rural cus- 
tomers along the transmission route. 

The project would require financing in an estimated total of $1,830,000, and 
for it there would be required an allocation sufficient to enable it to meet estimated 
maximum day daily demands for the fifth operating year in the amount of 
2,355 M. ec. f. after 20 percent peak shaving.” 

For a minimum project the city proposes a system which, eliminating the 
Startex Mill and Mill Village, would reduce financing as follows: 








Original Reduction | Minimum 
estimate project 





Transmission 
Spur to Pacific Mill___- 
Greer distribution 


Lyman distribution 
Startex Village distribution 
Peak shaving plant 








®2 As in the instance of certain other interveners in this proceeding, the city’s presenta- 
tion is based, in part, upon a survey which included a field count of residences, commercial 
establishments, industries, schools, and public buildings, as well as interviews with repre- 
sentatives of the larger commercial and industrial establishments. 
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Greer estimates third year maximum day requirements for its minimum project 
to be 2,134 M. c. f. (before peak shaving of 20 percent) as compared with an 
estimate of 2,284 M. ec. f. for the original project. The combined estimates for 
Greer, Lyman, and Duncan are (15° F., 1,000 B. t. u.) : 


Total | Percent of 

} maximum | total 
day | demands 

requirements 





M. c. f. 
Residential Sesieosll 1, 516 
Small commercial... .....--- cecil 277 | 
Large commercial and industrial_.................-- | 166 | 


‘et 


Total load 2, 036 | 
Unaccounted for............-..-.. 98 


 inienckcnitndaddsacsdsitedsaninndtinmbedkadabtinns | 
Less peak shaving 


Net requirement 








The city estimates third-year gas customers and annual loads for itself, Lyman, 
and Duncan as follows: 


Number Annual requirements 
of 
customers 


Volume | Percent 





M.c. f. 
Residential - _ - ; danain 1, 530 123, 900 | 
Small commercial..-----.--- 26, 900 
Large commercial and industrial: 
‘i 12 40, 100 
3 66, 800 
1 229, 400 | 
ERNE PS WR inicteciccdkccscestetscctetismeeentinpinnt 6 | 6, 000 


0 ae 
Unaccounted for 


I iiiccncina ncnsscstasisasinnaimsicnu mcs . 





1 Approximate sales to Pacific Mills to obtain 65 percent annual load factor assumed in estimates relating 
to third year-operations 


Estimated residential customers in the third year represent 38 percent of esti- 
mated dwelling units deemed potential customers; small commercial customers 
113 out of 272 establishments at Greer, 7 out of 17 establishments at Lyman, and 
11 out of 27 at Duncan considered potential customers. Large commercial and 
industrial (firm) represent a selection of 12 out of 15. 

With respect to the latter project, on the basis of estimated revenues after 
providing for an increase in its originally proposed retail rates of 11.8 percent @ 
cost of gas computed on the basis of Transcontinental’s G-2 rate and expenses, 
less credit for peak shaving, the city obtains an expected coverage of 1.45 for 
debt service. The city’s financial witness testified that the city’s proposed issue 
of 30-year, 4 percent revenue bonds would be marketable on the basis of a debt 
service coverage ratio of 1.5 percent. The city’s engineering witness testified that 
the required 1.5 percent coverage could be obtained by a further increase in retail 
rates within a limit of 20 to 22 percent over those proposed with respect to the 
city’s original project. 

® Increasing firm rates by 11.8 percent and the interruptible rate a maximum of 10.5 
percent. 
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It appears that the city’s witness computed his estimated gross revenues upon 
the basis of 65 percent annual load factor and an assumption that the required 
interruptible would be made up by textile plants at Greer but, principally, by the 
Pacific Mills (textile) at Lyman. The amount which would have to be sold to 
Pacific Mills is of the order of magnitude of some 230,000 M. c. f. during the third 
year of operations and thereafter. It is conceded on the part of the city that the 
project would not be feasible without a commitment from Pacific Mills to take the 
amount of interruptible the estimates indicate are required. The Mill has not 
given such a commitment, though it appears from the testimony that the city’s 
representatives were awaiting word from the board of directors of the Mill as 
to such a commitment during the hearing, and the hearing proceeded for another 
10 days without offer of proof with respect to such a commitment being tendered. 

It is found that the intervener has failed to establish the economic feasibility of 
its proposed project. It is further found and concluded that public convenience 
and necessity does not require that an allocation of natural gas be made in this 
proceeding to the intervener, city of Greer. 

Greenwood System, Greenwood, S. C.—The city of Greenwood proposes to 
construct, own and operate a lateral transmission system consisting of approx- 
imately 55 miles of 10-inch, 6-inch, and 4-inch high pressure pipelines for the 
purpose of making deliveries to (a) distribution systems to be constructed, owned 
and operated by the city in its own area and environs, as well as in the towns of 
Donalds and Hodges, in the unincorporated community of Ware Shoals, and in 
certain rural areas, (b) to the city of Abbeville for that city and the town of Due 
West, and (c) to the towns of Honea Path, and Ninety Six, as well as to two 
brickyards and a county-owned electric generating plant on the Saluda River.” 
All of the foregoing communities are located in South Carolina. 

It is proposed that distribution facilities in Abbeville, Due West, Honea Path, 
and Ninety Six be constructed, owned and operated by the respective munici- 
pality. The transmission lateral, which would extend from Greenwood’s lateral 
at Donalds to Abbeville via Due West, would be constructed, owned and operated 
by the city of Abbeville.® 

The city of Abbeville, and the towns of Due West, Honea Path and Ninety Six 
intend to purchase natural gas directly of Transcontinental, for delivery by 
Greenwood. Greenwood proposes to purchase natural gas for its own require- 
ments, and those of customers in Donalds, Hodges, Ware Shoals, the rural areas, 
the two brickyards, and the electric generating plant. 

The population to be served by the city of Greenwood’s distribution systems 
(retail) is approximately 27,600.% The population to be served in communities 
obtaining natural gas wholesale by deliveries from the Greenwood transmission 
system total approximately 10,700 more.” The amount of investment which it is 
estimated would be required for all of these transmission laterals, distribution 
systems, and the Greenwood peak shaving plant is approximately $5,145,000. 

Abbeville and Due West.—The city of Abbeville proposes to construct, own and 


“The towns of Honea Path, Donalds, and Hodges lie on the 10-inch main lateral from 
Transcontinental’s facilities to Greenwood. Honea Path is first along that section, then 
Donalds approximately midway, Hodges, and Greenwood. At Greenwood the lateral, in 
effect, reduces in size to 6 inches and continues on, via Ninety Six. to two brickyards, and 
thence to the electric generating plant. The unincorporated community of Ware Shoals 
would be served by a 4-inch lateral extending northeast of Donalds, and the towns of Due 
West and Abbeville by the 6-inch Abbeville lateral extending south from Donalds. 

® Abbeville would transport natural gas for delivery to Due West. 

* Greenwood 20,100; Donalds and Hodges 700: Ware Shoals 3,800: and rural 3,000. 

% Abbeville 5,400; Due West 600; Honea Path 2,800; and Ninety Six 1,900. 
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operate a 15-mile, 6-inch lateral to connect with Greenwood’s 10-inch lateral at 
Donalds, and to transport natural gas for delivery to Due West and for the 
requirements of its own community. Besides an original project involving an 
estimated investment of $750,000“ in transmission and distribution facilities 
and incidentals, the city formulated certain alternate projects based upon the 
allocation of quantities of natural gas limited to third year requirements for 
Due West (315 M. c. f.) and either third (1,949 M. ec. f.), fourth (2,135 M. e. f.), 
or fifth year (2,297 M. c. f.) requirements for Abbeville.” These alternates 
involve in each instance a downsizing of Abbeville’s proposed transmission and 
distribution facilities at an estimated saving in investment of some $91,000. 

The Abbeville-Due West systems would serve an estimated 814 customers in 
the third operating year, including 706 residential, 93 small commercial, 6 large 
commercial and industrial customers, 6 schools and public buildings, and, as 
additional firm customers, the Abbeville textile mill and Erskine College at Due 
West. Estimated third year maximum day requirements total 1,901 M. c. f. at 
Abbeville and 307 M. c. f. at Due West, with some additional 56 M. ec. f. in line 
losses. The maximum day demand of the mill totals some 49 percent of total 
maximum day requirements at Abbeville, and that of the college some 44 percent 
of such requirements at Due West. Estimated annual requirements for this 
same year total (city and town) 359,800 M. c. f. of which those for the mill and 
college combined represent 71 percent. 

The Abbeville-Due West system would not be feasible if the Abbeville mill was 
not connected as a customer. 

The mill was not represented at the hearing, and no commitment or statement 
of intent on part of the mill to take firm natural gas was tendered in evidence. 
Estimated savings in cost of fuel to the mill are computed by the city’s engineering 
witness to be less than 1 percent, and testimony, as to the use the mill would 
make of natural gas and the economic justification and advantages attendant 
thereupon, is limited, in effect, to the simple statement of the same witness that 
natural gas would be used by the mill under boilers for drying and slashing. 

The interveners, city of Abbeville and Due West, have failed to sustain their 
burden of proof on the issue of feasibility of their project. 

There is, moreover, no basis in evidence for a finding that firm service to the 
mill, as is here tentatively proposed, is required by public convenience and 
necessity. 

The request for an allocation of natural gas for the Abbeville-Due West project 
is hereby denied. 

Ware Shoals.—The unincorporated community of Ware Shoals lies approxi- 
mately 5 miles to the northeast of Greenwood’s proposed 10-inch lateral at 
Donalds, is substantially a mill village, and has been included in Greenwood’s 
proposed system on the basis of the interruptible load estimated for a textile mill 
located in the community. 

In the third operating year, Greenwood would serve at Ware Shoals an esti- 
mated 602 customers, including 543 residential, 50 small commercial, 5 large 
commercial and industrial customers, 3 schools and public buildings, and, as an 
interruptible, the textile mill. Estimated maximum day demands for the third 
year total 778 M. ec. f., and estimated annual firm requirements for the year 
81,500 M. ec. f. Interruptible deliveries to the mill are estimated at 122,600 
M. c. f. or approximately 60 percent of estimated third year sales in the 
community. 


® The investment required for the distribution at Due West is an additional $65,000. 
® Only the fifth year proposal was deemed feasible by the city at the time of hearing. 
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It is inferred that the natural gas involved in mill deliveries would be used 
for space heating, and drying and slashing. However, no representative of the 
mill testified in these proceedings, and no intent or commitment to take natural 
gas was stated on its behalf. The evidence in this proceeding, therefore 
would not justify an allocation of natural gas to the mill on the ground of public 
convenience and necessity. It was further testified that, without allocation of 
natural gas to the mill, the Ware Shoals lateral “might” not be constructed. 
Absent decision in that matter by the City of Greenwood, no allocation of natural 
gas would be justified for service to Ware Shoals. 

Honea Path.—The town of Honea Path is situated on Greenwood’s proposed 
10-inch lateral approximately 10 miles from the intended connection of that 
lateral with the facilities of Transcontinental. The town proposes to purchase 
its natural gas supply directly from Transcontinental, receiving delivery thereof 
from the transmission facilities of Greenwood. It is estimated that in the third 
operating year the town would serve 457 customers, including 415 residential, 
33 small commercial, 4 large commercial and industrial customers, 3 schools 
and public buildings, and 2 mills. 

The town estimates maximum day requirements to be 659 M. c. f. in the 1st 
operating year, 919 M. c. f. in the third, and 1,102 M. c. f. in the fifth year, and 
annual requirements to be 128,700 M. c. f. (first year), 151,700 M. c. f. (third 
year), and 168,400 M. c. f. (fifth year). 

The two textile mills (Westover plant and Chiquola mill) are to be served 
as firm customers an estimated total of 349 M. c. f. on the third year maximum 
day and an estimated 99,300 M. c. f. during all of that year. In the third year, 
therefore, total mill requirements constitute an estimated 37 percent of all firm 
requirements on a maximum day, and an estimated 65 percent of total annual 
requirements. Data with respect to the Westover plant tendered and received 
in evidence does not permit of a determination, without unsupported assump- 
tions, of the savings that would accrue in converting from oil to natural gas.” 
Data received with respect to the Chiquola mill indicates that substantial sav- 
ings would accrue to that mill by a conversion of fuel. However, no represent- 
ative of the mills testified and the evidence does not show that either mill has 
any express interest in taking natural gas on a firm basis. Whether conversion 
would improve mill production, or redound to the advantage of the public, or is 
otherwise in the public interest cannot be determined from the evidence of 
record in this proceeding. Evidence is also lacking that service to the town 
would be feasible without the proposed service to the mills. 

No allocation of natural gas to the town would be warranted on the evidence 
in this proceeding. 

Ninety Siz—The town lies approximately 10 miles to the southeast of Green- 
wood on the 6-inch continuation of the 10-inch main lateral. 

The town estimates that it would serve, by means of its proposed distribution 
system, some 300 customers in the third year of operations, including 266 resi- 
dential, 27 small commercial, 2 large commercial and industrial customers, 4 
schools and public buildings, and on an interruptible basis, a textile mill. Esti- 
mated maximum day requirements total 216 M. c. f. for the first operating year, 
387 M. c. f. for the third, and 503 M. c. f. for the fifth year. Annual requirements 
are estimated to be 19,700 M. c. f. (first year), 62,600 M. c. f. (third year) and 
73,300 M. c. f. (fifth year). The town proposes to purchase its supply of natural 
gas directly from Transcontinental, receiving delivery thereof from Greenwood’s 
transmission facilities at the town gate. 


7 The Westover plant was under construction at the time of the survey. 
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Greenwood’s proposed 6-inch lateral would also extend beyond Ninety Six 
for the purpose of serving two brickyards, and the Buzzards Roost electric 
generating plant. The evidence is that without the two brickyards the 6-inch 
extension and service to Ninety Six would not be economically justified. 

Greenwood includes the two brickyards as system firm customers, with esti- 
mated demands, on a maximum day in each year, of 1,070 M. c. f., and 
estimated annual requirements of 324,000 M. c. f. 

The yards were not represented at the hearing, no commitment or statement of 
intent to take natural gas on a firm basis was tendered on their behalf, and, 
aside from testimony by the city’s engineering witness consisting of the mere 
statement that, if the yards were converted from oil, natural gas would be used 
for prekiln drying and burning of brick, and further testimony to the effect that 
by such conversion the yards would realize ah estimated savings in the cost of 
fuel of some 17 percent, there is no evidence a@s to the economic justification or 
advantage to be derived by the yards or the public from conversion of the yards 
to natural gas on a firm basis. No finding can be made from the evidence sub- 
mitted and received in this proceeding that ~.m natural gas service to these yards 
is required by public convenience and necessnty. 

The proposal to serve the Buzzards Roost powerplant presents corresponding 
aspects leading to the same conclusion reached with respect to the brickyards. 

The evidence in the proceeding does not justify, and would not support, a finding 
that public convenience and necessity require that natural gas service be 
rendered to the town of Ninety Six in the manner here proposed. 

Greenwood.—The city of Greenwood, county seat of Greenwood County, S. C., 
owns and operates, through a commission of public works, an electric distribution 
system, a water purification, storage and distribution system, and a propane-air 
gas distribution system with a service area covering approximately 10 percent of 
the city, serving 638 residential customers (of which 284 or more are space heating 
customers), and 80 small commercial customers. Principal industries are textile 
mills and plants. 

In addition to its presentation with respect to the original project relating 
to the overall distribution and transportation services above described, the city 
also submitted evidence with respect to five proposals of varying scope serving 
varying maximum day demands and involving, in differing order, the omission 
of Abbeville, Due West, Ware Shoals, and Ninety Six. 

There remains for consideration a proposed minimum project embracing dis- 
tribution of natural gas in Greenwood, Donalds, Hodges, and certain rural 
areas, but downsized to provide a fifth year system capacity and a reduction in 
required investment of approximately $362,000, as follows: 


Original | Reduction | Minimum 
| 





Greenwood: | | 
Transmission .-.......... ‘ —_— | $1, 455, 000 $275, 000 $1, 180, 000 
Distribution 1, 450, 000 37, 000 1, 413. 000 

Donalds and Hodges: Distribution... 50, 000 |... 50. OO) 

Peak shaving plant. ; 200, 000 50, 000 15), 000 


3, 155, 000 362, 000 2, 793. 000 


On the basis of estimated revenues, cost of gas purchased computed on the 
basis of Transcontinental’s CD-2 rate, and expenses, less credit for peak shaving, 
the city derives for the minimum project here under consideration, plus trans- 
portation for Honea Path an expected coverage of 1.5 for debt service on the 
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city’s proposed issue of 30-year, 4 percent revenue bonds in the amount of 
$2,793,000. Though, in accordance with the preceding findings and conclusions 
with respect to Honea Path the proposed transportation service for the town 
be removed, consideration of matters in evidence relevant to this subject demon- 
strates that the foregoing 1.5 coverage can yet be maintained in the manner 
hereinafter described. The city’s financial witness testified, in effect, that his 
investment firm would be willing to finance a minimum project providing such 


covera ce. 
Maximum day requirements for the foregoing project are composed of the 
following loads (15° F., 1,000 B. t. u.) : 


Approxi- 
Maximum mate per- 
day cent of total 
load 


M. c.f. 
tesidential _- _ ; rattles 4, 160 


Small commercial... -._-- —— 584 
Large commercial and industrial___- , ; 2 650 
Schools and public buildings--.-. 229 

NT 5 dean eomatst Viehhenunewe cna 5, 623 
Lost and unaccounted for__.--- 


Total distribution requirements. -- 
Transmission losses-.- ih 


Total requirements... 
Less peak shaving (207%) 


DIRE PORIIIIIIE,. ccc ctcisncccsesctnedscsassinienins sine tuidubmciats gracias | 


Third year gas customers and requirements are estimated as follows, after 
omission of firm and interruptible requirements at Ware Shoals, and the firm 
requirements of the two brickyards and the electric generating plant at Buzzards 
Roost: 


| Annual requirements 
}; Customers en 


j 
| Volume | Percent 


| 


| M.c.f. 
Residential . ‘cine daliiwindineiemnabittleartee Bante sabacdanel 4, 201 | 340, 000 


Small commercial -.- ecccenses soaee i 262 52, 000 | 
Large commercia! and industrial: | } 
Interruptible - --- 6 695, 300 | 
12 17, 500 


Firm - abana aaa ttl celiiaaliaiglebin nett mde 28 105, 000 | 
| 


Total loads... ; aie oe | 1,209, 800 | 
Lost and unaecounted for: | | 


Distribution sapiens on Geliecipesia a | 
Transmission - - . chon . mn atte occas ea 30, 500 


Total requirements. ------ . senece a5naeses 1, 251, 800 


The foregoing residential and small commercial customers represent sub- 
stantially 58 percent of dwelling units and potential establishments, respectively. 
Large commercial and industrial customers (firm) represent 28 out of 37 
potential customers listed, with an annual load of some 75 percent of the total 
market estimated to be potentially available. The above estimated large com- 
mercial and industrial interruptible sales constitute 31 percent of a potential 
space heating and processing market of 2,275,380 M. ec. f. per year computed on the 
basis of an assumed 100 percent conversion to natural gas by six textile mills 
and plants located in and about Greenwood. 
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Residential house heating represents 96 percent of total residential peak day 
use estimated on the basis of an assumed space-heating saturation of 86 percent of 
residential customers (Greenwood). Small commercial space heating represents 
an estimated 92 percent, large commercial and industrial space heating 65 
percent, and schools and public buildings space heating approximately 100 
percent, of maximum day requirements in each respective category. The firm 
large commercial and industrial load is 90 percent boiler fuel use. The inter- 
ruptible load includes some amount of space heating but principally represents 
boiler fuel use for textile drying and slashing. 

The larger mills in the area have had it represented to the city on their 
behalf that they are interested in natural gas on an interruptible basis for 
heating and processing. Despite the omission of the interruptible load at 
Ware Shoals in accordance with a preceding consideration, the addition of a 
reasonable amount of interruptible load at Greenwood over that now appearing in 
the above tabulation, accompanied possibly by some increase in proposed rates 
within margins testified to in this part of this proceeding, would assure the 
requisite minimum coverage of 1.5 for debt service testified to by the city’s 
financial witness. 

At 65 percent system load factor (before peak shaving), it is estimated that the 
cost of natural gas purchased by the city under Transcontinental’s G-2 rate 
schedule would be approximately 30 cents per M. c. f. 

Before any increases required to maintain coverage for debt service, it is 
estimated that average revenue from residential sales will range from $1.18 
per M. ec. f. (Greenwood) to $1.235 per M. c. f. (other areas), small commercial 
customers $1.05 per M. c. f. (Greenwood) to $1.08 (other areas), and from 
large commercial and industrial customers (firm) will be $0.73 per M. c. f. (Green- 
wood). Such average cost of gas represents within each classification substantial 
price advantages over oil and butane, but small price disadvantages with respect 
to coal. Natural gas service to customers in Greenwood would cost approximately 
50 percent less per month as compared with the present cost of propane-air 
gas now distributed over a limited area. 

The estimated costs of construction appear reasonable. 

Contentions by interveners that an allocation of natural gas to Greenwood 
would constitute discrimination in the field of space heating and that maximum 
day natural gas requirements of the city can be further reduced by increased 
amounts of peak shaving from existing propane-air gas facilities, and staff's 
contention, in effect, that the city has not proven feasibility, are none of them 
substantially supported by the record. 

On the basis of the evidence received, and inferences reasonably to be 
drawn therefrom, it is found and concluded that the city of Greenwood has 
sustained its burden of proof with respect to feasibility of a minimum project, 
and it is further found that such a project is one requiring an estimated 4,717 
M. c. f. in the third year of operations (after peak shaving). 

On due consideration of all the evidence offered and received in support of 
the requests for allocations of natural gas by communities included in the so- 
called Greenwood System, it is found and concluded that public convenience and 
necessity require an allocation of natural gas in the amount of 4,717 M. ¢. f. per 
day for the proposed minimum Greenwood project, but does not require an 
allocation of natural gas, in this proceeding, to serve, in the manner here 
proposed, the city of Abbeville, the towns of Due West, Honea Path, and 
Ninety Six, and the community of Ware Shoals, or the two brickyards and the 
electric generating plant. 
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Town of Woodruff, S. C.—The town of Woodruff lies 4.3 miles from Trans- 
continental’s main transmission pipeline. The population of the town and 
environs totals approximately 4,900. It is primarily an agricultural community 
and a commercial center for the adjacent territory. 

The town operates its own water and sewer systems. Gas use in the com- 
munity is confined to so-called “bottled gas.” 

The proposed municipal natural gas system would be financed by an issue of 
revenue bonds totalling an estimated $400,000. 

The town originally assumed a peak day load levelling off at the 10th year, 
but subsequently submitted an alternate project involving a natural gas supply 
limited to estimated 3d year requirements to serve some 1,020 residential and 
small commercial customers and 44 medium commercial customers. The town 
estimates third year maximum day demands of 1,080 M. c. f. and annual con- 
sumption of 114,060 M. ec. f., exclusive of possible interruptible industrial sales. 

The town has proposed a rate schedule providing average annual revenue of 
substantially $1.15 per M. c. f. from residential and small commercial sales, and 
85 cents from medium commercial sales. On the basis of resulting estimated 
gross revenues, 30-year term for amortization, 4 percent bond interest, cost of 
gas computed on the basis of Transcontinental’s present G-2 rate, estimated cost 
of service connections ending after the third year, and annual operation and 
maintenance estimated at $11,000, the town obtains an estimated coverage for 
debt service better than 2.13 times. The lowest coverage testified to as acceptable 
for financing this project was 1.75 times. 

With respect to the heating load in the residential and commercial classifica- 
tions, in the third year some 91 percent of the total peak day load, there is 
assumed a heating saturation of 100 percent, on the ground that it is not an 
uncommon phenomenon. This portion of the witness’ testimony, however, excepts 
the Carolinas and is unsupported. Such a saturation as this testimony presents 
is uncommon in this case, and support for it would have been appropriate. 

Operation and maintenance expenses in the amount of $11,000 a year has 
been estimated for the entire term of the project. 

However, within the limits of certain assumptions as to space-heating satura- 
tion which would be proper in the light of other evidence of record and in view 
of the evidence as to the practicable limit of increases in originally estimated 
retail rates, it is considered that the intervener has sufficiently discharged its 
burden of proof as to feasibility. 

It is therefore found and concluded that public convenience and necessity re- 
quire that 1,080 M. c. f. of natural gas per day be allocated in this proceeding 
for the intervener, the town of Woodruff. 

Georgia Gas Co.—The Commission granted an allocation of 1,100 M. ec. f. of 
natural gas per day to this intervener in prior proceedings involving Transcon- 
tinental in G-1277 for service in Gainsville, Ga. The intervener is in process of 
constructing a 32-mile lateral pipeline to connect its distribution system with 
Transcontinental’s main transmission pipeline and completing additions to its 
existing distribution system. The company, at the time of the hearing, expected 
to be ready to commence distribution of natural gas in Gainesville by mid-June 
1952. 

The company now estimates its peak loads will be 1,707 M. ec. f. of natural 
gas (1,000 B. t. u.) in 1952-53, 2,064 M. c. f. in 1953-54, 2,426 M. ec. f. in 1954-55, 
and larger amounts for the 2 following years." Estimated increases, 1952-55, are 
approximately 85 percent or more in the classification of space heating. 


™ On the basis of a design day temperature of 10° F. and after an allowance of 10 percent 
for peak showing. 
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Though the allocation made to Georgia Gas by the Commission in the earlier 
proceeding was an amount representing the company’s third year requirements, it 
here requests an additional allocation to meet presently estimated peak loads of 
the future. 

The company’s actual experienced peak 1951-52 amounted to 1,124 M. c. f. con- 
verted in terms of equivalent 1,000 B. t. u. natural gas and a design day of 10° F. 

The company’s actual capacity for peak shaving is approximately 800 M. c. f. 
per day. Though the witness testified that, if the company used its peak 
shaving facilities to the extent necessary to carry its present load without an 
additional allocation, the proportion of peak shaving would be too high to result 
in what he would consider to be satisfactory combustion, it is to be noted that this 
testimony is not entirely consistent with that the same witness gave in relation to 
the request for an allocation of natural gas by Carolina Central Gas Co., supra. 

With the 800 M. ec. f. of peak shaving capacity testified to there appears no 
need for an additional allocation to Georgia Gas Co. at this time in excess of 
796 M. c. f. per day. 

On due consideration of the evidence of record it is found and concluded that 
public convenience and necessity require that an allocation of 796 M. c. f. of 
natural gas per day be made to this intervener. 

Eight South Carolina and Georgia Communities."—Populations vary in these 
communities from 396 (Dacula, Ga.) to 1529 (Simpsonville, 8. C.).% Except fora 
rug industry in the town of Bogart, Ga., there are no large industries within the 
service area of any of these communities. 

Customers to be served on a fifth year basis range from 84 domestic and com- 
mercial (Dacula) to 462 (Simpsonville) .* 

Transcontinental’s main transmission line passes through a part of the com- 
munity of Bogart, and a lateral from Transcontinental’s line, presently serving the 
town of Buford, passes through a part of the proposed service area of the town 
of Dacula. All other projects require transmission facilities ranging from .7 
miles to 7.2 miles in length. Flowery Branch would be served from an extension 
of the Buford lateral. 

Each community requests an allocation, for its respective proposed municipally- 
owned project, to meet estimated fifth operating year maximum day requirements ; 
these range from 87 M. c. f. for Dacula to 344 M. c. f. for Simpsonville.* Ona 


™ South Carolina: Simpsonville; Georgia: Bogart, Comer, Dacula, Danielsville, Flowery Branch, 
Statham, and Stockbridge. 


% Bogart 459, Comer 882, Flowery Branch 610, Statham 625, and Stockbridge 717. Danielsville 298 is 
believed in error. 
‘ 


Customers (fifth year) 


Domestic Commercial | Industrial 


Danielsville... 

Flowery Branch 
Simpsonville_.............. 
Statham 


Flowery Branch 
Simpsonville 


SG ivtditctecccncta 
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minimum project basis the requirements for Simpsonville have been reduced to 
321 M. c. f. per day, and those of Bogart from 200 M. c. f. to 138 M. c. f. per day, 
in each instance there having been eliminated an industrial load, the effect of 
which is to reduce Simpsonville to approximately its estimated fourth year re- 
quirements and Bogart to a requirement even less than its first year requirement 
as originally planned. Other projects would not be feasible on a basis of other 
than a fifth year allocation. 

Annual requirements are estimated to range from 7,945 M. c. f. for Dacula to 
45,304 M. c. f. for Simpsonville.” 

Estimated overall costs for each project, covering transmission construction 
where applicable, distribution construction, services, and miscellaneous, range 
from $35,000 (Dacula) to $280,000 (Simpsonville) .” 

Proposed rates are estimated to produce an average domestic sales price of 
from $1.35 to $1.45 per M. c. f. and an average commercial sales price of 80 
cents to 85 cents per M. c. f., according to the project. 

It is proposed to finance in each instance by an issue of revenue bonds bearing 
an interest rate up to 4%4 percent. The ratios of the amount available for debt 
to debt service, vary according to project from 172 percent (Bogart minimum 
project) to 220 percent (Dacula). The financial witness who testified to financial 
feasibility specified a minimum of 160 percent for Simpsonville and 170 percent 
to 175 percent for the smaller towns. 

Aside from the contention made by the intervener, Brooklyn Union, that to 
allocate a quantity of natural gas to any of these communities in excess of third 
year requirements would involve a discrimination against Transcontinental’s 
other customers, there arises, with respect to each application in this group, 
first a question which relates to the burden of proof. 

Domestic loads constitute a principal part of the peak-day requirements in 
the instance of each of the eight communities. The witness estimated these 
requirements by using a base unit of consumption which varied as between com- 
munities. On the face of the evidence, the variation does not appear to have 
consistency. 

On cross examination as to the methods he used in making his estimates, the 
witness testified that he did not make a survey of the use to which the gas 
would be put. His survey consisted of a house count, a classification of each 
house according to its potential meter use of gas, and the application of certain 
percents in determining the number of potential customers in each classification 
expected to become connected. However, when interrogated on cross-examina- 


% Fifth year annual requirements: 


Flowery Branch 
Simpsonville 





Distribution Trenemto- | Other 
and services sion 


| 

es a $63, 000 

$31, 544 32, 116 128, 000 

be Ss seco cai 9, 409 35, 000 

Danieisville _— » 4, 102 16, 732 65, 000 

Flowery Branch 9, 46, 114 34, 756 140, 000 

Simpsonville ied ; 21, 050 65, 351 280, 000 

IR iiindnsincirsadense sia 56, 20, 800 23, 160 100, 000 
Stockbridge = \ 13, 468 22, 304 





78 Bogart 47 percent (lowest), Flowery Branch 89 percent (highest). 
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tion, he refused to testify as to the method of classification of houses in com- 
ponent groups, as well as to the method of estimating the use of gas and the 
percentage of customers in each class beyond stating that such matters were 
based upon research commenced in Alabama in 1940. He alleged that by dis- 
closure he would be giving away the results of research which had been carried 
on at some expense. It is to be noted that the percents change from time to time 
under the influence of factors not disclosed, and apparently are not directly 
related to subordinate breakdown data of the nature often used in connection 
with the determination of load or requirement estimates. He claimed, however, 
that experience in the use of his method in Alabama, Louisiana, and Mississippi 
had demonstrated its validity, but he omitted to testify to instances related to 
such experience which supported this conclusion. In cross-examination as to 
why, according to his method, he had used a different base figure in computing 
domestic requirements as between two towns of unequal size, he resorted te 
an explanation based upon what he referred to as the diversity factor in such 
a manner as to come to an incomprehensible end. 

These foregoing interveners have not discharged their burden of proof in this 
proceeding, and it is found and concluded that public convenience and necessity 
do not require that an allocation of natural gas be made herein to any one 
of such interveners. 

Atlanta Gas Light Co.—Atlanta Gas Light Co. (Atlanta Gas) distributes 1,072 
B. t. u. natural gas in its Athens, Ga., area,” approximately 70 miles east of 
Atlanta. This area is isolated from the remainder of the company’s territory. 

The company received a third year allocation of 1,900 M. c. f. per day in pre 
vious proceedings in G—1277, and commenced taking natural gas from Trans 
continental in December 1950. The company seeks in this proceeding an addi 
tional allocation of 1,420 M. ec. f. of natural gas per day, based upon the fact 
that, on December 28, 1951, a 30° F. mean day, with a receipt of 1,517 M. c. f 
from Transcontinental and peak shaving in the amount of 383 M. c. f., it had 
a total send out of 1,900 M. c. f., and that on January 30, 1952, a 29° F. mean 
day, with a receipt of 1,457 M. c. f. of natural gas and peak shaving of 488 
M. c. f., it had a send out of 1,945 M. c. f. 

The company estimated a total peak-day demand on its Athens system of 2,340 
M. ec. f. (1,000 B. t. u.) in 1951-52, and a net of 3,320 M. c. f. in 1952-53, increasing 
to 7,260 M. ec. f. by 1955-6.° Atlanta Gas limits its request in this proceeding, 
however, to 1952-3 requirements, stating that it is willing to take its chances 
on Transcontinental’s subsequent looping of its line. 

While the company proposes to deduct only the capacity of its converted pro- 
pane-air gas plant (500 M. ec. f. per day), for peak shaving, it appears that it 
peak shaved 636 M. c. f. in 1951-52. The witness testified as to factors limiting 
the capability in this respect to 500 M. c. f., one of which was the use of a 60 
M. ec. f. storage facility in 1951-52 which the company planned to take out of 
service in 1952. In light of the exigency of natural gas supply, the evidence con- 
tains no matter properly justifying the acceptance here of the intended abandon- 
ment of the storage facility. 

It is found and concluded that an allocation to Atlanta Gas in the amount of 
1,360 M. c. f. per day is required by public convenience and necessity. 

Columbia System Subsidiaries——Columbia Gas System collectively, purchases, 
produces, stores, transports and distributes, and sells natural gas at retail to 
residential, commercial and industrial customers and, in addition, sells natural 


7 Atlanta Gas has both a city and county (Clarke) franchise. 


® Design day of 15° F. A mean temperature of 15° F. or lower has been experienced 
15 times in the past 50 years. 
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gas at wholesale to other gas utility customers for ultimate resale to residential, 
commercial and industrial customers. It sells at both retail and wholesale in 
various areas in the States of Kentucky, Maryland, New York, Ohio, Pennsyl- 
vania, Virginia, and West Virginia, and also makes wholesale sales in Maryland 
for ultimate distribution in the District of Columbia. 

As of December 31, 1951, Columbia Gas System served directly at retail 
1,064,475 domestic, 82,731 commercial, 2,053 industrial, 5,528 municipal and 
public, and 421 other customers, or a total of 1,155,200 retail customers. In 
addition, approximately 1,428,000 customers were served at retail by 78 com- 
panies buying gas at wholesale from the system. 

Assuming receipts of large quantities of natural gas for which Commission 
approval was pending at the time of the testimony in these proceedings, and 
assuming partial lifting of space heating and industrial restrictions on April 1, 
1952, the operating subsidiaries of the Columbia Gas System, Inc.," estimated that 
they will be short 160,000 M. c. f. of natural gas on the peak day for the winter 
season 1952-53, and various amounts for the peak days for the winter seasons 
of 1953-54 and 1954-55 Peak day curtailments on the 1950-51 peak day 
(February 2, 1953, 3° F.) amounted to 478,000 M. c. f.” 

Columbia Gas System does not sell natural gas directly or indirectly for large 
boiler fuel use, and has in effect, as do purchaser companies, restrictions on space 
heating and industrial uses of natural gas. 

Columbia Gas System desires to obtain natural gas from Transcontinental in 
these proceedings and will take or consider taking quantities ranging from 
5,000 M. c. f. to 25,000 M. c. f. on a temporary firm basis. 

On the basis of estimates of annual requirements submitted on behalf of 
interveners receiving allocations of natural gas in this decision for so-called 
minimum initial projects, it appears that approximately 18,000 M. c. f. is available 
for allocation to the Columbia Gas System for the current heating season 
(1952-53), approximately 7,000 M. c. f. for the succeeding heating season 
(1953-54), and approximately 4,000 M. c. f. for the following heating season 
(1954-55). It is found and concluded that the present and future public con- 
venience and necessity require that Transcontinental be authorized and required, 
as hereinafter provided, to deliver to the appropriate subsidiaries of the Columbia 
Gas System on a temporary firm basis annual quantities consistent with the 
estimated future annual requirements of interveners granted allocations in this 
proceeding, as submitted in evidence herein, up to the total allocated herein with 
respect to such interveners. 


Other Dockets 


Transcontinental Gas Pipe Line Corp. (G—1650) 

It appears that, in effect, Transcontinental seeks by its applications and sup- 
plements filed in this docket (a) retroactive authorization for the period February 
23, 1951, to May 17, 1951, for deliveries of natural gas to Seaboard, to March 5, 
1951, for deliveries to Manufacturers, and as of and after May 17, 1951, for 
deliveries to United Fuel; (b) retroactive authority under section 7 (c) of the 
act for the construction and operation of one valve and nipple at each of the 
three points of interconnection: on its main transmission line with that of 
Seaboard at Rockville and Ellicott City, Md., and with that of Manufacturers 
at Downington, Pa.,* and (c) permission under section 7 (b) of the act to 


81 Operating subsidiaries of Columbia Gas System, Inc., consist of 15 companies. These, 
together with the parent, are referred to collectively as Columbia Gas System. 

§2 Total peak day requirements were 2,639,000 M. c. f. 

83 Installed costs varying from $1,500 to $1,800. 
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abandon by sale to Manufacturers certain facilities installed by Transcontinental 
at the latter point of interconnection at a cost of approximately $27,448. 

Under date of February 23, 1951, Transcontinental entered into an agreement 
with Seaboard for the exchange of natural gas on a temporary basis for a 
period of 60 days from date of initial delivery of natural gas.“ The agreement 
in substance states that to assure maintenance of adequate service to markets, 
conditions may require that Transcontinental and Seaboard obtain deliveries 
of natural gas from each other on a temporary exchange basis, that emergency 
connections are being made between the respective facilities of the parties, and 
in substance provides that when excess gas is available, either party may, when 
requested, deliver natural gas to meet the temporary emergency requirements 
of the other, 60-day net deliveries to be paid for at the rate of 31.6 cents per 
M. ¢c. f. 

By application filed April 3, 1951, Transcontinental seeks a limited certificate 
of public convenience and necessity authorizing it to deliver and receive natural 
gas pursuant to and in accordance with the terms and conditions of the foregoing 
agreement of February 23, 1951. 

Transcontinental also alleges that under date of May 5, 1951, it entered into an 
agreement with Seaboard for the exchange of natural gas under Transconti- 
nental’s rate schedule EX-1,“ and, by application filed May 7, 1951, seeks a 
certificate of public convenience and necessity under section 7 of the act author- 
izing the exchange of natural gas pursuant thereto. 

By telegram dated May 2, 1951, Transcontinental was granted temporary 
authorization to sell, deliver and receive natural gas, pursuant to the exchange 
agreement between Transcontinental and Seaboard described in the application 
filed April 3, 1951. 

Official notice is taken that by telegram dated May 17, 1951, the Commission 
granted Transcontinental temporary authorization to exchange natural gas with 
Seaboard on an emergency basis, providing service to other existing customers 
is not thereby impaired.” 

Under date of March 5, 1951, Transcontinental entered into an agreement with 
Manufacturers for the exchange of natural gas on a temporary basis for a period 
of 60 days from date of initial delivery of natural gas,” similar to the agree- 
ment of February 23, 1951, entered into by Seaboard and Transcontinental. 

By the application filed April 3, 1951, aforesaid, Transcontinental also seeks 
a limited certificate of public convenience and necessity authorizing it to deliver 
and receive natural gas pursuant to and in accordance with the terms and con- 
ditions of the foregoing agreement of March 5, 1951. 

Transcontinental also alleges that under date of May 5, 1951, it entered into 
an agreement with Manufacturers for the exchange of natural gas under rate 
schedule EX-1," and by the application filed May 7, 1951, above, seeks a certifi- 
cate of public convenience and necessity under section 7 of the act authorizing 
the exchange of natural gas pursuant thereto. 


% The agreement was filed as Transcontinental’s rate schedule X-38, and became effective 
as of February 23, 1951, by order of the Commission dated May 8, 1951, 10 F. P. C. 958. 

®For exchanges allegedly similar to exchanges rendered from December 25, 1950, to 
February 24, 1951, and from February 24, 1951, to April 24, 1951, supra. 

* The telegram further states that an exchange agreement tendered was not acceptable 
under the rules, and that the authorization was issued with the condition that an accepta- 
ble exchange arrangement be filed within 30 days, to be effective as of the date of initial 
delivery, and was without prejudice to final Commission action. 

® The agreement was filed as Transcontinental’s rate schedule X—2 and became effective 
as of March 5, 1951, by order of the Commission dated May 8, 1951, 10 F. P. C. 957. 

For exchanges allegedly similar to exchanges rendered from January 5, 1951, to March 
5, 1951, and from March 5, 1951 to May 5, 1951, supra. 
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Official notice is taken that on June 14, 1951 Transcontinental filed a service 
agreement with Manufacturers effective May 17, 1951, for a term of 1 year until 
terminated, payment by Manufacturers to be made under Transcontinental’s 
rate schedule EX-1. 

By the telegram dated May 2, 1951, above referred to, Transcontinental was 
also granted temporary authorization to sell, deliver and receive natural gas, 
pursuant to the exchange agreement between Transcontinental and Manufac- 
turers described in the application filed April 3, 1951, aforesaid. 

Whether temporary authorization was issued with respect to the application 
filed May 7, 1951 as it relates to exchanges with Manufacturers does not appear. 

Under date of July 23, 1951, Transcontinental and United Fuel entered into 
an agreement effective May 17, 1951, for the exchange of natural gas through 
the two interconnections between the facilities of Transcontinental and Sea- 
board, deliveries by Transcontinental to be paid for by United Fuel in accord- 
ance with Transcontinental’s rate schedule EX-1.” 

By application filed September 11, 1951, Transcontinental states that it was 
desired, as of and after May 17, 1951, to substitute United Fuel for Seaboard 
as the beneficial recipient of natural gas from Transcontinental, and it requests 
that as of and after the same date it be authorized to exchange natural gas with 
United Fuel in accordance with the terms of the service agreement of July 23, 
1951. 

The staff contends that Transcontinental’s applications, filed April 3, 1951 and 
May 7, 1951, for a certificate are moot as to exchange service already rendered. 

While it is to be noted that the evidence discloses that under the foregoing 
temporary authorizations various deliveries have been made by Transcontinental 
(docket Nos. G-1621 and G—1633, infra) to Columbia Gas system, and that the 
act provides for the issuance of temporary certificates in cases of emergency 
“pending the determination of an application for a certificate,” it is also to be 
noted that the act further requires that the issuance of the final certificate be 
supported by a finding or findings that the “proposed” service “is or will be” 
required by the “present or future” public convenience and necessity. 

The language of section 7 (c) of the act precludes the granting of retroactive 
authorization as here applied for, and it is therefore found and concluded that 
Transcontinental’s applications in this respect should be denied. 

Upon the basis of evidence submitted in support of the application in this docket 
and the companion application of Manufacturers in docket No. G—1633, infra, 
it is found and concluded that the exchange of natural gas pursuant to the service 
agreement by and between Transcontinental and Manufacturers, dated May 17, 
1951, is required by the public convenience and necessity, and a certificate there- 
for should be issued as hereinafter provided. 

Upon the basis of the evidence submitted in support of the application in this 
docket and the companion applications of Seaboard and United Fuel in docket 
Nos. G-1621 and G—1800, respectively, infra, it is found and concluded that the 
exchange of natural gas, pursuant to the service agreement by and between Trans- 
continental and United Fuel, dated July 23, 1951, by delivery on the part of 
Transcontinental of such gas to the facilities of Seaboard at Rockville and Elli- 
cott City, Md., for the account of United Fuel, is required by the public con- 
venience and necessity and that a certificate therefor should be issued as here- 
inafter provided. 

Upon the evidence submitted it is found and concluded that the operation by 
Transcontinental of valves and nipples and appurtenant facilities at the exist- 


® Filed August 13, 1951. 
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ing peints of interconnection between its facilities and those of Seaboard and 
Manufacturers for the exchange of natural gas as herein proposed is required 
by the public convenience and necessity and a certificate therefor should be 
issued in the manner hereinafter provided. 

Manufacturer’s application for a certificate of public convenience and neces- 
sity authorizing the acquisition of certain of Transcontinental’s facilities at the 
point of interconnection in Pennsylvania is denied as hereinafter stated; there- 
fore, public convenience and necessity do not permit the abandonment of such 
facilities by Transcontinental, and the application for permission and approval 
with respect thereto should be denied. 


Atlantic Seaboard Corp. (G-1621) 


By application filed February 26, 1951, Seaboard requested the Commission 
to issue a certificate of public convenience and necessity to authorize the con- 
struction and operation of a measuring station at each of two interconnections 
with Transcontinental at Rockville and Ellicott City, Md. By the same appli- 
cation Seaboard also requested authority to deliver natural gas to Transcon- 
tinental under an exchange agreement. 

By amendment to application filed December 29, 1951, Seaboard alleges that 
United Fuel entered into an agreement, effective as of May 17, 1951, with Trans- 
continental whereby, under rate schedule EX-1, Transcontinental will deliver 
natural gas for United Fuel at the aforesaid interconnections, and that Seaboard 
has not delivered and does not propose to deliver natural gas to Transcontinental 
for its own account. Seaboard, therefore, requests that there be eliminated 
from its application previously filed authorization to deliver natural gas to 
Transcontinental, and now seeks, in substance, a certificate of public convenience 
and necessity authorizing (a) the construction of measuring station facilities, 
above described, (b) the operation of such facilities from February 23, 1951, (c) 
the receipt, on and after May 17, 1951, by Seaboard of natural gas from Transcon- 
tinental, and the delivery of natural gas to Transcontinental, at Rockville and 
Ellicott City, Md., for the account of United Fuel, and (d) redelivery of a part 
or all of the natural gas so received to United Fuel at Cobb compressor station, 
West Virginia, pursuant to Seaboard’s rate schedule X-9. 

The measuring stations at Rockville and Ellicott City, Md., were constructed 
and became operative December 25, 1950, in part in connection with gas short- 
ages on the Columbia Gas System impending during 1950-51, and, allegedly, 
under the exemption provided by section 157.14 of the Commission’s regulations 
under the Natural Gas Act relating to temporary acts and operations (18 
C. F. R. 157.14). 

Natural gas has been delivered to Seaboard at these two points, pursuant to 
the initial 60-day agreement between Seaboard and Transcontinental dated De- 
cember 24, 1950, a second 60-day agreement dated February 23, 1951, and the 
agreement dated May 17, 1951, supra, under which last agreement United Fuel is 
considered as the beneficial recipient. 

In the period December 25, 1950, to January 31, 1952, some 31,790,000 M. c. f. 
of natural gas were received from Transcontinental by Seaboard, of which 
approximately 12,310,000 M. c. f. were redelivered to United Fuel and approxi- 
mately 19,480,000 M. c. f. were retained by Seaboard for delivery to its own 
customers. 

Seaboard contends that when the initial agreement was entered into between 
the parties (Seaboard and Transcontinental) it was not contemplated that Trans- 
continental’s deliveries would continue for a period longer than 60 days, and 
that continued deliveries by Transcontinental have created a problem with re- 
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spect to Seaboard’s accounts arising from the relative purchase price of gas re- 
ceived and the effect of such receipts on load factor charges associated with vol- 
umes taken by Seaboard from United Fuel at Cobb compressor station in West 
Virginia. Seaboard further contends that natural gas obtained from Transcon- 
tinental alleviates short supply on the entire Columbia Gas system. 

On the other hand, the Public Service Commission of West Virginia contends 
(G-1800) that Seaboard should receive deliveries from Transcontinental for 
its own use and bear directly the cost of gas so received and used by it, and 
alleges that while United Fuel has been treated in its operations as having re- 
ceived 21,166,275 M. c. f. of natural gas from Transcontinental in the period 
May 17, 1951, to December 31, 1951, at a cost of 31.6 cents per M. c. f., Seaboard 
has in fact retained 9,087,639 M. c. f. of such natural gas for which it has been 
charged by United Fuel but 25.6 cents per M. c. f., and further alleges that the 
effect of such operations is to charge to United Fuel’s West Virginia business 
costs that should be borne directly by Seaboard. 

The evidence discloses, however, that the gas supply of the various operating 
companies of the Columbia Gas System has been and is treated by the system as 
a pooled supply whereby gas available to one company or group has been and is 
made available to another by displacement through adjustments of inter-group 
and inter-company deliveries or otherwise, through a system dispatcher, located 
in Charleston, W. Va., who determines day by day the apportionment of gas 
required to meet the requirements of operating companies within the various 
system groups, consistent with line capacities, and consideration of various local 
conditions then prevailing. 

It is apparent that the proposal of the State Commission, if adopted, would 
result in a partial or piecemeal alteration of Columbia Gas system’s long estab- 
lished pool supply method of operation. 

The evidence presented in connection with the application by Seaboard in 
this docket and the companion application by United Fuel in docket No. G—1800, 
herein, supports the contentions of Seaboard, and no evidence offered and re- 
ceived in this proceeding supports the proposal of the Public Service Commission 
of West Virginia. 

It does not appear that United Fuel has filed an executed service agreement 
with Transcontinental for deliveries by United Fuel to Transcontinental as a 
part of the proposed exchanges. 

As stated in this decision in connection with the disposition of the application 
filed by Transcontinental in docket No. G—1650, the language of the certificate 
provisions of section 7 (c) of the act affords no basis for findings and conclu- 
sions which speak restrospectively. Accordingly, that part of the application 
filed by Seaboard which requests retroactive authorization for construction and 
operation of facilities or for deliveries made and completed in the past should 
be denied. 

Upon the basis of the evidence submitted in support of the application in this 
docket and the companion applications of Transcontinental in docket No. G—1650 
and United Fuel in docket No. G—1800, it is found and concluded that the ex- 
change of natural gas by and between Seaboard and Transcontinental for the 
account of United Fuel as proposed in these proceedings, the operation of meas- 
uring station facilities therefor by Seaboard at Rockville and Ellicott City, Md., 
and redelivery of a part or all of such natural gas received by Seaboard to United 
Fuel pursuant to an agreement by and between the parties, is required by the 
public convenience and necessity, and a certificate should be issued accordingly 
in the manner, and subject to the conditions, hereinafter provided. 
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The Manufacturers Light € Heat Co. (G—1633) 


By application filed March 9, 1951, Manufacturers seeks a certificate of public 
convenience and necessity under section 7 (c) of the act to authorize deliveries of 
natural gas to Transcontinental at the point of connection of its facilities with 
those of Transcontinental in East Brandywine Township, Chester County, Pa., 
under an exchange agreement. 

Facilities were installed at the point of interconnection on October 3, 1950, 
to effect an emergency connection between Transcontinental’s and applicant’s 
systems. Natural gas was delivered to Transcontinental commencing October 7, 
1950, some of which was returned by Transcontinental in November—December 
1950. Further deliveries Were made by Manufacturers in January and March 
1951, and, commencing April 1951, substantial deliveries were made by Transcon- 
tinental monthly to March 15, 1952 which totalled through January 1952, in 
excess of 4,600,000 M. c. f.” 

The parties desire to retain the interconnection to exchange gas as requisite 
to safeguard continuity of deliveries and service to customers of both Manu- 
facturers and Transcontinental, respectively, though under conditions now 
existing Manufacturers probably will not receive further deliveries of natural 
gas from Transcontinental at this interconnection on other than an emergency 
basis. 

Official notice is taken that on July 5, 1951, Manufacturers filed a service 
agreement entered into June 20, 1951, with Transcontinental, effective on August 
17, 1951, for a period of 9 months, and thereafter until terminated, which pro- 
vides for deliveries by Manufacturers of excess gas in its system, and payment 
therefor by Transcontinental, in accordance with Manufacturers’ rate schedule 
EX-1." 

By subsequent application filed May 8, 1951, Manufacturers also seeks au- 
thorization to purchase from Transcontinental and to operate certain facilities 
installed by Transcontinetal at the above identified interconnection at a cost 
of approximately $27,443, consisting of 170 feet of 8-inch line, together with a meter 
station and measuring equipment.” 

As stated in this decision in connection with the disposition of the applica- 
tion filed by Transcontinental in docket No. G—1650, the language of the certificate 
provisions of section 7 (c) of the act requires findings of public convenience and 
necessity which speak in terms of the present or future, and affords no basis 
for findings and conclusions which speak retroactively. Accordingly that part of 
the application filed by Manufacturers which requests or, in effect, seeks 
retroactive authorization for construction and operation of facilities, or for 
deliveries made and completed in the past, should be denied. 

Upon the basis of the evidence submitted in support of the application in this 
docket and the companion application of Transcontinental in docket No. G—1650, 
it is found and concluded that the exchange of natural gas by Manufacturers with 
Transcontinental as here proposed and the operation of its existing facilities in 





* Subject to interruption commencing May 5, 1951, as permission of the Commission for 
Transcontinental to make further deliveries had not been obtained. Deliveries by Trans- 
continental resumed June 20, 1951. 

" The rate schedule was filed June 7, 1951, effective July 8, 1951. 

The application also requested a certificate “authorizing deliveries of natural gas to 
Transcontinental at the location described herein under an exchange arrangement, as re- 
quested in the original application.” The Commission by telegram dated May 18, 1951, 
granted Manufacturers temporary authority to exchange natural gas with Transconti- 
nental, conditioned upon the filing within 30 days of an acceptable exchange agreement 
effective as of the date of first delivery. 
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connection therewith at the point of interconnection herein designated, is re- 
quired by the public convenience and necessity, and a certificate therefor should 
be issued as hereinafter provided. 

There is no evidence of record upon which may be made the required statutory 
finding of public convenience and necessity with respect to Manufacturers’ 
proposed acquisition of facilities of Transcontinental located at the aforesaid 
point of interconnection. That part of Manufacturers’ application which seeks 


authorization for this acquisition under section 7 (c) of the act, therefor, should 
be denied. 


Atlantic Seaboard Corp. (G—1747) 


By application filed July 16, 1951, Seaboard seeks a certificate of public con- 
venience and necessity effective as of February 24, 1951, authorizing it to deliver 
natural gas to Pittsburgh and West Virginia Gas Co., pursuant to a contract dated 
May 28, 1951 (effective as of February 23, 1951), with Pittsburgh and West 
Virginia Gas Co. to which Seaboard was a party, filed as Seaboard’s rate schedule 
X-8. In this connection Seaboard, having no facilities to effect deliveries di- 
rectly, contracted with United Fuel (rate schedule X-8) to have the latter effect 
deliveries to Pittsburgh and West Virginia Gas Co. at Cedarville, W. Va., for 
Seaboard, all contingent upon Seaboard’s receiving natural gas from Trans- 
continental under an exchange agreement. 

By amendment to application, filed December 29, 1951, Seaboard alleges that 
for reasons there recited United Fuel has entered into an agreement with 
Transcontinental, effective as of May 17, 1951, whereby United Fuel assumed 
the obligation which was formerly Seaboard’s, of receiving natural gas from 
Transcontinental, further alleges that United Fuel has assumed the obligation 
of making the sale or delivery of natural gas to Pittsburgh and West Virginia 
Gas Co., and requests that a certificate of public convenience and necessity 
be issued in this docket for the period from February 23, 1951 to May 17, 1951. 

It appears that on May 17, 1951, United Fuel began purchasing natural gas 
delivered by Transcontinental to Seaboard’s connections with Transcontinental’s 
facilities at Rockville and Ellicott City, Md., and delivering portions thereof 
to Pittsburgh and West Virginia Gas Co. 

After issuance of the certificate here applied for, Seaboard proposes to 
cancel its rate schedule X-8. 

As stated in this decision in connection with the disposition of the application 
filed by Transcontinental in docket No. G—1650, the language of the certificate 
provisions of section 7 (c) of the act requires findings of public convenience 
and necessity which speak in terms of the present or future, and affords no 
basis for findings and conclusions which speak retrospectively. Accordingly, the 
application of Seaboard in this docket which requests retroactive authorization 


for service rendered in the past period, February 25, 1951 to May 17, 1951, 
should be denied. 


United Fuel Gas Co. (G—1800) 


By application filed October 2, 1951, United Fuel requests the Commission 
to issue a certificate of public convenience and necessity authorizing it to 
deliver natural gas to Transcontinental under an exchange agreement. 

Subsequent to certain exchange agreements referred to in the discussion of 
the evidence pertaining to Seaboard’s application in docket No. G-1621, supra, 
United entered into an agreement with Transcontinental, dated July 23, 1951, 
effective as of May 17, 1951, whereby the latter will deliver natural gas under 
its rate schedule EX-—1 to United Fuel at the connections between the facilities 
of Transcontinental and Seaboard at Rockville and Ellicott City, Md. The 
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authorization here applied for by United Fuel is to enable the latter to effect 
deliveries to Transcontinental under the exchange agreement of May 17, 1951. 

The nature and amount of estimated shortages of natural gas on the Columbia 
Gas System, the facts relating to past exchanges effected under previous exchange 
agreements, supra, and the pool method of Columbia Gas system supply opera- 
tions have been set forth above in relation to the application by Seaboard in 
docket No. G—-1621 and are relevant to the application by United Fuel in this 
docket. 

For the reasons stated in the discussion of evidence in docket No. G—1621, 
above, the proposals of the Public Service Commission of West Virginia in 
opposition to the method of operation proposed by United Fuel in its instant 
application, should be denied. 

It does not appear that United Fuel has entered into a service agreement 
with Transcontinental providing for deliveries of natural gas by United Fuel 
to Transcontinental on an exchange basis. 

Upon the basis of the evidence submitted in support of the application in this 
docket and the companion applications of Transcontinental in docket No. G—1650 
and Seaboard in docket No. G—1621, it is found and concluded that public con- 
venience and necessity require the exchange of natural gas by United Fuel 
with Transcontinental in the manner here proposed, and that a certificate 
should be issued as hereinafter provided and conditioned. 


Coal, labor, and railroad interveners 


These interveners, by cross-examination of witnesses, introduced evidence 
tending to show the displacement of coal which is largely general in nature. 
In instances where estimates were available as to specific amounts of coal 
which would be displaced, the interveners failed to follow up by proving or 
offering to prove detriment to themselves or to those whom they represent, as 
the case may-be. Evidence offered as the interveners’ case in chief consists of 
estimated life indices of natural gas reserves as of certain past years, tending to 
show net annual production of natural gas to be gaining on remaining recoverable 
natural gas reserves. This evidence constitutes the basis of a contention made 
on behalf of these interveners that certain boiler fuel uses of natural gas 
as proposed in the instance of a number of interveners in the proceeding is 
contrary to the public interest. The evidence available in these proceedings to 
the coal, labor and railroad interveners does not support this contention. As has 
already been specifically found, in foregoing sections of this decision in which 
allocations of natural gas have been granted, the respective intervener has, 
there and to that extent, discharged his burden of proof under section 7 of the 
act on the issue of public convenience and necessity. 


Section 7? (c) findings and conclusions 


The applicants Transcontinental in docket Nos. G—-1277 and G—1650, Seaboard 
in docket Nos. G—1621 and G—1747, Manufacturers in docket No. G—1633, and 
United Fuel in docket No. G—1800, is each a natural gas company and a qualified 
applicant within the meaning of the Natural Gas Act, able and willing properly 
to do the acts and to perform the service respectively herein proposed and 
authorized and to conform to the provisions of the act and the requirements, rules, 
and regulations of the Commission thereunder. In the instance of each appli- 
cation the proposed service, sale, and operation to the extent authorized herein 
is or will be required by the present or future public convenience and necessity. 
The terms and conditions attached to the authorizations hereinafter issued 
and to the exercise of the rights granted thereby are, upon the evidence of 
record, reasonable and required by the public convenience and necessity. 
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Further findings and conclusions 


Allocations granted in this proceeding to interveners located in the Carolinas 
and Georgia, as well as the city of Danville, Va., can be directly identified in 
amount by reference to the evidence submitted respectively as to annual require- 
ments. In such cases minimum requirements of proposed projects and current 
requirements of established systems have been met, except that, with respect 
to South Carolina Gas Co. and Georgia Gas Co., some further consideration has 
been given to the development stage of the project, and in the case of the city 
of Danville estimated requirements of 5,000 M. c. f. for 1953 have been reduced 
by 20 percent to reflect an equity as between this intervener and others to be 
inferred from the evidence of record which relates to the subject of peak shaving. 
The allocation herein of some 44 percent of the 64,000 M. c. f. available between 
certain existing customers of Transcontinental is based on a proration similar 
to that used by Transcontinental in its petition filed February 19, 1952. Such 
methods as the foregoing appear reasonable, equitable, and to be supported and 
required by the evidence. 


Requested findings and conclusions 


Upon consideration of the record herein and the contentions and briefs of 
counsel, requested findings and conclusions inconsistent with the findings and 
conclusions heretofore made in this decision are herewith denied. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission, on appeal or on 
its own motion, as provided by its rules of practice and procedure, that: 


In docket No. G—1277 


(A) The authorization heretofore issued to Transcontinental in docket No. 
G-1277 be and it is hereby amended to permit Transcontinental, upon the terms 
and conditions of this order, to make the following deliveries and sales of natural 
gas, in addition to those authorized by the Commission’s orders issued April 28, 
1950, 9 F. P. C. 58, and November 8, 1950, 9 F. P. C. 271. 


M. c.f. 
per day 

Consolidated Edison Co. of New York 

The Brooklyn Union Gas Co 

Elizabethtown Consolidated Gas Co 

South Jersey Gas Co 

Philadelphia Gas Works Co. (The) 

Philadelphia Electric Co 

City of Danville, Va. (The) 


(B) The permission herein granted is conditioned to require Transcontinental 
to make the following deliveries and sales of natural gas in addition to those 
presently authorized by the Commission’s orders issued April 28, 1950, and 
August 2, 1950, 9 F. P. C. 1002, as the case may be, in docket No. G—1277: 


M. c.f. 
per day 
South Carolina Gas Co 
Georgia Gas Co 
Atlanta Gas Co 
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(C) (1) The permission herein granted is further conditioned to require Trans- 
continental to tender to each of the intervener municipalities listed in the follow- 
ing tabulation, within 30 days of the date upon which this decision shall become 
final, a service agreement for such natural gas service as it may require under 
Transcontinental’s presently effective applicable firm service rate schedule or 
any effective superseding rate schedule, but which shall not, until further order 
of the Commission, specify daily contract demands for firm service in excess of 
the volume shown: Provided, however, that each municipality shall execute a 
service agreement for such service within 4 months from the time the agreement 
is formally tendered by Transcontinental or forfeit its right to receive natural-gas 
service as herein authorized unless such time limit is extended by further order 
of the Commission, for good cause shown, and provided further that Trans- 
continental shall furnish to the Commission for its information, copies of the 
service agreements tendered to the municipalities at the same time such service 
agreements are formally tendered to them: 

M. c.f. 
Municipality per day 
Kings Mountain, N. C 
Lexington, N. C 
Shelby, N. C 
Belton, S. C 
Fort Hill Natural Gas Authority (S. C.)---.--------------- 4,120 
Greenwood, 8S. C 
Woodruff, 8. C 


(C) (2) The allocations granted in subparagraph (1) of this paragraph (C) 
are each subject to the condition that the municipal intervener shall proceed 
promptly to initiate and complete its project. 

(C) (8) The allocations aforesaid are subject to the further condition that 
the municipal intervener shall report to the Commission the date of commencement 
of construction of its project, and monthly thereafter the progress of construction 
and expected date of completion thereof, and shall give to Transcontinental such 
reasonable notice with respect to such matters as shall enable Transcontinental 
to effect deliveries in the manner and subject to the conditions in this order 
provided. 

(D) (1) The permission herein granted is further conditioned to require 
Transcontinental to make available to Delaware Power & Light Co. 11,500 M. c. f. 
of natural gas per day, and to tender thereto within 45 days of the date upon which 
this decision shall become final, a service agreement for such service as provided 
in paragraph (C) (1) above, subject, however, to the conditions that (a) Dela- 
ware Power & Light Co. shall make application to the Commission within 30 days 
of the date this decision becomes final, unless such time limit is extended by the 
Commission for good cause shown, for such authority as may be necessary under 
the Natural Gas Act and the rules and regulations of the Commission to enable 
Delaware Power’& Light Co. to effect requisite purchases of natural gas from 
Transcontinental, and (b) such authority shall be thereupon granted by the 
Commission. 

(D) (2) The allocation granted in subparagraph (1) of this paragraph (D) is 
subject to the condition that Delaware Power & Light Co. shall, effective as of 
the time that it commences taking delivery of natural gas from Transcontinental, 
release Philadelphia Electric Co. of obligation to continue as its present supplier 
of gas service. 

(E) The permission herein granted is further conditioned to require Trans- 
continental to deliver and sell 4,000 M. c. f. of natural gas per day to Philadelphia 
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Electric Co. in addition to the amount authorized by the Commission’s order 
issued April 28, 1950, and the amount referred to in paragraph (A), above, for 
direct transportation, delivery and resale thereof by Philadelphia Electric to the 
Fairless Works of United States Steel Co. and for no other purpose; subject, 
however, to the conditions that (a) Philadelphia Electric Co. shall first make 
application to the Commission within 30 days of the date this decision becomes 
final, unless such time is extended by the Commission for good cause shown, for 
such authority as may be necessary under the Natural Gas Act and the rules and 
regulations of the Commission to enable Philadelphia Electric to effect such 
transportation, delivery and resale, and (b) such authority shall be thereupon 
granted by the Commission. 

(F) Transcontinental’s proposal to allocate, and requests by interveners, each 
of them, for allocations of natural gas, in excess of the amounts herein granted 
and ordered, and requests for allocations of natural gas by interveners other than 
those listed in paragraphs (A), (B), (C), (D), and (E), supra, for the purposes 
of this proceeding, be, and the same are hereby, denied. 

(G) The permission herein granted is further conditioned to require Trans- 
continental to tender to the appropriate subsidiary or subsidiaries of the Columbia 
Gas system who have intervened in these proceedings within 30 days of the date 
upon which this decision shall become final, a supplement to its existing service 
agreement or agreements for temporary firm service to be rendered through 
existing facilities pursuant to the provisions of this order which, as to quantities 
and term shall be consistent with the estimated future annual natural gas require- 
ments submitted in evidence by interveners granted allocations in this decision 
for minimum projects or future needs up to the totals allocated herein with respect 
to such interveners ; provided that Transcontinental shall furnish to the Commis- 
sion for its information a copy of such supplement or supplements tendered to the 
Columbia Gas System subsidiary or subsidiaries at the same time as such tender. 

(H) The aforesaid subsidiary or subsidiaries of the Columbia Gas system shall, 
within 30 days of the tender provided in paragraph (G), above, advise the Com- 
mission of acceptance thereof, or forfeit its right to receive temporary firm 
service hereunder, unless such time limit is extended by the Commission for good 
cause shown. 

(I) The authorization heretofore issued to Transcontinental in docket No. 
G-1277 be and it is hereby further amended, under the conditions set forth in 
paragraphs (C) and (D) of this order, to authorize Transcontinental to construct 
and operate such metering and regulating stations, valves and nipples, as shall 
be necessary to make deliveries of natural gas specified in said paragraphs (C) 
and (D), at the time appropriate with respect to the provisions of paragraphs 
(C) (3) and (D) (1) of this order. 

(J) Transcontinental shall report to the Commission, in writing and under 
oath, the completion dates of construction of the facilities herein authorized, 
together with the dates of commencement of operations hereunder. 

(K) Any tender, acceptance, or submittal required by the foregoing provisions 
of this order shall be made in such manner as the Commission may require. 


In docket No. G—1650—Authorization 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued, subject to the following terms and conditions, authorizing Transcontinen- 
tal to operate, at its interconnection with Manufacturers at Downingtown, Pa., 
and its interconnections with Seaboard at Rockville, Md., and Ellicott City, Md., 
certain facilities hereinbefore described, and more fully described in paragraphs 
(B), (C), and (D) of Trancontinental’s supplement to application filed June 8, 
1951, and to make deliveries thereby of natural gas, subject to the jurisdiction 
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of the Commission, to Manufacturers, as set forth in Transcontinental’s applica- 
tion filed May 7, 1951, under an exchange service agreement dated May 17, 1951, 
and to United Fuel, as set forth in Transcontinental’s second supplement to 
application filed September 11, 1951, under an exchange service agreement dated 
July 23, 1951. 

(B) The application in Transcontinental’s supplement to application filed 
June 8, 1951, for permission under section 7 (b) of the act to abandon by sale 
to Manufacturers certain facilities, involved in the interconnection between Trans- 
continental and Manufacturers, and in paragraph (B) of said supplement to 
application more fully described, be and the same is hereby denied. 


In docket No. G—1621—Authorization 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued, subject to the following terms and conditions, authorizing Seaboard 

(a) To operate at its interconnections with Transcontinental at Rockville, Md., 
and Ellicott City, Md., certain facilities hereinbefore described, and more fully 
described in paragraph C of Seaboard’s application filed February 26, 1951, and 
to receive from and to deliver to Transcontinental thereby natural gas for the 
account of United Fuel in the manner hereinbefore described and more fully 
described in Seaboard’s amendment to application filed December 29, 1951, in 
reference to the agreement executed by and between United Fuel and Transconti- 
nental July 23, 1951, effective as of May 17, 1951, 

(b) To redeliver from time to time to United Fuel at Cobb compressor station, 
pursuant to an agreement filed as Seaboard’s rate schedule X-9, part or all 
of the natural gas received from Transcontinental pursuant to the authorization 
set forth in the immediately preceding subparagraph (a) hereof. 

(B) The authorization granted in the immediately preceding paragraph (A) 
(b) is without préjudice to the authority of the Commission with respect to 
rates or service, or any other matter related thereto, which may come before 
the Commission. 


In docket No. G—1633—Authorization 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued, subject to the following terms and conditions, authorizing Manufacturers 
to operate at its interconnection with Transcontinental at a point south of Manu- 
facturers’ Eagle compressor station (Downingtown, Pa.), certain of its facilities 
hereinbefore described, and more fully described in paragraph (3) of Manu- 
facturers’ application filed March 9, 1951, and to make deliveries thereby of 
natural gas, subject to the jurisdiction of the Commission, to Transcontinental, 
pursuant to a service agreement entered into June 20, 1951, by and between 
Manufacturers and Transcontinental, effective August 17, 1951. 

(B) The application, filed May 8, 1951, by Manufacturers to authorize the 
purchase and operation of certain facilities, therein described, installed by 
Transcontinental at the interconnection referred to in the immediately preceding 
paragraph (A), be and the same is hereby denied. 


In docket No. G—1747 


Seaboard’s application for a certificate of public convenience and necessity 
to authorize deliveries of natural gas to Pittsburgh and West Virginia Gas Co. 
through the facilities of United Fuel for the period effective February 23, 1951, 
to May 17, 1951, inclusive, as set forth in Seaboard’s application filed July 16, 
1951, as supplemented and amended by Seaboard’s first supplement to application 
filed November 14, 1951, and amendment to application filed December 29, 1951, 
be and the same is hereby denied. 
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In docket No. G—1800—Authorization 


A certificate of public convenience and necessity be and the same is hereby 
issued, subject to the following terms and conditions, authorizing United Fuel 
to deliver natural gas to Transcontinental on an exchange basis in the manner 
hereinbefore described and more fully set forth in United Fuel’s application filed 
October 2, 1951, as amended by amendment to application filed December 29, 
1951, insofar as consistent with the appropriate general provision of an exchange 
gas service agreement entered into by and between Transcontinental and United 
Fuel July 23, 1951, effective May 17, 1951, provided that United Fuel shall file 
within 30 days after this decision becomes final an executed service agreement 
with Transcontinental in the form of service agreement for exchange service 
contained in United Fuel’s F. P. C. gas tariff second revised volume No. 1. 


In docket Nos. G—-1650, G—1621, G—1633, and G—1800—Conditions 


The certificates of public convenience and necessity herein issued and the 
exercise of the rights granted thereunder are subject to the following terms and 
conditions : 

(A) Neither Transcontinental, Manufacturers, nor United Fuel shall exchange 
natural gas with or deliver natural gas to the other, as hereinabove authorized 
in this order, if such exchange or delivery would, directly or indirectly, impair 
natural-gas service to its own existing firm or interruptible customers. 

(B) The certificate herein issued to Transcontinental, Seaboard, Manufac- 
turers, and United Fuel, respectively, is not transferable, and shall be effective 
only as long as the holder thereof continues the operations herein authorized 
in accordance with the provisions of the Natural Gas Act, and any pertinent 
rules, regulations, or orders heretofore or hereafter issued by the Commission. 

Retroactive authorizations hereinbefore considered in connection with the 
authorizations sought by the applicants in docket Nos. G—1650, G—1621, G-1633, 


and G-1800, for the reasons stated in this decision of which this order is a part, 
are herewith denied. 


Ewine G. SIMpPson, 
Presiding Examiner. 


Order modifying, supplementing, and affirming as modified and supplemented, 
initial decision of presiding examiner, reopening and consolidating proceedings, 
order to show cause and fixing date of hearing 


December 11, 1953 


The matters of docket Nos. G-1277 (reopened), G-1650, G-1621, G-1633, G—1747, 
and G-1800 are before the Commission for its disposition on appeal from the 
presiding examiner’s decision and accompanying orders of November 28, 1952, 
as a result of exceptions filed by various parties, and the Commission’s rules 
of practice and procedure. By such decision and orders, among other things, 
the presiding examiner, subject to review by the Commission on appeal or on 
its own motion as provided by its rules of practice and procedure, issued certifi- 
cates of public convenience and necessity to Transcontinental Gas Pipe Line 
Corp. (Transcontinental), docket Nos. G-1276 and G-1650, Atlantic Seaboard 
Corp. (Atlantic), docket No. G-1621, The Manufacturers Light & Heat Co. 
(Manufacturers), docket No. G-1633, and United Fuel Gas Co. (United Fuel), 
docket No. G—1800. 

Several interveners, in connection with their appeal from the examiner’s 
decision, moved for oral argument concerning the matters and issues which were 
the subject matter of their appeal. In addition, Long Island Lighting Co. re- 
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quested in its motion for oral argument that it be afforded an opportunity to 
file a brief in support thereof. 

Subsequent to the appeals filed by the various interveners, the Public Service 
Electric & Gas Co. on July 8, 1953, filed a petition in docket No. G-1277 (reopened) 
to reopen said proceeding for the purpose of taking additional evidence reflecting, 
according to said petition, material changes in gas requirements and economic 
conditions, and to permit oral argument, if the Commission deemed it necessary, 
in support of its petition. The petition was opposed by various interveners. 

The matters of our order issued June 7, 1951, 10 F. P. C. 1079, in docket Nos. 
G-1335, G-—1407, G-1411 and our previous order in docket No. G—1277, issued 
April 28, 1950, 9 F. P. C. 58, are before us on our own motion due to the fact 
that the evidence of record in docket No. G-1277 (reopened) has strikingly il- 
lustrated the inability of Transcontinental’s present system adequately to provide 
full gas service in its present market area. 

The Commission by its order issued April 28, 1950, at docket No. G-1277, au- 
thorized Transcontinental to supply natural gas to the following communities, 
among others, and in the volumes set forth in the following tabulation: 


M.c.f. 
per day 
Maplesville, Ala 101 
Ashland, Ala 7 a 280 
Lineville, Ala__-- 244 
Morganza, La 125 


The allocations above referred to were based in part upon the several com- 
munities executing service agreements with reference to the supply of natural 
gas from Transcontinental within 6 months from the date of the tender thereof,’ 
or forfeit their right to receive service. An examination of the Commission’s 
files discloses that the above-named communities, with the exception of Maples- 
ville, have not executed service agreements as provided by our order of April 
28, 1950, nor have any of them ever purchased gas from Transcontinental. 

By our order issued June 7, 1951, Carolina Natural Gas Corp. (Carolina 
Natural) at docket No. G—1335 was authorized to construct and operate facilities 
for the purpose of supplying natural gas in various communities in North Caro- 
lina. By said order, it was provided that Carolina Natural report to the Com- 
mission in writing, under oath, the commencement dates of construction of the 
facilities authorized and further, that it report the completion dates of the 
construction, together with the dates of commencement of the operations thereof. 
From the information at hand, including the testimony submitted during the 
course of the proceedings at docket No. G-1277 (reopened), it is clear that no 
such reports have ever been filed, nor construction commenced as authorized at 
docket No. G-1335, although over 2 years have elapsed. 

The Commission’s order of June 7, 1951, also authorized the Public Service 
Co. of North Carolina, Inc. (Public Service), at docket No. G—1407, to construct 
and operate facilities for the supplying of natural gas to various communities 
in North Carolina, including Shelby and Kings Mountain. The authorization 
to Public Service, by said order, was granted upon the condition that Public 
Service should receive from the cities it proposed to serve in North Carolina 
such authorization as may be required for the construction and operation of the 
distribution systems necessary to render service in the various communities. 
The order further provided that evidence of such authorization be filed with 
the Commission within 6 months from the date of the issuance of said order 


2 Opinion No. 191 and accompanying order issued In the Matter of Transcontinental Gas 
Pipe Line Corp., docket No. G-1277, 9 F. P. C. 32. 
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(June 7, 1951) unless extended by further order of the Commission. And, fur- 
ther, that in the event Public Service failed to obtain such authorization, its 
allocation of gas from Transcontinental in docket No. G-—1411 was subject to 
being reduced in proportion to the requirements of the communities for which 
authorization was not received. 

The certificate issued to Transcontinental in docket No. G-1411 was condi- 
tioned to require it to supply natural gas to Carolina Natural and Public Service 
as shown in the tabulation below : 

M.c. f. 
per day 
IE SHRINE iin Sika cnn te cecendenes ; a 3, 235 


a 


Public Service *_......._- wae 


1The volume of 3,235 M. c. f. included service to Lexington, N. C. 
2The volume of 16,385 M. c. f. included service to Shelby and Kings Mountain, N. C. 


In the circumstances, in view of the market demands on Transcontinental’s 
pipeline system and the limited volume of gas presently available thereon and 
the failure of the above-named communities and companies to take full delivery 
of the volumes of natural gas made available to them by our orders of April 28, 
1950 at docket No. G-1277, and June 7, 1951 at docket No. G—1411, it is desirable 
and in the public interest that Transcontinental show cause why the said orders 
referred to should not be modified as to the allocations contained therein. Sim- 
ilarly good cause exists and it is in the public interest to require Carolina Nat- 
ural to show cause why its certificate of public convenience and necessity, issued 
June 7, 1951 at docket No. G—1335, should not be vacated, and to require Public 
Service to show cause why its certificate of public convenience and necessity, also 
issued June 7, 1951 in docket No. G—1407, should not be modified so as to delete 
therefrom its authorization to supply natural gas for ultimate distribution in 
the communities of Shelby and Kings Mountain, North Carolina. 

The evidence of record in docket No. G-1277 (reopened) supports the conclu- 
sion that there is not only a need for natural gas on the part of existing cus- 
tomers, but also that public convenience and necessity require the allocation of 
natural gas from Transcontinental’s system for ultimate distribution in various 
new communities. Nevertheless, the evidence is insufficient to support the con- 
clusion of the examiner that the proposed projects of the following named inter- 
veners are either economically or financially feasible : 

Belton, S. C. 

Greenwood, S. C. 

Woodruff, S. C. 

Fort Hill Natural Gas Authority, S. C. 

Kings Mountain, N. C. 

Shelby, N. C. 
On the basis of the present record it is, therefore, concluded that the above-named 
interveners should be afforded further opportunity to establish the economic 
and financial feasibility of their projects. 

The examiner, however, concludes that the communities of Greer and Fountain 
Inn, 8S. C., and also Bogart, Ga., have not sufficiently discharged their burden 
of proof as to the feasibility of their proposed projects, and therefore that public 
convenience and necessity do not require that natural gas be allocated or re- 
served for the benefit of the aforementioned intervening communities. We can- 
not subscribe to this view inasmuch as it is clear, from an examination of the 
record, that there has been some showing as to the need for natural gas as well 
as the potential economic and financial feasibility of the minimum projects sub- 
mitted by Greer, Fountain Inn and Bogart. In the light of the showing made by 
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the aforementioned communities, they should be afforded further opportunity 
to establish the economic and financial feasibility of their projects. 

The evidence of record clearly shows, as the examiner concluded, that the 
communities of Simpsonville, S. C., Comer, Danielsville, Statham, Stockbridge, 
Dacula and Flowery Branch, Ga., have not demonstrated that the projects pro- 
posed by them are economically feasible or that public convenience and necessity 
require that Transcontinental provide natural gas service to them, and we so 
find. 

The presiding examiner further concluded that an allocation of additional 
volumes of natural gas to Public Service Co. of North Carolina, Inc., Carolina 
Natural Gas Corp. and Carolina Central Gas Co. had not been justified, and that 
public convenience and necessity do not require the allocation of any further 
volumes of gas to any of them at this time. We affirm that conclusion. 

We have reached a point in the consideration of the matters and issues involved 
in these proceedings where there must be a definite finality. Accordingly we will 
reserve 16,953 M. c. f. of natural gas which will be available to the interveners 
named below in the amounts set opposite each, upon the full and proper showing 
by them, at a further hearing as hereinafter provided, that public convenience 
and necessity require that Transcontinental make specified volumes of gas avail- 
able to them and that their respective projects are economically and financially 
feasible. 


M. c. f. 

per day 

ee iin tii cn eeniniadedee 1, 374 
I isc aia csc eee atennperadeesaiosnse tease ce opie 2, 156 
I cca ehh ace cre teal a 1, 707 
as cinch cpap acca aie tat ot el 744 
I ance a a a a eee 5, 471 
Fort Hill Natural Gas Authority......................... 3, 801 
TI CU ig ii cai ee i ie ate edema ds mera 429 
WU NI teiteintiSiiictsnciie ge eS ee ee 1, O80 
SIND anciitadicininp tat t ainsi tects nnireapicon scape ay eben aammcanmtamialioe 191 
aise ctth aditanitacciaiattaelaipain sa aagmaieed 16, 953 


The total volume of gas with which we are concerned in these proceedings is 
made up of 64,000 M. c. f. in docket No. G-1277 (reopened) and 5,019 M. ec. f. as 
follows: 


M.c. f. 
Docket No. G—1277 (Initial Proceeding) : per day 
cl iil cartel cit clinch oie attics cttpdloeeeancinde 101 
I I istic titi cini acini ciesaiiiarad ala ain ia laa tae ee 280 
BINS, - ici dash casigialaeiigide tapped ad ln diac aceebaaaia ee tala tice 244 
MO INN) RI inact denice cia 125 
750 

Docket No. G—1411: 
Is Tis Give saad A tines winidiccacSactacnais siesta tiles tela apatite 718 
Bs TO, Bie Chess cakiciricacncdidicctctineseammends 316 


Carolina Natural Gas Co 


4, 269 


isaac cs aussie Rela Ra iad 
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Reserving for future determination the allocation of 16,953 M. ec. f., required 
to provide service in the areas respecting which rehearing is to be provided, there 
remains 47,047 M. c. f. for allocation and disposal to the following customers of 
Transcontinental upon a firm basis. Upon full consideration of the record 
herein, the volume of 47,047 M. c. f. is allocated as follows: 


M.c.f. per day 
The United Gas Improvement Co 1, 322 
South Jersey Gas Co ee 1, 189 
Consolidated Edison Co. of New York, Ine 9, 846 
ne Beockive Omen Gee 60.2.) ke. i 
Long Island Lighting Co 529 
Elizabethtown Consolidated Gas Co 661 
Public Service Electric and Gas Co : 3, 502 
Philadelphia Electric Co 2, 973 


—. 


9, 582 


29, 604 


The City of Danville, Va___---~~-- ecient 

Se OIE NONI GI i ois c hcciccctctc ocean algae een ap linsahdlt * 
Georgia Gas Co 

Atlanta Gas Light Co 

City of Lexington, N. 


47, OAT 


From the allocation listed above Philadelphia Electric Co. shall make available 
to United States Steel Co. the firm daily requirements of its Fairless Works up to 
a maximum of 2,643 M. c. f. per day. Our order will so provide. 

It is fully recognized that no substantial portion of the 16,953 M. ce. f. of 
natural gas reserved for future allocation will be required by the communities 
for which it has been tentatively reserved until after the hearing herein pro- 
vided, the allocation thereof by further order of the Commission to the various 
interveners named above, and the construction of required facilities to utilize 
such gas. We will therefore require Transcontinental to deliver such volumes 
of natural gas on a temporary firm basis to the following customers: 


M.c.f.per day 

Temporary firm basis 

Consolidated Edison Co. of New York, Inc___- 5,475 
The Brooklyn Union Gas Co 5, 329 
Elizabethtown Consolidated Gas Co 367 
South Jersey Gas Co pe 662 
The United Gas Improvement Co - 736 
Philadelphia Electric Co , 4 
Long Island Lighting Co 294 
, 949 

600 
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From the allocation listed above Philadelphia Electric Co. shall make available 
to United States Steel Co. on a temporary firm basis the additional firm daily 
requirements of its Fairless Works in excess of 2,643 M. c. f. per day up to a 
maximum of 1,357 M. c. f. of such additional requirements. Our order will so 
provide. 

In this regard we wish to make it abundantly clear in connection with the 
delivery of the volumes of natural gas on a temporary firm basis to the above- 
named customers of Transcontinental in the amount specified, that if, in the 
future, any portion of the 16,953 M. c. f. set forth above remains after final 
allocation, as may be provided by further order of the Commission, the first 
600 M. c. f. of such volume is to be allocated by Transcontinental to Delaware 
Power & Light Co. and the remaining capacity is to be allocated to the present 
firm customers north of Danville, Va. (exclusive of Delaware Power & Light 
Co.), in the proportion which the total available bears to the total of firm gas 
allocated herein (29,604 M. c. f.) to such customers. 

It is apparent that during the winter of 1953-54 and until April 1, 1954, 
an additional volume of natural gas will be available on Transcontinental’s 
system arising from volumes previously allocated but which the distributors, 
to whom the allocation was made, will not be able to utilize. This quantity, 
including 5,019 M. ec. f. hereinbefore set forth, with an allowance for required 
system flexibility, will be approximately 8,000 M. c. f. per day. Because Philadel- 
phia Electric Co. will continue service to Delaware Power & Light Co. throughout 
the forthcoming winter heating season, we will allocate 4,000 M. c. f. per day on 
a temporary firm basis to Philadelphia Electric Co. until April 1, 1954, as 
representing the approximate volume of natural gas which will be received 
from Transcontinental and used as a natural-gas component for service by 
Philadelphia Electric Co. to Delaware Power & Light Co. Therefore, to the 
quantity of 8,000 M. ec. f. set forth above, there will be added 6,900 M. ec. f. of 
the amount herein allocated to Delaware Power & Light Co. on a firm basis, 
which that company cannot utilize in the areas which it presently serves until 
April 1, 1954. We will therefore allocate such total quantity of 18,900 M. ec. f. 
of natural gas on a temporary firm basis until April 1, 1954, to the companies 
listed below in the amounts shown. 

M.c.f. per day 
1953-54 

Temporary firm basis 
Consolidated Edison Co. of New York, Inc 5, 509 
The Brooklyn Union Gas Co 5, 361 
Elizabethtown Consolidated Gas Co 370 
South Jersey Gas Co 665 
The United Gas Improvement Co 740 
Philadelphia Electric Co 4, 000 
Long Island Lighting Co 296 
Public Service Electric & Gas Co 


Total 18, 900 


The delivery of natural gas to Transcontinental’s existing customers on a tem- 
porary firm basis shall be made under appropriate rate schedules satisfactory to 
the Commission. Our order will so provide. 

The presiding examiner’s conclusion and order in docket No. G—1747 is supported 
by the record, no exceptions have been filed in connection therewith, and it is 
accordingly affirmed as hereinafter ordered. 
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The Commission is not persuaded by the requests for oral argument, either in 
support of the exceptions filed or the reopening of the proceeding for the purposes 
outlined in the petition filed by the Public Service Electric & Gas Co., as to the 
need thereof or any further briefs, in connection with the proceeding at docket 
No. G—1277 (reopened), et al. Accordingly, such requests will be denied. 

In addition to the findings specifically set forth above, the Commission further 
finds: 

(1) It is desirable and in the public interest that the initial decision of the 
presiding examiner, filed November 28, 1952, at docket No. G—1277, et al., be 
modified to conform to the views of the Commission expressed above. 

(2) To the extent that the exceptions above referred to are inconsistent with 
the Commission’s order herein, they should be denied. 

(3) The related issues at docket Nos. G-1277, G-1335, G-—1407, and G-1411 
require that the said proceedings be consolidated and reopened for further hear- 
ing as herein provided. 

Upon consideration of the record in these proceedings, the initial decision of the 
presiding examiner and the exceptions and motions filed herein, the Commission 
orders: 

(A) The initial decision of the presiding examiner issued November 28, 1952, 
in these proceedings as hereinafter modified and supplemented shall become 
effective as the decision of the Commission as of the date of the issuance of this 
order. 

(B) The said initial decision be and it is hereby modified in the following 
respects : 

(i) Ordering paragraph (A) appearing at page 476 of the decision is hereby 
modified to read as follows: 

(A) The authorization heretofore issued to Transcontinental in docket No. 
G-1277 be and it is hereby amended to authorize Transcontinental, upon the terms 
and conditions of this order, to make the following deliveries and sales of natural 
gas in addition to those authorized by the Commission’s order issued April 28, 
1950, 9 F. P. C. 58, and November 8, 1950, 9 F. P. C. 271. 


Firm Temporary 
M. c. f. per firm M. c. f. 
day per day 


Consolidated Edison Co. of New York, Inc....-- 
The Brooklyn Union Gas Co-_-_-- 
Flizabethtown Consolidated Gas Co. 
South Jersey Gas Co-_. 

The United Gas Improvement Co-.... 
Philadelphia Electric Co_...___- 

Long Island Lighting Co-- : 
Public Service Electric & Gas Co.... 
The city of Danville, Va_.._- 


Total___- 





From the firm allocation listed above Philadelphia Electric Co. is hereby re- 
quired to make available to United States Steel Co. the firm daily requirements 
of its Fairless Works up to a maximum of 2,643 M. ¢. f. per day. From the 
temporary firm allocation listed above Philadelphia Electric Co. is hereby re- 
quired to make available to United States Steel Co. on a temporary firm basis the 
additional firm daily requirements of its Fairless Works in excess of 2,643 
M. ec. f. per day up to a maximum of 1,357 M. ¢. f. of such additional requirements : 
provided that the volume so made available by Philadelphia Electric Co. to 
United States Steel Co. on a temporary firm basis shall be reduced in direct 
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proportion to any reduction in the temporary firm allocation to Philadelphia 
Electric Co. If all or any part of the said temporary firm allocation shall be 
made available to Philadelphia Electric Co. on a firm basis, Philadelphia Electric 
Co. shall make available on a firm basis to United States Steel Co. for its Fair- 
less Works a proportionate share thereof. 

(ii) Ordering paragraph (B) appearing at page 476 of the decision is hereby 
modified to read as follows: 

(B) The permission herein granted is conditioned to require Transcontinental 
to make the following deliveries and sales of natural gas on a firm basis in 
addition to those presently authorized by the Commission’s orders issued April 
28, 1950 and August 2, 1950, 9 F. P. C. 1002, as the case may be, in docket 
No. G-1277: 

M. c.f. 

per day 
South Carolina Gas Co 257 
Georgia Gas Co 748 
Atlanta Gas Light Co 


(iii) Ordering paragraphs (C) (1), (C) (2), and (C) (3) appearing at page 
477 of the decision be and the same are hereby deleted and in lieu thereof a new 
paragraph (C) is substituted reading as follows: 

(C) The authorization herein granted is further conditioned to require Trans- 
continental to reserve 16,953 M. ec. f. on a firm basis for possible future allocation 
to the interveners named below: Provided, That such interveners shall, at a 
public hearing at a time herein designated submit proof satisfactory to the Com- 
mission of the economic feasibility of their individual projects, of their ability 
to finance such projects and that public convenience and necessity require that 
Transcontinental make the following specified volumes of gas available to them: 


M. c.f. 
per day 

City of Kings Mountain 374 
City of Shelby , 156 
City of Greer 707 
City of Belton 744 
City of Greenwood 
Fort Hill Natural Gas Authority 
Town of Fountain Inn 
Town of Woodruff 
Town of Bogart 


(iv) Paragraph (D) (1) appearing at page 477 of the decision is hereby 
modified to read as follows: 

(D) (1) The authorization herein granted is further conditioned to require 
Transcontinental to make available to Delaware Power & Light Co. 10,900 M. c. f. 
of natural gas per day on a firm basis commencing April 1, 1954; to make available 
to said company, from any capacity, which may remain, in the future, after 
final allocation as may be provided by further order of the Commission, the first 
600 M. c. f. of such capacity on a firm basis; to make available to Delaware 
Power & Light Co. up to 600 M. c. f. per day on a temporary firm basis commencing 
April 1, 1954, and to tender to said company within 45 days of the date upon 
which this decision becomes final, a service agreement under which such volumes 
of gas are to be delivered to Delaware Power & Light Co. for ultimate distribution 
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in the area presently served by said company, subject, however, to the condition 
that Delaware Power & Light Co. shall make application to the Commission 
within 30 days of the date this decision becomes final, for such certificate au- 
thority as it may require, if any, under the Natural Gas Act and the rules and 
regulations of the Commission. 

(v) The decision is further supplemented by adding a new paragraph desig- 
nated as (D) (3), reading as follows: 

(D) (8) The authorization herein granted is further conditioned to require 
Transcontinental to make available to the city of Lexington, N. C., 3,508 M. ec. f. 
of natural gas per day and to tender thereto within 45 days of the date of 
final order herein, a service agreement for such service, provided, however, that 
the firm allocation of natural gas to the city of Lexington shall become null and 
void unless the city shall commence taking deliveries of natural gas from 
Transcontinental within 8 months of the date of the issuance of our order herein. 

(vi) Paragraph (FE) appearing on page 477 of the decision is hereby modified 
to read as follows: ’ 

(E) The authorization herein granted is further conditioned to require that 
Philadelphia Electric Co. shall make application to the Commission within 30 
days of the date this decision becomes final, unless such time is extended by the 
Commission for good cause shown, for such authority as may be necessary under 
the Natural Gas Act and the rules and regulations of the Commission to enable 
Philadelphia Electric to effect the transportation and sale to United States Steel 
Co. as ordered in paragraph (B) (i) hereof. 

(vii) Paragraphs (G) and (HI), appearing at page 478 of the decision, in 
view of our action herein taken in related dockets, are deleted and paragraph 
(I) be and the same is hereby designated as paragraph (G), and is modified 
to read as follows: 

(G) The authorization heretofore issued to Transcontinental in docket No. 
G-1277 be and it is hereby further amended, under the conditions set forth in 
paragraphs (C) and (D) of this order, to authorize Transcontinental to con- 
struct and operate such metering and regulating stations, valves and nipples, 
as shall be necessary to make the firm deliveries of natural gas herein authorized. 

(viii) The decision is further supplemented by adding a new paragraph (H) 
reading as follows: 

(H) The authorization herein granted is further conditioned to require 
Transcontinental to make available the 8,000 M. ec. f. per day heretofore referred 
to, plus the 10,900 M. ¢. f. per day to be made available on a firm basis commencing 
April 1, 1954, to Delaware Power & Light Co., or a total of 18,900 M. ec. f. per day, 
during the winter of 1953-54 up to and including April 1, 1954, to the following 
companies on a temporary firm basis in the volumes set forth in the tabulation 
below : 

VW.c.f. per day 
1953-5 

Temporary firm basis 
Consolidated Edison Co. of New York, Ine ae as 
The Brooklyn Union Gas Co____- aed =e 5, 361 
Elizabethtown Consolidated Gas Co_____ : Fiksneed 370 
South Jersey Gas Co 665 
The United Gas Improvement Co_____- : cra 740 
Philadelphia Electric Co ; 4, 000 
Long Island Lighting Co____ ; a aia 296 
Public Service Flectric & Gas Co : he , 959 


OURS Be cz = 900 
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(ix) The decision is further supplemented by adding a new paragraph (I) 
reading as follows: 

(I) Any portion of the 16,953 M. c. f. per day reserved in paragraph (B) (iii) 
of this order which is not allocated to the nine intervenors named in said para- 
graph (B) (iii) by the final decision of the Commission in the further proceedings 
provided for in paragraph (C) of this order shall be made available by Trans- 
continental, on a firm basis, as follows: 

The first 600 M. c. f. per day of such volume shall be made available by Trans- 
continental to Delaware Power & Light Co., and the remainder shall be made 
available by Transcontinental to its present firm customers listed in paragraph 
(B) (i) of this order, exclusive of the city of Danville, Va., in the proportion 
which the firm gas allocated to each of them in said paragraph (B) (i) bears 
to the total of 29,604 M. c. f. and shall so advise the Commission by filing revised 
service agreements before delivery of such natural gas is undertaken. 


Docket Nos. G—1650, G—1621, G-1633, and G-—1800 
Docket No. G—1650 


(x) Paragraph (A) appearing at page 478 of the decision is modified to read 
as follows: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued subject to the following terms and conditions authorizing Transcontinental 
to operate at its interconnection with Manufacturers at Dowingtown, Pa., and 
its interconnections with Seaboard at Ellicott City, Md., certain facilities herein- 
before described and more fully described in paragraphs (B), (C), and (D) 
of Transcontinental’s supplement to application filed June 8, 1951, and to make 
deliveries of natural gas subject to the jurisdiction of the Commission to Manu- 
facturers as set forth in Transcontinental’s application filed May 7, 1951, and 
to make deliveries of natural gas to United Fuel, as set forth in Transcontinen- 
tal’s second supplement to application filed September 11, 1951: Provided, how- 
ever, That such deliveries shall be made pursuant to Transcontinental’s new rate 
schedule E and its new rate schedule EX accepted for filing and permitted to 
become effective as of October 1, 1952, in substitution for Transcontinental’s 
previous rate schedule EM-1, EX-1 and BE, by the Commission's order issued 
November 25, 1952, In the Matter of Transcontinental Gas Pipe Line Corp., 
Docket No. G—1710. 


Docket No. G-1621 


(xi) Paragraph (A) appearing at page 479 of the decision is modified to read 
as follows: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued subject to the following terms and conditions authorizing Sea- 
board: 

(a) To operate at its interconnection with Transcontinental at Rockville, Md., 
and Ellicott City, Md., certain facilities hereinbefore described and as more 
fully described in paragraph (C) of Seaboard’s application filed February 26, 
1951, and to receive from and to deliver to Transcontinental natural gas subject 
to the jurisdiction of the Commission for the account of United Fuel. 


Docket No. G-1633 


(xii) Paragraph (A) appearing at page 479 of the decision is modified to read 
as follows: 
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(A) A certificate of public convenience and necessity be and the same is hereby 
issued, subject to the following terms and conditions, authorizing Manufacturers 
to operate at its interconnection with Transcontinental at a point south of Manu- 
facturers’ Eagle compressor station (Dowingtown, Pa.), certain of its facilities 
hereinbefore described, and more fully described in paragraph (3) of Manu- 
facturers’ application filed March 9, 1951, and to make deliveries of natural gas, 
subject to the jurisdiction of the Commission, to Transcontinental. 


Docket No. G-1800 


(xiii) The authorization appearing at page 480 of the decision is modified to 
read as follows: 

(b) A certificate of public convenience and necessity be and the same is hereby 
issued subject to the following terms and conditions authorizing United Fuel to 
deliver natural gas to Transcontinental on an exchange basis in the manner 
hereinb°fore described and more fully set forth in United Fuel’s application filed 
October 2, 1951, provided United Fuel shall file, within 30 days after this decision 
becomes final, an appropriate exchange gas rate schedule and service agreement 
entered into by and between Transcontinental and United Fuel and consistent 
with Transcontinental’s rate schedule EX accepted for filing and permitted to 
become effective as of October 1, 1952. 

(C) In view of our action herein, the above-entitled proceedings at docket 
Nos. G-1277, G-1335, G-1407, and G—1411 are hereby reopened and consolidated 
for the purpose of hearing but limited to the specific purposes hereinafter set 
forth: 

(i) To afford Transcontinental and interveners, Maplesville, Ashland, Line- 
ville, Ala., and Morganza, La., an opportunity to show cause why the authoriza- 
tion contained in the Commission’s order issued April 28, 1950, in docket No. 
G-1277, to supply natural gas to the interveners of Maplesville, Ashland, Line- 
ville, Ala., and to Morganza, La., should not be rescinded. 

(ii) In addition, Transcontinental and Carolina Natural shall be further 
afforded an opportunity to show cause why its authorization contained in the 
Commission’s order issued June 7, 1951, in docket No. G—1411, whereby Trans- 
continental was authorized to sell and deliver certain volumes of natural gas 
to the Carolina Natural Gas Corp. should not be rescinded to the extent of such 
deliveries thereby authorized to Carolina Natural and also to afford the Trans- 
continental and Public Service an opportunity to show cause why its authoriza- 
tion to supply natural gas to the Public Service Co. of North Carolina, Inc., 
should not be reduced in proportion to the volumes of gas which Public Service 
originally proposed to sell and deliver to Shelby and Kings Mountain, N. C., 
for ultimate distribution in said communities. 

(iii) To afford Carolina Natural Gas Corp. an opportunity to show cause 
why its certificate of public convenience and necessity, issued June 7, 1951, at 
docket No. G-1335, should not be vacated. 

(iv) To afford Public Service Co. of North Carolina, Inc., an opportunity to 
show cause why its certificate of public convenience and necessity, issued June 7, 
1951, at docket No. G-1407, should not be modified to the extent of deleting there- 
from authorization to provide natural gas service to the communities of Kings 
Mountain and Shelby, N. C. 

(v) The proceedings heretofore designated as docket No. G-1277 (reopened), 
are reopened to afford the interveners, Kings Mountain and Shelby, N. C., Belton, 
Greenwood (System), Woodruff, Greer, Fountain Inn, S. C., and the Fort Hill 
Natural Gas Authority which proposes to supply gas to several communities in 
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South Carolina; and Bogart, Ga., an opportunity to submit further evidence as 
to the economic and financial feasibility of their proposed projects. 

(D) The records in these consolidated proceedings be and they hereby are 
remanded to the presiding examiner heretofore designated as the presiding 
examiner in docket No. G-1277 (reopened), for the limited and sole purpose of 
hearing and taking of additional evidence on the matters described in paragraph 
(C) above, and for the rendering of an appropriate decision thereon unless the 
Commission should otherwise provide by subsequent order. 

(E) Transcontinental is hereby authorized to make the additional firm de- 
liveries set forth in paragraphs (B) (i) and (B) (ii) under its rate schedules 
CD-2, G—1 or G—2, whichever may be applicable, pending the execution, filing 
and acceptance by the Commission of new service agreements reflecting such 
additional firm deliveries. The new service agreements shall be filed within 30 
days from the issuance of this order and when accepted by the Commission, shall 
be effective as of the date of issuance of this order. 

(F) Transcontinental shall submit rate schedules and service agreements 
satisfactory to the Commission within 30 days from the date of the issuance of 
our order herein relating to its authorized sales of natural gas on a temporary 
firm basis. 

(G) Exceptions filed with respect to the presiding examiner’s decision, which 
are inconsistent with our action herein, are denied. Therefore the request for 
oral argument in connection with such exceptions, filing of further briefs and 
the petition filed by Public Service Electric & Gas Co. for reopening the proceed- 
ing at docket No. G-1277 (reopened), et al. are denied. 

(H) Each and every reference to the Allentown-Bethlehem Gas Co., The 
Harrisburg Gas Co. and the Philadelphia Gas Works Co. shall be deemed to be 
referring to The United Gas Improvement Co.” 

(I) Pursuant to the authority contained in and by virtue of the jurisdiction 
conferred upon the Federal Power Commission by sections 7 and 15 of the 
Natural Gas Act and the Commission’s rules of practice and procedure, a hearing 
will be held commencing on February 8, 1954, at 10 a. m., e. s. t., in the hearing 
room of the Federal Power Commission, 441 G Street, N. W., Washington, D. C., 


concerning the matters involved and the issues referred to in paragraph (C) 
above. 


(J) Interested State commissions may participate as provided by sections 1.8 


and 1.37 (f) (18 C. F. R. 1.8 and 1.37 (f)) of the said rules of practice 
and procedure. 


Commissioner Draper dissented and stated that he favors affirming the ex- 
aminer’s decision. 


2 The Commission, by its order issued April 21, 1953, substituted the United Gas Im- 
provement Co. as intervener for the Allentown-Bethlehem Gas Co., the Harrisburg Gas 
Co., and the Philadelphia Gas Works Co., which were merged with and into the United 
Gas Improvement Co. on December 31, 1952. 
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IN THE MATTER OF 


KANSAS-NEBRASKA NATURAL GAS COMPANY, INC. 
Upon Application for a Certificate of Public Convenience and Necessity 





Docket No. G-1970 
December 5, 1952* 


Syllabus 





1. Section 7 (b) of the Natural Gas Act prohibits the removal of transmission 
lines without the approval and permission of the Commission, even where 
the purpose of the removal is to construct a new smaller line with no 
abandonment of service. P. 493. 

2. Commission authorizes applicant under section 7 (b) of the Natural Gas Act 
to abandon its Kearney-Minden transmission line, and issues a certificate 
of public convenience and necessity under section 7 of Natural Gas Act 

to construct and operate facilities described in its application. P. 494. 





Ezekiel G. Stoddard for Kansas-Nebraska Natural Gas Co., Ine. 
Oscar E. Reed for the staff of the Federal Power Commission. 





HA, Presiding Exvaminer: This proceeding is upon the application filed by 
Kansas-Nebraska Natural Gas Co., Ine. (applicant), pursuant to section 7 of the 
Natural Gas Act, as amended, for (a) authority to abandon approximately 138 
miles of 65¢-inch transmission line known as its “Kearney-Minden line,’ and (b) 
a certificate of public convenience and necessity authorizing and approving the 
construction and operation of a new 2-inch and smaller line to permit continua- 
tion of service now provided through the limited and uneconomical use of the 
IKXearney-Minden line proposed to be abandoned.’ 

Applicant, a Kansas corporation having its principal place of business at 
Phillipsburg, Kans., purchases natural gas in the States of Kansas and Nebraska 
and owns and operates an integrated and interconnected transmission pipeline 
system serving areas in those two States and in the State of Colorado. By the 
operation of that system, applicant is engaged in the transportation and sale of 
natural gas in interstate commerce for resale for ultimate public consumption 
for domestic, commercial, industrial, and other uses, and admittedly is a “natural 
gas company” within the meaning of the Natural Gas Act, and subject thereunder 
to regulation by the Commission. 

The Kearney-Minden line proposed to be abandoned extends from a point 
west of Minden, Nebr., to Kearney, Nebr. It was constructed in 1930 for the 
purpose of serving Kearney, but because that city is now and will hereafter be 
served by other facilities certificated by the Commission, the Kearney-Minden 
line is not now required for that purpose, and is no longer suitable for use as 
a high pressure transmission line. In fact, the only use presently being made 
of the line is to provide service to 21 rural customers. Applicant, however, does 













*Initial decision and order became effective on January 5, 1955, as final decision and 
order of the Commission. 

1The intermediate decision relates only to the subject matter of the application filed 
in docket No. G-1970 which, by orders of the Commission dated July 24 and August 12 
152, was consolidated for purpose of hearing with (a) the reopened proceedings in cocket 
Nos. G-683, G-1532, and G-1683 for modifieation and amendment of Commission orders 
entered in these proceedings, and (b) the proceeding in docket No. G-1857 for a certificate 
of public convenience and necessity. ‘The consolidated hearing began on August 19, 1952 


and continued for 4 days. 
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not propose to abandon service to these customers, but rather to continue service 
to them by the installation of approximately 10.5 miles of 2-inch and smaller 
line for which it is here seeking a certificate of public convenience and necessity. 

According to the evidence, the Kearney-Minden line, to the extent possible, 
will be salvaged and reconditioned for installation in other parts of applicant’s 
system where low pressure pipe can be economically used. 

The estimated overall capital cost of the 10.5 miles of new line is $21,140, such 
estimate being based upon applicant's experience with similar construction. 
After allowance for salvage value ($30,375) and cost of removal of the Kearney- 
Minden line ($15,000), the estimated net capital cost to applicant is $5,765. 

Counsel for applicant, in his brief, raises the question of the necessity for 
Commission approval of the proposed abandonment of the previously certificated 
Kearney-Minden line, asserting that “Inasmuch as there is no abandonment of 
existing service involved and since the facilities to be removed will be salvaged, 
there does not appear to be any abandonment.” 

That removal of the Kearney-Minden line is an abandonment of facilities within 
the intendment of section 7 (b) of the Natural Gas Act is clear. The line ad- 
mittedly constitutes a portion of applicant’s “facilities subject to the jurisdiction 
of the Commission” and its removal from service is expressly prohibited by 
section 7 (b) “without the permission and approval of the Commission first 
had and obtained.” As the examiner had occasion to point out in his recent 
decision In the Matter of Willmut Gas & Oil Co., ct al. v. United Gas Pipe Line 
Co., docket No. G—-1158, issued November 2S, 1952, 12 F. VP. C. 399. “The 
Natural Gas Act, in vesting jurisdiction in the Commission to grant certificates 
of public convenience and necessity and to permit abandonments of ‘facilities’ 
and ‘any service’, does not create power in a natural gas company to make elec- 
tions as to the type of service it will render or as to the method of its system 
operations, but only confers jurisdiction upon the Commission to give authori- 
zations satisfying the act’s limiting provisions and effectuating its fundamental 
purposes to protect ultimate consumers served by certificated facilities. That 
it was the intention of Congress to rely upon exclusive Commission control is 
made apparent by the provisions of section 7 (e) providing that certificates may 
be issued by the Commission only if it finds— 

* * * that the applicant is able and willing properly to do the acts and 
to perform the service proposed and to conform to the provisions of the act 
and the requirements, rules and regulations of the Commission thereunder, 
and that the proposed service, sale, operation, construction, extension, or 
acquisition, to the extent authorized by the certificate, is or will be required 
by the present or future public convenience and necessity; otherwise such 
application shall be denied. The Commission shall have the power to attach 
to the issuance of the certificate and to the exercise of the rights granted 
thereunder such reasonable terms and conditions as the public convenience 
and necessity may require. 

and by section 7 (b) prohibiting a natural gas company from abandoning— 

* * * all or any portion of its facilities subject to the jurisdiction of the 
Commission or any service rendered by means of such facilities, without 
the permission and approval of the Commission first had and obtained, after 
due hearing, and a finding by the Commission that the available supply of 
natural gas is depleted to the extent that the continuance of service is un- 
warranted, or that the present or future public convenience or necessity 
permit such abandonment.” [Emphasis supplied. ] 

Thus where, as here, a natural gas company obtains a certificate of public 


convenience and necessity for facilities subject to the jurisdiction of the Com- 
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mission, it may not abandon “all or any portion” of such facilities until after 
hearing and order of the Commission finding that (1) its available natural gas 
supply is depleted, or (2) the present or future public convenience and necessity 
permit such abandonment. Here the applicant has followed the only course 
permitted by the statute, and by so doing has put the Commission in a position 
to make the requisite finding that the present and future public convenience and 
necessity permit abandonment of the Kearney-Minden line.* 












FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and the briefs and arguments of 
counsel, as well as upon the preceding portion of this decision, it is further found 
and concluded that: 

(1) Applicant is a “natural gas company” within the meaning of the Natural 
Gas Act and is subject thereunder to regulation by the Commission. 

(2) The Kearney-Minden transmission line proposed to be abandoned and re- 
moved by the applicant is used for the transportation and sale in interstate com- 
merce of natural gas as an integral part of the applicant’s existing pipeline 
system, and is subject to the requirements of section 7 (b) of the Natural Gas Act. 

(3) Public convenience and necessity permit the abandonment and removal of 
the Kearney-Minden transmission line as proposed in the application herein. 

(4) The 10.5 miles of 2-inch and smaller line, as described in the application, is 
proposed to be used in the transportation of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, and the construction and operation 
thereof by the applicant are subject to the requirements of subsections (c) and 
(e) of section 7 of the Natural Gas Act. 

(5) Applicant is able and willing properly to do the acts and to perform the 
service proposed by the construction and operation of the transmission line re- 
ferred to in (4) above, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(6) The construction and operation of the transmission line referred to in (4) 
above, as proposed by the applicant, is required by the public convenience and 
necessity, and a certificate therefor should be issued as hereinafter ordered. 

































ORDER 





Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its rules of prac- 
tice and procedure, that: 

(A) Applicant be and it is hereby authorized to abandon and remove its 
Kearney-Minden transmission line as proposed in its application and upon the 
terms and conditions of this order. 

(B) Applicant shall report to the Commission in writing, under oath, the 
completion date of the abandonment and removal of the Kearney-Minden trans- 
mission line referred to in (A) above. Abandonment and removal of said line 



















2 While the finding required by section 7 (b) as the basis for Commission approval may 
now be made, such a finding would undoubtedly have been impossible at the time inter- 
ested customers served by the Kearney-Minden line filed a protest to the proposed aban- 
donment of that line without a continuation of the service by other means. In this con- 
nection, paragraph (8) of the application in this proceeding recites: “Applicant further 
shows that the 21 resident customers referred to herein and other persons have previously 
filed with the Federal Power Commission a protest of applicant’s proposed removal of the 
Kearney-Minden * * * line and applicant now advises that negotiations have been con- 
cluded with the said parties by applicant whereby the parties now served by the * * * 
Kearney-Minden transmission line are agreeable to the removal of this old * * * line and 
to the substitution of the small line.” 
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shall be made in such a manner as not to cause an interruption of service to 
the 21 rural customers presently being served thereby. 

(C) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing the applicant to construct and operate the facilities referred 
to in (4) above, all as more fully described in the application, for the transporta- 
tion of natural gas as therein set forth, subject to the jurisdiction of the Com- 
mission, upon the terms and conditions of this order. 

(D) The facilities to be constructed shall be completed within 12 months of 
the dute when this order issuing the certificate becomes final as the act of the 
Commission, unless such time be extended by the Commission for good cause 
shown. 

(E) Applicant shall report to the Commission in writing, under oath, the date 
of completion of the construction of the facilities herein authorized, together 
with the date of commencement of operation. 

(F) The certificate hereby issued is not transferable and shall be effective 
only so long as the applicant continues the operations herein authorized in 
accordance with the provisions of the Natural Gas Act, and any pertinent rules, 
regulations, or orders heretofore or hereafter issued by the Commission. 


Francis L. Hatt, 
Presiding Examiner. 


IN THE MATTER OF 
KANSAS-NEBRASKA NATURAL GAS COMPANY, INC. 


Upon Application for Order Amending Orders Issuing Certificates of Public 
Convenience and Necessity 


Docket Nos. G-683 and G-—1532 
December 11, 1952* 


Syllabus 


o 


Commission amends under section 7 of Natural Gas Act certificates of public 
convenience and necessity issued under previous orders. P. 496. 


zekiel G. Stoddard for Kansas-Nebraska Natural Gas Co., Inc. 
Oscar E. Reed for the staff of the Federal Power Commission. 


HAt., Presiding Examiner: These proceedings are upon the application filed 
by Kansas-Nebraska Natural Gas Co., Inc. (applicant), pursuant to the pro- 
visions of section 7 of the Natural Gas Act, as amended, for amendment of 
Commission orders heretofore issued in docket Nos. G-683 and G-—1532 as 
follows :* 

(1) Amendment of item (d) (vii) (g) of the Commission's order of March 30, 
1946, in docket No. G-683 (5 F. P. C. 432) so as to change the length of the 
lateral line involved from 8 miles of 2%4-inch pipeline* to 3 miles of 2%-inch 
pipeline by making the language of said item read as follows: 


*Initial decision and order became effective on January 12, 1953, as final decision and 
order of the Commission. 

1 Applicant also requested amendment of paragraph (e) of the Commission’s order 
entered November 9, 1951, in docket No. G—1683, 10 F. P. C. 1522, which request was 
granted by order of the Commission dated September 11, 1952, 11 F. P. C. 1296. No further 
action is required in connection therewith. 

2 The 8 miles of pipeline previously authorized is no longer required because of a different 
route now available. 
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(zg) Doniphan in Hall County, Nebr. Approximately 3 miles of 2%s-inch 
pipeline. 

(2) Amendment of paragraph (1) of the description of the facilities in the 
Commission’s order of February 27, 1951, in docket No. G-1532, 10 F. P. C. 761, 
so as to change the authorized 2,000 horsepower capacity of the new Holcomb 
compressor station from one 2,000 horsepower unit to four 500 horsepower units 
by amending said paragraph to read as follows: 

(1) A new compressor station near Holcomb, Kans., to replace applicant's 
existing Holcomb compressor station, and equipped with four 500 horsepower 
compressor units and a 44,000 M. c. f. per day capacity glycol dehydration 
plant. Such dehydration plant will be moved from applicant’s existing 
Scott City, Kans., compressor station.’ 

(3) Amendment of paragraph (14) of the description of facilities in the 
Commission’s order in docket No. G-1532 by eliminating the words “and Stanton” 
from the last line of said paragraph.‘ 

By order dated August 12, 1952, docket Nos. G-683 and G-1532 (along with 
docket No. G—-1683) were reopened to determine whether the orders therein 
should be amended as requested by the applicant. These reopened proceedings, 
for purpose of hearing, were consolidated with the proceedings in docket Nos. 
G-1852 and G-1970. The hearing began on August 19, 1952, and continued for 
4 days, following which briefs were filed.” 

Applicant is now engaged in a program of new construction, replacement of 
existing facilities and modification of its system for the purpose of increasing the 
daily design delivery capacity thereof from 182,600 M. c. f. to 192,590 M. ec. f., such 
increase in system capacity being the subject matter of its application filed in 
docket No. G-1857. The evidence shows that the carrying out of that program 
requires amendment of the certificate orders heretofore issued in docket Nos. 
G-683 and G-1532, and that such amendment be in the form requested by 
applicant. 


FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and the briefs and arguments 
of counsel, as well as upon the preceding portion of this decision, it is further 
found and concluded that: 

It is reasonable and appropriate in carrying out the provisions of the Natural 
Gas Act, and the public convenience and necessity require, that the Commission’s 
certificate order of March 20, 1946 in docket No. G—683 and its certificate order 
of February 27, 1951, in docket No. G—1532, 10 F. P. C. 761, be amended as 
hereinafter ordered. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its rules of practice 
and procedure, that: 


3% Amendment of paragraph (1) of the description of the facilities in the Commission's 
order of February 27, 1951, in docket No. G—1532 involves shifting to applicant's Scott 
City, Kans., compressor station one 2,000 horsepower unit originally intended for the 
Holcomb compressor station and the transfer of two 500 horsepower units from the Scott 
City station to the Holcomb station. The other 1,000 horsepower authorized for the 
new Holcomb station will be comprised of one 500 horsepower unit from applicant's old 
Holcomb station and one 500 horsepower unit from its Pawnee Rock, Kans., station. 

* Elimination of facilities authorized in docket No. G-1532 to serve Stanton is necessary 
because of authority requested in docket No. G-1857 to serve Stanton by a different route. 

5 This intermediate decision is concerned only with the reopened proceedings in docket 
Nos. G-683 and G-1532. 
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(A) The order of March 30, 1946, in docket No. G-683 (5 F. P. C. 432), issuing 
a certificate of public convenience and necessity to applicant, be and the same is 
hereby amended by changing item (d) (vii) (g) thereof to read as follows: 
“Doniphan in Hall County, Nebr. Approximately 3 miles of 2%-inch pipeline.” 
(B) The order dated February 27, 1951, in docket No. G—1532, issuing a cer- 
tificate of public convenience and necessity to applicant, be and the same is 
hereby amended by deleting “and Stanton” from the last line of paragraph (14) 
thereof, and by changing paragraph (1) of that order to read as follows: “A 
new compressor station near Holcomb, Kans., to replace applicant’s existing 
Holcomb compressor station, and equipped with four 500 horsepower compressor 
units and a 44,000 M. c. f. per day capacity glycol dehydration plant. Such 
dehydration plant will be moved from applicant’s existing Scott City, Kans., 
compressor station.” 
Francis L. HALL, 
Presiding Examiner. 


IN THE MATTER OF 
IOWA-ILLINOIS GAS AND ELECTRIC COMPANY 


Upon Applications for Disclaimers of Jurisdiction, or in the Alternative, Cer- 
tificates of Public Convenience and Necessity Under Section 7 of the Natural 
Gas Act 


Docket Nos. G-1899 and G-—2012 
January 5, 1953* 
Syllabus 


1. Where pipelines will perform principally an interstate transportation function 
and only incidentally a very minor retail distribution function, the facilities 
are within the jurisdiction of the Commission under the Natural Gas Act, 
even though the company operates completely within the state where the gas 
is finally consumed. P. 501 

2. Facilities here involved are additional facilities to provide added capacity to 
deliver gas to the Applicant’s existing markets at the same points of de- 
livery, and thus do not constitute “facilities which will be utilized for the 
delivery of natural gas at new delivery points” under section 2.55 of the 
Commission’s rules and regulations, which provides for an exemption from 
the requirements of section 7 of the Natural Gas Act. P. 502. 

3. Commission issues certificate of public convenience and necessity under section 
7 of Natural Gas Act to applicant to continue the operations of some trans- 
mission facilities and to construct other transmission facilities. P. 504. 


Stanley M. Morley for Iowa-Illinois Gas and Electric Co. 
William L. Brunner for the staff of the Federal Power Commission. 


Hampton, Chief Presiding Examiner: These proceedings arise upon 2 ap- 
plications filed by Iowa-Illinois Gas and Electric Co., 1 filed on February 28, 1952, 
and supplemented on May 12, 1952, and the other filed on July 28, 1952, each for a 
disclaimer of jurisdiction or, in the alternative, for a certificate of public con- 
venience and necessity under section 7 of the Natural Gas Act, to authorize (in 


*Initial decision and order became effective on February 5, 1953, as final decision and 
order of the Commission. 
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docket No. G-2012) the construction and operation, and (in docket No. G—1899) 
the continued operation, of certain natural gas pipeline facilities in the State of 
Iowa. The Commission by its order of August 28, 1952, consolidated the two 
proceedings for the purpose of hearing; and pursuant to such order, a public 
hearing was held and concluded on September 9, 1952. 

The applicant, in docket No. G—1899, in case jurisdiction is found, asks for a 
certificate to authorize the continued operation of approximately 23 miles of 4- 
inch duplicate pipeline extending from the pipeline of Natural Gas Pipeline Co. 
of America’ to the Ottumwa, Iowa District of the applicant, the Iowa-Illinois 
Gas & Electric Co.? and approximately 17 miles of 10-inch duplicate pipeline 
serving its Davenport District. These facilities were built during 1948 and 1949 
when Iowa-Illinois had an application on file for a disclaimer by the Commission 
of jurisdiction.* The application in docket No. G-2012, while questioning juris- 
diction, is, in the alternative, for a certificate to authorize the construction and 
operation of approximately 22 miles of 8-inch duplicate pipeline paralleling the 
applicant’s existing 3-inch and 4-inch lines serving the Ottumwa District. 


THE APPLICANT AND ITS OPERATIONS 


Iowa-Illinois is an Illinois corporation having its principal place of business 
in Davenport, Iowa, and is authorized to do business in the States of Illinois and 
Iowa. Its gas operations consist entirely of the transportation and distribution 
of natural gas. It makes no sales for resale. Its facilities, covering several 
communities in two States, are located as follows: 
fo Silingls....... Mines Disiet..........<<3.s- Rock Island 

Moline 
East Moline 
Silvis 
Milan 
BOR. a wcecnce Davenport District -_......_-- Davenport 
Bettendorf 
Iowa City District........-_-- Iowa City 
Coralville 
University Heights 
Cedar Rapids District_-____-_-_- Cedar Rapids 
Marion 
Ottumwa District............ Ottumwa 
Fort Dodge District-----_.--- Fort Dodge 
Manson 


The operations of the applicant, grouped as they are into six districts, are 
supplied with natural gas through the transportation of natural gas by the 
applicant in interstate commerce.“ The applicant purchases the natural gas 
supplied in each of these six districts from Natural Gas Pipeline Co. of America 
with the exception of that supplied in the Fort Dodge District, which is purchased 
from Northern Natural Gas Co. 

The natural gas which the applicant. purchases from Natural and which it 
proposes to transport by means of the facilities hereinbefore described in its 
Ottumwa and Davenport Districts, originates in the Panhandle gas field in the 


1 Hereinafter sometimes referred to as “Natural.” 
? Hereinafter sometimes referred to as “Iowa-Illinios” or “the applicant.” 
%In docket No. G-303, the Commission determined the applicant to be a ‘natural-gas 
company” within the meaning of that term as used in the Natural Gas Act. 
4In the Matters of Iowa-Illinois Gas € Electric Co., docket Nos. G-303 and G—1721. 
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State of Texas, and is transported by Natural over its authorized transmission 
pipeline facilities to many points in several States, including Iowa and Illinois, 
where Natural delivers and sells the same to utilities for resale. The flow of 
such gas through the transmission pipeline system of Natural from Texas is and 
will be continuous and uninterrupted from the points of production to the several 
points of delivery to the applicant, including the points of delivery in Mahaska 
and Scott Counties, Iowa, and from the said points it will flow without interrup- 
tion in a continuous stream through the applicant’s existing interstate system, 
as well as through its facilities which are the subject matter of the applications 
herein, to its local distribution systems in the Ottumwa and Davenport Districts. 
Both Natural and Northern are engaged in the transportation and sale of 
natural gas in interstate commerce and are natural-gas companies within the 
meaning of the Natural Gas Act, as heretofore found by the Commission.® 


THE OTTUMWA DISTRICT 


The Ottumwa District in 1950 had an urban population of 33,640 and as of 
December 22, 1951, the applicant had 9,429 gas customers in this district.° The 
evidence shows that the 4-inch line paralleling applicant’s 3-inch line authorized 
in docket No. G-303 was and is required to supply the natural gas requirements of 
the Ottumwa District. The requirements of this District’ are increasing to the 
extent that both the existing lines are inadequate to supply the estimated require- 
ments, and it is necessary that the applicant shall construct the proposed addi- 
ional 8-inch pipeline, the authorization of which is applied for in docket No. 
G-—2012, and which is here found to be required by the present and future public 
convenience and necessity. 

The capacity of the two laterals is approximately 7,000 M. c. f. per day, which 
is less than the estimated peak-day requirements for the future. The actual 


and estimated annual and peak-day requirements of the Ottumwa District are 
as follows: 








1 j ] 
Classification (M therms) | 1951 1952 | 1953 1954 | 1955 | 1956 | 1957 

(actual) | 

ae | | | | 
et pat EEE ee | 5,048 | 5,975 | 7,127] 8,461 | 9,806 | 11, 169 | 12,551 
Commercial............. ancien | 1, 480 1,512 | 1,974 2, 654 3,292 | 3,934 4, 577 
iis ates ddeneeacindinnaneas naa 1, 208 1, 453 1, 598 1,678 | 1,762) 1,850 1, 943 
Interruptible off-peak..................---- 7,736 | 8,337 | 8,485 | 9,171 | 18,389 | 19,309 | 20,275 
Used by company and unaccounted for-... 1,067 | 1,567 | 1,867 | 2,192 2,514 | 2,840 ; 3,171 
ITE RAN cic pccnstbinciiecun | 16,539 | 18,744 | 21,051 | 24,156 | 35,763 | 39,102 | 42,517 
Peak day requirements....................- | 5, 533 8, 094 | 10, 460 | 12, 798 | 15, 126 | 17, 462 | 19, 812 

' 





The multiple lines into the Ottumwa District will, it is thought, also provide 
flexibility of operation and permit the cleaning and repairing of the lines without 
interruption of service and at minimum cost. 


DAVENPORT DISTRICT 


The applicant’s Davenport District embraces the cities of Davenport and Bet- 
tendorf, Iowa. This district is served by the approximately 17 miles of 10-inch 
line described in the application in docket No. G—1899 and the 8-inch and 6-inch * 


5In the Matters of Natural Gas Pipeline Co. of America, docket No. G-—235, 3 FPC 
830, and Northern Natural Gas Co., docket No. G—280, 3 FPC 967. 

*Item “A.” 

7 The Ottumwa District embraces the city of Ottumwa, Iowa. 

* Continued operation authorized by “grandfather” certificate of public convenience and 
necessity issued pursuant to application filed in docket No. G—303. 
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lines which it parallels.® Since the completion of the pipeline which was con- 
structed pursuant to temporary authorization granted by the Commission in 
docket No. G—1364, the facilities in the Davenport and Illinois Districts are 
interconnected. Thus, gas also moves through the aforesaid 10-, 8- and 6-inch 
lines for consumption in the Illinois District. The 1950 urban population and 
the number of customers served in the Davenport and Illinois Districts as of 
December 22, 1951, are as follows: 





| Population Customers 








ED cdigntnaiscdbaia Ghat bbninn scan wepacaseStnbadnccunenninacseoasa 78, 502 23, 102 
Rp iiictisnapcunticina nandinetnrinishinicaebusenienss she eeiiannahehecae | 104, 576 | 1 29, 591 
1 Item “A.” 


The annual and peak day requirements of the Davenport and Illinois Districts 
are as follows: ”* 





1950-51 | 1950 








1951 
annual peak day | annual 
| } | rx 
| Mes. M. c.f. M.c.f. 
I aa ld See ae aden 6, 767, 082 20, 319 7, 208, 647 
RE RL ES Oe 380, 071 


6, 163, 243 | 20, 353 5, 





The applicant states that the 10-inch line serving its Davenport District, for 
which it seeks authorization for continued operation, was built to assure con- 
tinuity of service in the event of a line break or outage and to enable it to meet 
requirements of its customers at minimum cost. Since the completion of the 
connection between the Davenport and Illinois Districts, it appears that the 10- 
inch and other laterals are also used for service to the Illinois District and thus 
protect service in such district in the event of a failure of the lateral connect- 
ing the Illinois District with the facilities of Natural. It is concluded that the 
continued operation of the 4-inch and 10-inch lateral pipelines is required by the 
public convenience and necessity. 

The applicant will, according to the evidence, continue to receive the natural 
gas required for its Ottumwa, Davenport and Illinois Districts from Natural 
Gas Pipeline Co. of America. 


FINANCING—COST OF FACILITIES 


The cost of existing facilities and the estimated cost of the new pipeline lateral 
are as follows: 


NS ics scanoictthintilitegicics ee I OS etc hncticnamniee $201, 361 
I iiedcncth chicieactntateindin Se OG Oe sawnisaiiamsunausdmes * $451, 281 
CR d ei etecen SNE 6 Sohttidiettcccuteuce * $500, 000 
1Item “A.” a 
2Item “D.” 


The expenditures for the existing pipeline were made from funds then on hand 
and the applicant will finance the proposed pipeline from funds now on hand. 
It is able to do so. 


® Item “A.” 
10 Ttem ‘A.’ 
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NO CHANGE IN RATES 


No change in its present rates is contemplated by the applicant by reason of the 
construction and operation of the proposed 8-inch pipeline paralleling its ex- 
isting 3-inch and 4-inch pipelines servicing the Ottumwa District. 


THE ISSUE OF JURISDICTION 


There is no basic factual controversy here, either jurisdictional or affecting 
the merits. All parties, including counsel for the staff of the Commission, are in 
agreement that the facts of record will support and justify the issuance of a 
certificate covering the facilities for which authorization is sought in both 
G-1899 and G—2012, once jurisdiction is found. The jurisdictional issue pre- 
sented by the applicant, by the contention that the facilities herein described are 
facilities which will be used for local distribution, has heretofore, in a state of 
facts essentially similar, been disposed of by the Commission effectually In the 
Matter of Iowa-Illinois Gas and Electric Co., docket No. G-1721. The facilities 
which the applicant there sought authorization to construct and operate, con- 
sisted of a lateral pipeline extending from the main transmission pipeline of 
Natural in Iowa, paralleling the applicant’s existing lateral serving the Iowa City 
and Cedar Rapids districts, in the State of Iowa. In that case, as here, the gas 
which the applicant proposed to transport by means of its proposed facilities was 
obtained from Natural in Iowa for ultimate consumption in the State of Iowa. 
The facilities under consideration there were substantially of the same character 
and use as those here proposed to be authorized. There is no difference in facts 
that would affect the question of jurisdiction. 

It appears clear that the facilities here proposed for authorization are to be 
utilized for the transportation of natural gas in interstate commerce. In the 
Matters of Texas-Illinois Gas Pipeline Co., docket Nos. G-1246 and G—1477, the 
Commission in its opinion No. 216 (10 F. P. C. 235), said: 

There is no question but that there will be a continuous flow of natural 
gas from outside the State of Illinois to and through the hereinbefore 
described existing and proposed pipelines of the Illinois Companies in that 
State. It would follow that by reason of the construction, operation and 
maintenace of such pipelines, the companies in question will themselves 
be engaged in the transportation of natural gas in interstate cominerce. The 
interstate journey of the gas will not be terminated the instant Texas- 
Illinois delivers it into the pipelines of the Illinois Companies, even though 
they operate completely within the State where the gas is finally consumed. 
Federal Power Commission v. East Ohio Gas Co., 338 U. S. 464 (1950). 

The pipelines in question here will perform an interstate transportation 
function. The service proposed from these lines to the few prospective 
consumers along the routes of the lines in the rural areas traversed, at most, 
is an incidental function. The Illinois Companies’ contention, in effect, that 
this incidental function or use of the pipelines in question by constituting 
local distribution will place the whole pipeline system in the category of 
facilities used for local distribution, and thus expressly excluded from the 
Commission’s jurisdiction by the “but” clause of section 1 (b) of the Natural 
Gas Act, cannot be accepted. It is not possible to distinguish the Supreme 
Court’s decision in the East Ohio Case from the present case: The criterion 
of that Court in that case for determining “local distribution” is clearly 
stated in its opinion (338 U. S. 464, at 469-471), is known to all who must 
deal with these matters, and need not be repeated herein. 

* * * 


* * 
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The facilities in question here are not located wholly within the areas 
bounded by the city limits of any of the communities proposed to be seryed 
by the Illinois Companies. The cross-country pipelines will perform princi- 
pally an interstate transportation function and perform incidentally a very 
minor retail distribution function. While it is true that the pipelines in 
question will perform dual functions, the overall function will be principally 
and almost exclusively, interstate transportation. 

As stated above, we are unable to find legal grounds for distinguishing the 
situation here presented from the recent East Ohio decision of the United 
States Supreme Court. We are bound, therefore, to find that the function of 
the lines in question in the interstate transportation of natural gas brings 
them within the ambit of our jurisdiction under the Natural Gas Act. * * * 

Upon the evidence, it is apparent, under the controlling authority, that the 
facilities for which the applicant here asks authorization are subject to subsec- 
tions (c) and (e) of section 7 of the Natural Gas Act. 


SECTION 2.55 OF THE COMMISSION’S GENERAL RULE 


It appears that the facilities here under consideration are not exempt, as 
urged by the applicant, from the requirements of section 7 of the Natural Gas 
Act, under subsection (c) of section 2.55 of the Commission’s general rules and 
regulations which provides as follows: 

§2.55 Definition of term used in section 7 (c). For the purposes of 
section 7 (c) of the Natural Gas Act, as amended, the word “facilities” as 
used therein shall be interpreted to exclude: 


* * * * * * * 


(c) New Delivery Points. Metering and regulating installations and 
branch lines necessary to the establishment of new delivery points required 
for the delivery of gas to an existing customer for resale in a local community 
presently served from the same pipeline system by such customer.” [Em- 
phasis supplied. ] 

The facilities here involved do not constitute facilities which will be utilized 
for the delivery of natural gas at new delivery points, but are additional facilities 
to provide added capacity to deliver gas to the applicant’s existing markets at 
the same points of delivery. 

We must conclude that the applicant remains a natural-gas company within 
the meaning of the Natural Gas Act as heretofore determined by the Commission, 
and that the facilities which are the subject matter of the applications herein are 
to be used for the transportation of natural gas in interstate commerce subject 
to the jurisdiction of the Commission. It is further concluded that the proposed 
facilities do not fall within the exclusions of section 2.55 of the Commission’s gen- 
eral rules and regulations. 

There seems to be no doubt that the applicant is able and willing properly 
to do the acts and perform the service proposed in the pending applications, and 
to conform to the provisions of the Natural Gas Act and the requirements, 
rules and regulations of the Commission under such act, and it is so concluded. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the evidence and the briefs and argument of counsel, 
it is further found and concluded that: 

(1) The applicant is a corporation organized and existing under the laws of 
the State of Illinois, having its principal place of business at 206 East Second 
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Street, Davenport, Iowa. It is authorized to do business in the States of Iowa 
and Illinois. 

(2) On February 28, 1952, in docket No. G—1899, and on July 28, 1952, in 
docket No. G-—2012, Iowa-Illinois Gas and Electric Co. filed applications for a 
disclaimer of jurisdiction or, in the alternative, for a certificate of public con- 
venience and necessity pursuant to section 7 of the Natural Gas Act to authorize 
the continued operation of the existing lateral pipelines described in the appli- 
cation in docket No. G—1899 and the construction and operation of the proposed 
pipeline described in the application in docket No. G—2012. 

(3) The applicant is engaged in the purchase of natural gas from Natural 
Gas Pipeline Co. of America and Northern Natural Gas Co., for distribution 
and sale at retail in several communities in Iowa and Illinois. 

(4) The applicant is engaged in the transportation of natural gas in inter- 
state commerce, and is a “natural-gas company” as heretofore found by the 
Commission In the Matters of Iowa-Illinois Gas and Electric Co., docket Nos. 
G-303 and G-1721. 

(5) The applicant purchases gas from Natural Gas Pipeline Co. of America 
for its Ottumwa and Davenport Districts. Such gas originates in the Pan- 
handle gas field in the State of Texas, and is transported by Natural over its 
authorized transmission pipeline facilities to various points in Illinois, Iowa, 
and other States where Natural delivers and sells the same to utilities for resale 
in numerous communities in such States. The flow of the gas through the 
transmission pipeline system of Natural from Texas will be continuous and 
uninterrupted from the points of production in Texas to points of delivery to the 
applicant including the points of delivery in Nebraska and Scott Counties, lowa, 
and from the said points it will flow without imterruption in a continuous 
stream through the applicant’s interstate system and the facilities which are 
the subject matter of the applications herein, to its distribution systems serving 
the Ottumwa and Davenport Districts. 

(6) Natural Gas Pipeline Co. of America is engaged in the transportation of 
natural gas in interstate commerce, and in the sale of natural gas in interstate 
commerce for resale for ultimate public consumption, and is and remains a 
“natural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its order issued on October 13, 1942, in docket No. 
G—235, 3 FPC 830. 

(7) The facilities for which authorization is sought in docket Nos. G—1899 
and G-2012, are adequate to render the service proposed. 

(8) The existing and proposed transmission pipeline facilities will be used 
in the transportation of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, and the continued operation of the uncertificated 
facilities, as well as the construction and operation of the proposed new pipe- 
line, are subject to the requirements of subsections (c) and (e) of section 7 of 
the Natural Gas Act. The facilities here proposed for authorization are not 
facilities to be used for local distribution. 

(9) The cost of the aforesaid existing facilities and the proposed facilities 
approximates $1,152,642. The further construction will be financed from funds 
now on hand. 

(10) The proposed pipelines herein described are not exempt from the require- 
ments of section 7 (c) of the act by reason of section 2.55 of the Commission’s 
general rules and regulations. 

(11) The existing and proposed facilities are required to assure continuity of 
service to the applicant’s Ottumwa and Davenport Districts. 
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(12) The continued operation of the applicant’s existing 4-inch and 10-inch 
laterals serving the Ottumwa and Davenport Districts, respectively, and the 
proposed construction and operation of the 22 miles of 8-inch pipeline to serve 
the Ottumwa District are required by public convenience and necessity, and a 
certificate of public convenience and necessity should be issued therefer. 

(18) It is desirable and in the public interest that the certificate of public 
convenience and necessity here to be issued to the applicant should contain 
conditions with respect to the issuance of such certificate and to the exercise 
thereunder of rights and privileges. One of the conditions should provide that 
the new line shall be constructed and placed in operation on or before November 
1, 1953 unless the time here given be extended hereafter by the Commission. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal or on 
its own motion, as provided in its rules of practice and procedure, that: 

A certificate of public convenience and necessity be, and hereby is, issued to 
the applicant, Iowa-Illinois Gas and Electric Co., (1) authorizing the said 
applicant to continue the operation as at present of its existing 4-inch and 10-inch 
duplicate pipelines as described in the application pending in docket No. G—1899, 
and (2) authorizing the construction and operation of the 8-inch duplicate 
pipeline, described in the pending application in docket No. G—2012, upon and 
subject to the following terms and conditions: 

(a) This certificate shall be void and without force or effect unless accepted 
in writing by the applicant within 30 days from the date this order becomes 
final as the act of the Commission, either by efflux of time or affirmance by the 
Commission upon review. 

(b) The construction of the line hereby authorized shall be completed and 
placed in operation by the applicant on or before November 1, 1953, unless such 
time be extended hereafter by the Commission. 

(c) The applicant shall file with the Commission, in writing and under oath, 
an original and four conformed copies of the following: (i) within 10 days 
after the bona fide beginning of construction, notice of the date of such begin- 
ning; (ii) each 3 months after the date this order becomes final, issuing the 
certificate, a progress report showing the exact status of authorized construc- 
tion; (iii) within 10 days after the authorized facilities shall have been con- 
structed and placed in operation and service, notice of the date of such com- 
mencement of operation and service; and (iv) within 6 months after the 
authorized facilities shall have been constructed and placed in service and 
operation, a statement showing the actual cost of constructing the authorized 
facilities and showing separately the actual cost of labor, materials, rights-of- 
way, damages, surveys, engineering, inspection, overhead, interest during con- 
struction, contingencies, and all other items of cost, together with a statement 
showing and explaining the cause for any difference between actual cost and the 
estimates of cost relied upon by the applicant in these proceedings. 

(d) This certificate is not transferable and shall be effective only as long as 
the applicant continues the activities and operations authorized by this order 
and in accordance with the provisions of the Natural Gas Act and the applicable 
rules, regulations, and orders of the Commission. 

FRANK A. HAMPTON, 
Chief Presiding Examiner. 
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IN THE MATTER OF 


KANSAS-NEBRASKA NATURAL GAS COMPANY, INC. 
Upon Application for Certificate of Public Convenience and Necessity 
Docket No. G—1857 
January 19, 1953* 
Syllabus 


1. Commission conditions certificate of public convenience and necessity to 
provide that no new service shall be rendered, until applicant has initiated 
all firm service to all communities that have previously been authorized. 
P. §11. 

2. Commission issues certificate of public convenience and necessity under section 
7 of the Natural Gas Act to applicant to construct and operate facilities 
described in its application for the transportation and sale of natural gas. 
P. 509. 


Ezekiel G. Stoddard for Kansas-Nebraska Gas Co., Inc. 
Oscar E. Reed for the staff of the Federal Power Commission. 


HAL, Presiding Examiner: This proceeding is upon the application filed by 
Kansas-Nebraska Natural Gas Co., Ine. (applicant), pursuant to the provisions 
of section 7 of the Natural Gas Act, for a certificate of public convenience and 
necessity to construct and operate the following described natural gas facilities: 

(1) Approximately 5 miles of 12%4-inch pipeline to replace 8%-inch pipe 
in the existing line between Colby and Atwood, Kans. 

(2) Approximately 15 miles of 12%-inch pipeline to replace 85-inch pipe 
in the existing line between Scott City and Colby, Kans. 

(3) Approximately 5 miles of 12%4-inch pipeline to replace 8%-inch pipe in the 
existing line immediately south of Holdrege, Nebr. 

(4) Approximately 1614 miles of 16-inch pipeline and 314 miles of 12%-inch 
pipeline extending from a point north of Hastings, Nebr., to a point 1 mile south 
of Grand Island, Nebr. 

(5) Approximately 9 miles of 85¢-inch pipeline extending from a point on the 
proposed 16-inch line referred to in (4) above, about 3 miles northeast of 
Doniphan, Nebr., to a point near Giltner, Nebr.’ 

(6) Approximately 78 miles of 85¢-inch pipeline extending east from the Scott 
City compressor station to a point between Alexander and Rush Center, Kans.’ 

(7) Approximately 9 miles of 65¢-inch pipeline and 9 miles of 85¢-inch pipeline 
beginning at a point northeast of Herndon, Kans., and extending north across 
the Kansas-Nebraska State line to McCook, Nebr. 

(8) Approximately 8 miles of 6%-inch pipeline beginning at the Ansley, 
Nebr., town border station and extending southeast to a point near Mason City, 
Nebr., replacing an existing segment of 314-inch pipeline.* 


*Initial decision modified and adopted as so modified on February 26, 1953, by order 
of the Commission, infra, p. 510. 

21 With the construction of items (4) and (5) applicant will remove and salvage: 16 
miles of 12%-inch pipeline; 0.8 mile of 16-inch pipeline; 3 miles of 654-inch pipeline; and 
3 miles of 4%4-inch pipe line. 

2 With the construction of item (6) applicant will remove and salvage approximately 25 
miles of 3%4-inch pipeline and 19 miles of 3%4-inch pipeline. 

The 34-inch pipeline to be replaced by the 65g-inch pipeline will be removed and 
relaid. 
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(9) One additional 2,000 horsepower compressor engine in the Scott City, 
Kans., compressor station and transfer of two 500 horsepower units from that 
station to the new Holcomb station. 

(10) Approximately 9 miles of 4%4-inch; 8 miles of 3%4-inch; 13 miles of 
2%-inch lateral pipelines and 3 town border stations to serve the towus of Stan- 
ton, Pilger, and Wisner, Nebr. 

(11) Approximately 0.1 mile of 4%4-inch and 8 miles of 2%-inch pipeline and 
16 metering stations to serve a sugar refinery in Ovid, Colo., and 15 alfalfa 
dehydration plants at the following locations in Nebraska: Brady (2), Brule 
(1), Burwell (1), Cozad (3), Grand Island (2), Hastings (1), Loomis (1), 
Odessa (1), Ord (1), Sutherland (1), and Wisner (1). 

By means of the above described facilities applicant proposes to increase the 
daily design capacity of its system trom 182,600 M. e. f. to 192,590 M. ec. f.* 

A public hearing on the matters involved and issues presented by the applica- 
tion began on August 19, 1952, and continued for 4 days, following which briefs 
were filed. 

By order of the Commission, Central Electric & Gas Co. was permitted to 
become an intervenor pursuant to a petition for intervention filed by that com- 
pany. Thereafter, the company requested withdrawal of its petition for inter- 
vention and did not participate in the hearing. 

Applicant, a Kansas corporation having its principal place of business at 
Phillipsburg, Kans., purchases natural gas in the States of Kansas and Nebraska 
and owns and operates an integrated and interconnected transmission pipeline 
system serving areas in those States and in the State of Colorado. By the oper- 
ation of that system, applicant is engaged in the transportation and sale of 
natural gas in interstate commerce for resale for ultimate public consumption 
for domestic, commercial, industrial and other uses, and admittedly is a “natural- 
gas company” within the meaning of the Natural Gas Act, and subject thereunder 
to regulation by the Commission. 

Applicant’s principal source of gas supply is the Hugoton field in southwestern 
Kansas. It also secures natural gas from the Unruh gas area in Kansas and 
from the Big Springs field in Nebraska. Natural gas produced in these fields 


* Applicant’s construction program required minor modification of prior orders of the 
Commission issued in docket Nos. G-683, G-1532 and G-1683. By order of the Commis- 
sion dated August 12, 1952, these three dockets were reopened and, together with the pro- 
ceeding in docket No. G-1970, were consolidated for purpose of hearing with the proceeding 
in docket No. G—1857. 

This intermediate decision is concerned only with the application filed in docket No. 
G-1857. The Commission’s order of September 11, 1952, modified its prior order in docket 
No. G—1683 in the manner requested by applicant. The examiner’s intermediate decisions 
in the other proceedings were issued on December 5, 1952 (in docket No. G—1970), 12 
F. P. C. 492, and December 11, 1952 (in docket Nos. G-683 and G—1532), 12 F. P. C. 495, 
and have become the final decisions of the Commission. 

5 The daily capacity of applicant’s presently authorized system is 182,600 M. c.f. After 
the proposed construction it will be as follows: 

M. c. f. 
From the Hugoton Field 164, 190 
Scott City Comp. Station North 29, 735 
Scott City Comp. Station Northeast 110, 925 
Scott City Comp. Station East 12, 485 
South of Scott City Comp. Station 11, 045 


aaa cts ndenctndnoneiaelle icine 
From Big Springs Field 
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is transported through applicant’s system to the various towns and customers 
served. 

Of the 76,569 meters attached to the system, 43,901 are served at wholesale 
and 32,668 at retail. Applicant supplies gas at wholesale to 59 towns in Kansas 
and Nebraska, and distributes gas at retail in 40 towns in Kansas, 68 towns in 
Nebraska, and 2 towns in Colorado. Applicant also furnishes gas for heating, 
power, etc., to various large State institutions and the Naval Ammunition Depot 
at Hastings, Nebr. In addition it supplies gas to several central electric power 
plants for fuel, and to various industries located along its system. The total 
population served is approximately 259,500. 

The only issue presented by the application is whether the public convenience 
and necessity require the construction and operation of the eleven items of 
facilities proposed to be constructed and hereinabove described. Counsel for 
the applicant and for the Commission staff agree that the requested certificate 
should be granted. Staff counsel, however, contends that the certificate should 
be accompanied by a condition, among others, requiring that no new service 
contemplated by the application, i. e., to 4 small towns and 16 industrials, be 
rendered until all firm service to towns and communities previously certificated 
by the Commission has been initiated. This proposed condition, hereinafter 
considered and found unwarranted, is opposed by applicant. 

The 11 items of facilities for which a certificate is sought are estimated to 
cost $2,576,686 and are part of a total expansion program undertaken by appli- 
cant which is expected to require an aggregate expenditure of $5,669,438. The 
construction program represents another step in the progressive development 
of applicant’s system to meet the growing demand in its service area. 

The estimated cost of the 11 items of facilities appears reasonable, being 
based upon market costs and applicant’s experience with similar construction, 
and no question is raised as to the adequacy of such facilities to provide the 
capacity estimated by applicant as being required to meet its expanding system 
requirements. The cost thereof, as well as the cost ($3,092,752) of the facilities 
for which no certificate is deemed to be required, will be financed through (a) the 
sale of first mortgage sinking fund bonds ($4,035,000), of which $3 million 
principal amount, 314 percent series due 1971, have been sold at par, and (b) 
from operations and working capital ($1,634,438) * 

The Commission's technical staff, after an independent check of applicant’s 
estimates relating to recoverable gas reserves and deliverability of such re- 
serves, agrees that the gas supplies available to applicant are reasonably ade- 
quate to meet the estimated requirements of the markets to be served. 

Applicant's estimates also indicate that an adequate return will be derived 
from the operation of the facilities for which a certificate is requested,’ with no 
increase in gas rates being contemplated because of the installation thereof. 

The above discussed factors bearing upon the issue of public convenience and 
necessity, being supported by satisfactory evidence, warrant a finding that the 
public convenience and necessity require the construction and operation by the 
applicant of the proposed facilities. 

Turning now to the contention of staff counsel that the certificate should be 
conditioned so as to require that no new service be rendered by means of the 
facilities to be certificated until all firm service to 36 towns and communities 
previously certificated by the Commission has been initiated. 


* Applicant’s balance sheet as of June 30, 1952, and cash flow statement indicate that 
for the years 1952-1956 it will have adequate cash available for the proposed construction 
program. 

7 According to a witness for the applicant, a slight reduction in the rate of return on 
plant investment will only be temporary. 
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In considering staff counsel’s proposal it should be observed that the proposed 
new service, consisting of 16 industrials (15 alfalfa dehydration plants and a 
sugar refinery) and 4 small towns, i. e., Doniphan, Wisner, Pilger, and Stanton, 
Nebr.,® will have no effect on applicant’s firm customers to be supplied by the 
facilities to be certificated. In fact, except for an insignificant amount of firm 
service to be provided the four Nebraska towns, none of the new service will be 
rendered on peak days. The alfalfa dehydration plants will operate during 
summer months when applicant’s daily sales never approach system capacity.’ 
The sugar refinery will be supplied directly from the newly discovered Big 
Springs field located at the northwest extremity of the system, and there is no 
indication that such interruptible service will have any impact on capacity and 
deliverability throughout the system. Accordingly, it is clear that the proposed 
new service will provide substantial and needed revenue to applicant without 
in any way jeopardizing rendition of firm service (assuming that can be satis- 
factorily accomplished) to the 36 towns and communities previously certificated 
but not yet receiving service. 

Although applicant has not as yet instituted service to the 36 towns and com- 
munities presently authorized to be served, which towns and communities it 
heretofore represented as being in need of gas service it was desirous of render- 
ing, it does not appear that the company has disregarded or is unmindful of 
their needs. As applicant’s president testified, the management recognizes that 
the company is dedicated to make every effort to serve as many customers in 
its territory (comprised of rural and agricultural areas) as possible and has 
done the best it could in taking on small and widely separated communities in 
the last few years.” No evidence refuting this testimony was offered and none 
of the 36 towns and communities intervened in this proceeding for the purpose 
of showing that applicant has been lacking in its efforts. 

Sixteen of the 36 towns and communities certificated but not yet served con- 
sist of part of those certified in docket No. G—1532, issued February 28, 1951, 10 
F. P. C. 761.4 To date applicant has been prevented from constructing laterals 
to these towns because of its inability to obtain the required pipe. The Petro- 
leum Administration for Defense first held up the application (filed in 1951) for 
the necessary priority and authorization for pipe and the application was not 
granted until the spring of 1952. Applicant hopes to get its orders placed in the 
near future, so that the necessary pipe can be obtained and service to these 16 
towns and communities initiated before the end of this year. 

The other 20 towns and communities certificated but not served range in 
population from 100 to 818 and have a combined population of only 5,770. In- 
creased cost of labor and material, rerouting of previously existing lines as a 


® Applicant has obtained a franchise from the town of Doniphan (population 412) au- 
thorizing the construction and operation of the distribution system, and has on hand the 
pipe needed to construct the lateral to this town. Central Electric & Gas Co. has secured 
franchises to serve Stanton, Pilger, and Wisner (combined population 3,148) and has 
requested wholesale service from applicant. Construction of the lateral to serve these 
three towns will be dependent upon PAD authorizations and the acquisition of the neces- 
sary pipe; also upon the construction of the distribution system by Central. 

*The system operates on a load factor of about 50 percent because of the nature of 
applicant’s sales area and the lack of large industrial customers to take up seasonal slack. 

70 The average town and community served by applicant has a population of only 1,535. 
Two towns, Hastings and Grand Island, Nebr., comprise about 45,000 of the total (259,500) 
population served, so that the balance averages substantially less than 1,535. 

u The 16 towns have a combined population of 16,318 and all are located in Nebraska, 
being comprised of Clearwater, Ewing, Orchard, Page, Inman, O'Neill, Plainview, Osmond, 
Creighton, Wausa, Bloomfield, Randolph, Coleridge, Laurel, Pierce, and Hartington. 
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result of several expansion programs, and inability to obtain small pipe in 
sufficient quantities have delayed service to these communities and, in some in- 
stances, will cause a reexamination to be made of the economic feasibility of 
providing service as originally planned. Recognition of applicant’s inability 
to provide service within a specified time to the 20 towns and communities seems 
to be reflected in the fact that the Commission, in its prior orders (docket Nos. 
G-683, G-984, G-1180 and G—1683) authorizing firm service to them, did not fix 
the time within which such service was to be initiated. 

There is no question but that applicant has and will continue to have sufficient 
capacity and gas supplies to furnish firm service to the 36 towns and communi- 
ties not yet receiving service. However, even if applicant’s reexamination in the 
light of current conditions establishes that service to all is economically and 
otherwise justified, there is no assurance that the small pipe and other material 
required to provide such service can be obtained in the near future. 

In view of the foregoing considerations, there appears to be no justification 
for imposing upon applicant the condition proposed by staff counsel. Such a con- 
dition could, among other things, cause applicant to unnecessarily suffer a sub- 
stantial loss in revenue and would be of no benefit to its consumers as a whole. 





FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and the briefs and arguments 
of counsel, as well as upon the preceding portion of this decision, it is further 
found and concluded that: 

(1) Applicant is a “natural-gas company” within the meaning of the Natural 
Gas Act and is subject thereunder to regulation by the Commission. 

(2) The 11 items of facilities hereinabove described are proposed to be used 
in the transportation and sale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as integral parts of applicant's existing pipe- 
line system, and the construction and operation thereof by applicant are subject 
to the requirements of subsections (c) and (e) of section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities by applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its rules of prac- 
tice and procedure, that: 

(A) A certificate of public convenience and necessity be and the same hereby is 
issued authorizing the applicant to contruct and operate the eleven items of 
facilities hereinabove described, all as more fully described in applicant’s first 
amended application, for the transportation and sale of natural gas as therein 
set forth, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order. 

(B) The facilities to be constructed shall be completed within twelve months 
of the date when this order issuing the certificate becomes final as the act of 
the Commission, unless such time be extended by the Commission for good cause 
shown. 
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(C) The facilities to be constructed and those heretofore certificated by the 
Commission pursuant to application filed by applicant shall not be operated to 
render firm service to any customer now served on an interruptible basis, or 
proposed to be served on such a basis, except upon specific authorization of the 
Commission. 

(D) Applicant shall report to the Commission in writing, under oath, the date 
of completion of the construction of the facilities herein authorized, together 
with the date of commencement of operation. 

(E) The certificate hereby issued is not transferable and shall be effective only 
so long as the applicant continues the operations herein authorized in accordance 
with the provisions of the Natural Gas Act, and any pertinent rules, regulations, 
or orders heretofore or hereafter issued by the Commission. 

(F) Applicant shall accept within 30 days, in writing, the certificate as 
conditioned. 

FRANcIs L. HALL, 
Presiding Examiner. 


Order modifying and affirming as modified initial decision of 
presiding examiner 


February 26, 1953 


Kansas-Nebraska Natural Gas Co., Inc. (applicant), a Kansas corporation 
with its principal place of business at Phillipsburg, Kans., filed on March 14, 1952, 
its amended application at docket No. G—1857. The amended application re- 
quested the issuance of a certificate of public convenience and necessity author- 
izing the construction and operation of certain natural-gas facilities, pursuant to 
section 7 of the Natural Gas Act, and the amendment of prior Commission orders 
issued at Docket Nos. G—683, G—1532 and G—1683. 

The matters in issue relating to the amended application, and the reopened 
proceedings in docket Nos. G-683, G-1532 and G—1683,* consolidated for the pur- 
pose of hearing, were the subject of a public hearing beginning on August 19, 
1952, and concluded on August 22, 1952. 

On January 19, 1953, the presiding examiner filed his decision at docket No. 
G-—1857, which was duly served upon all parties. Exceptions to the initial decision 
were filed by counsel for the staff of the Commission on February 9, 1953. 

The daily capacity of applicant’s presently authorized system is 182,600 M. c. f. 
The facilities here proposed would effect a system increase of 9,990 M. c. f., 
bringing the total to 192,590 M. c. f. 

In addition to the customers applicant is already authorized to serve, the 
instant application seeks authority to add 16 new industrials, consisting of 15 
alfalfa dehydration plants and 1 sugar refinery, and also 3 small Nebraska towns, 
Wisner, Pilger, and Stanton.” 

In support of the proposed increase of 9,900 M. c. f. in capacity of applicant’s 
system to render firm service, applicant has submitted certain market estimates 
through 1956. These do not include any provision for service to 36 small towns 
and communities, firm service for which the Commission has heretofore found 
to be required by public convenience and necessity and authorized applicant to 


1 The issues in these dockets have been disposed of by prior orders. 

?Service to Doniphan, Nebr., was originally authorized at docket No. G—683, and a 
change in the facilities for such service was authorized in the presiding examiner's decision 
of December 11, 1952, 12 F. P. C. 495. 
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provide upon its showing of ability and willingness in several orders dating as far 
back as 1946.° 

As the presiding examiner has found, “There is no question but that applicant 
has and will continue to have sufficient capacity and gas supplies to furnish firm 
service to the 36 towns and communities not yet receiving service.” Moreover, 
the record here shows that only an insignificant part of the proposed increase in 
peak-day capacity is proposed to be utilized for domestic and commercial con- 
sumers. Not only does applicant now have sufficient capacity to provide for the 
36 towns and communities, but also the added capacity here proposed is in itself 
more than adequate to meet those needs. 

It is obvious that until applicant does provide service for those towns and 
communities, it now has capacity to meet their needs which the Commission has 
found to be required by public convenience and necessity but which is available 
for use by applicant in deliveries to industrials. The added capacity here pro- 
posed would serve largely to add to such available firm capacity. 

In these circumstances, the staff proposed, but the presiding examiner rejected, 
attachment to the certificate to be issued here, a condition providing that no new 
service here proposed by applicant be rendered until firm service to the 36 com- 
munities has been initiated unless otherwise ordered by the Commission. He 
noted that, as to 16 of the communities covered by authorization issued February 
28, 1951, applicant has been unable to get pipe, but that its application to the 
Petroleum Administration for Defense was granted in the spring of 1952 and that 
“Applicant hopes to get its orders placed in the near future, so that the necessary 
pipe can be obtained and service to the 16 towns and communities indicated before 
the end of the year.”* As to the 20 communities, covered by authorizations 
dating as far back as 1946, the presiding examiner points to changes in subsequent 
years, such as increases in cost of labor and material, rerouting of lines in subse- 
quent expansion programs, and pipe difficulties. 

To allow the certificate to issue here without a condition similar to that pro- 
posed would permit the applicant promptly to render industrial service by using 
all but an insignificant part of the added firm capacity, together with existing 
firm capacity previously found by the Commission to be required by the public 
convenience and necessity to meet the firm requirements of the 36 communities 
which applicant showed at the time of authorization it was able and willing 
to meet. So to allow applicant to pick and choose is hardly permitted, and cer- 
tainly not required, by public convenience and necessity. It may be that changes 
since authorization have affected the feasibility of service previously authorized, 
and it may be that some of them were beyond applicant's control. If the facts 
require modification of prior authorizations, let it be proposed and shown. Until 
and unless that shall have been done, the instant proposal should not be author- 
ized except on condition which will recognize the statutory determinations al- 
ready made but unexecuted, respecting domestic and commercial service. It 
is not in the public interest to allow an applicant so to accumulate authorizations 
for various types of service that it is vested with discretion to derogate from 
or nullify those statutory determinations of the Commission by the manner in 
which it elects to proceed with one at the expense of another. 





% Orders granting certificates were issued in the following dockets on the dates desig- 
nated : G-683, March 30, 1946, 5 F. P. C. 432 ; G—-984, June 11, 1948, 7 F. P. C. 245; G—1180, 
July 29, 1949, 8 F. P. C. 1030; G—1532, February 28, 1951, 10 F. P. C. 761; and G—1683, 
November 9, 1951, 10 F. P. C. 1522. 

*In this connection, it is noted that no pipe application has yet been made to the 
Petroleum Administration for Defense so far as concerns the three towns here involved: 
namely, Stanton, Pilger, and Wisner. 
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Upon consideration of the entire record, the briefs of the parties, and the de- 
cision of the presiding examiner and exceptions thereto, the Commission further 
finds: 

It is necessary and appropriate to carry out the provisions of the Natural Gas 
Act that the decision of the presiding examiner herein, issued January 19, 1953, 
be affirmed as modified by attachment to the issuance of the certificate sought by 
applicant, and to the exercise of the rights granted thereunder, the condition 
hereinafter ordered which is reasonable and required by the public convenience 
and necessity. 

The Commission orders: 

(A) The decision of the presiding examiner herein, issued January 19, 1953, 
be and it hereby is modified by attaching to the issuance of the certificate ordered 
to be issued, and to the exercise of all rights granted thereunder, the following 
condition : 

No new service proposed by the application at docket No. G-1857 shall be ren- 
dered until applicant shall have initiated all firm service to all communities as to 
which it has previously been issued authorization, with such exceptions as the 
Commission shall hereafter order upon petition by applicant for modification of 
such prior authorizations and its showing that each such modification is re 
quired by public convenience and necessity and that applicant is not able to 
perform under the authorizations sought to be modified. 

(B) Except to the extent inconsistent with this order and as modified by par- 
agraph (A) hereof, said decision of the presiding examiner be and it hereby is 
affirmed. 


Order denying rehearing 


Kansas-Nebraska Natural Gas Co., Inc. 


Docket No. G-1857 
April 29, 1953 


On March 30, 1953, Kansas-Nebraska Natural Gas Co., Inc., (applicant) filed 
its “Petition for reconsideration” seeking rehearing of the Commission’s “Order 
modifying and affirming as modified initial decision of presiding examiner,” 
issued February 26, 1953, in the above-entitled proceeding. 

Applicant requests amendment of that order by striking the following condition 
which it attached to the issuance of the certificate and to the exercise of rights 
granted thereunder, as granted by the presiding examiner in his decision of 
January 19, 1953: 


No new service proposed by the application at docket No. G—1857 shall be 
rendered until applicant shall have initiated all firm service to all communi- 
ties as to which it has previously been issued authorization, with such 
exceptions as the Commission shall hereafter order upon petition by Appli- 
eant for modification of such prior authorizations and its showing that each 
such modification is required by public convenience and necessity and that 
applicant is not able to perform under the authorizations sought to be 
modified. 


In prescribing that condition, the Commission said, among other things: 


To allow the certificate to issue here without a condition similar to that 
proposed would permit the applicant promptly to render industrial service 
by using all but an insignificant part of the added firm capacity, together with 
existing firm capacity previously found by the Commission to be required by 
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the public convenience and necessity to meet the firm requirements of the 
36 communities which applicant showed at the time of authorization it was 
able and willing to meet. So to allow applicant to pick and choose is 
hardly permitted, and certainly not required, by public convenience and 
necessity. It may be that changes since authorization have affected the 
feasibility of service previously authorized, and it may be that some of them 
were beyond applicant’s control. If the facts require modification of prior 
authorizations, let it be proposed and shown. Until and unless that shall 
have been done, the instant proposal should not be authorized except on 
condition which will recognize the statutory determinations already made 
but unexecuted, respecting domestic and commercial service. It is not in the 
public interest to allow an applicant so to accumulate authorizations for 
various types of service that it is vested with discretion to derogate from 
or nullify those statutory determinations of the Commission by the manner 
in which it elects to proceed with one at the expense of another. 


With respect to the 36 communities referred to above, service for which appli- 
cant had theretofore obtained certificate authority but as to which applicant had 
not initiated service, applicant lists in its petition 14 communities which it now 
proposes to serve on or before October 1, 1953, nine which it now proposes to 
serve on or before October 1, 1954; as well as 13 which it does not propose to 
serve and as to which the petition recites that applicant intends to file a petition 
for modification of prior authorizations, which modification applicant states it 
will establish to be in the public interest. Applicant alternatively requests 
temporary authorization to proceed with the service proposed in the instant 
proceeding. 

The instant proceeding involved facilities for a system-wide expansion program 
and a request for authorization to serve certain alfalfa dehydration plants, a 
sugar refining plant, and three small communities. Applicant’s petition would 
nullify the purpose of the condition quoted above by its attempt to enable the 
system-wide expansion program, still further increasing applicant’s peak-day 
capacity and promptly utilizing it for industrial service while continuing to post- 
pone service to some of the 36 communities, referred to above, and later 
eliminating service to others of them. 

The Commission has examined applicant’s “Petition for reconsideration” and 
has determined that neither of the proposals therein would meet the purpose 
sought to be served by the condition involved. 

The Commission finds: 

(1) Applicant’s “Petition for reconsideration” presents no facts or principles of 
law not heretofore considered, or which now having been considered, warrant 
abrogation or modification of the Commission’s order issued herein on February 
26, 1953. 

(2) Applicant’s request for temporary authorization does not come within 
the purview of the applicable requirements of section 7 (c) of the Natural 
Gas Act. 

(3) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that applicant's “Petition for reconsideration” be denied. 

The Commission orders: 

The “Petition for reconsideration” filed in the above-entitled proceeding by 
Kansas-Nebraska Natural Gas Co. on March 30, 1953, and the requests therein 
contained be and the same hereby are denied. 


Commissioners WIMBERLY and Dory not participating. 
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Order clarifying previous orders 
and dismissing petition for modification 


Kansas-Nebraska Natural Gas Co., Ine. 
Docket No. G—1857 
July 28, 1958 


By findings and order issued February 28, 1951, In the Matter of Kansas-Ne- 
braska Natural Gas Co., Inc., docket No. G—1532, the Commission issued a certifi- 
cate of public convenience and necessity to Kansas-Nebraska Natural Gas Co., 
Inc. (Kansas-Nebraska) authorizing, among other things, the sale and delivery 
of natural gas to Central Electric & Gas Co. for resale in Stanton, Nebr. By 
such order Kansas-Nebraska, also, was authorized to construct and operate the 
facilities necessary for the rendition of such service. 

Thereafter, on March 14, 1952, Kansas-Nebraska filed with the Commission an 
amended application in docket No. G-1857 in which it requested (1) the issuance 
of a certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act authorizing the construction and operation of certain facilities, 
(2) modification in certain respects of the certificates of public convenience and 
necessity previously issued in other proceedings including that issued in docket 
No. G—1532, (3) termination of the authorization to serve Stanton, Nebr., as pro- 
posed in the proceeding in docket No. G—1532, and (4) authorization to serve 
Stanton, Nebr., by means of facilities and over a route different from those con- 
templated in the proceeding in docket No. G—1532. 

After hearing in the proceeding in docket No. G—1857, the presiding examiner, 
on January 19, 1953, issued his initial decision, subject to review by the Com- 
mission, issuing certificate of public convenience and necessity, modifying prev- 
ious certificates, and authorizing the proposed change in route and size of pipe to 
be utilized for the rendition of service to Stanton, Nebr. Exceptions having been 
filed to the decision of the presiding examiner, the Commission, on February 26, 
1953, issued its order modifying and affirming as modified the initial decision of 
the presiding examiner. 

The Commission's order of February 26, 1953, contained the following condi- 
tion: 


No new service proposed by the application at docket No. G—1857 shall be 
rendered until applicant shall have initiated all firm service to all commun- 
ities as to which it has previously been issued authorization, with such ex- 
ceptions as the Commission shall hereafter order upon petition by applicant 
for modification of such prior authorizations and its showing that each 3uch 
modification is required by public convenience and necessity and that appli- 
cant is not able to perform under the authorizations sought to be modified. 


On June 3, 1953, Kansas-Nebraska filed a “Petition for modification of order cf 
February 26, 1954” issued in docket No. G—1857, asserting, in effect, that by rea- 
son of the condition contained in the Commission’s order of February 26, 1953, it 
interpreted such order as precluding it from rendering service to Stanton, Nebr., 
and from constructing the facilities necessary for the rendition of such service as 
proposed in docket No. G-1857. Accordingly, Kansas-Nebraska in its petition re 
quests that the order issued February 26, 1953, be modified so as to permit it to 
render service to Stanton, Nebr. 

When we issued our order of February 26, 1953, it was not our intention to 
derogate from the authority theretofore granted to Kansas-Nebraska to serve 
Stanton, Nebr., in docket No. G-1532. It was our understanding of the applica- 
tion filed in docket No. G—1857, even though such application did request term- 
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ination of the authorization issued in docket No. G—1532, that Kansas-Nebraska 
was requesting termination of the authorization only insofar as it applied to the 
size and route of the facilities involved. Authorization to serve Stanton, Nebr., 
had been previously issued in docket No. G-1532 and we consider our action in 
docket No. G—1875 as constituting only a modification—not revocation—of that 
authorization. 

The Commission finds: 

Under the certificates of public convenience and necessity issued in docket Nos. 
G—1532 and G-1857 Kansas-Nebraska is authorized to serve Stanton, Nebr., and 
to construct and operate the facilities proposed in docket No. G-1857 for the rendi- 
tion of such service. 

The Commission orders: 

(A) For purposes of clarification Kansas-Nebraska Natural Gas Co., Inc., be 
and it hereby is advised that under the certificates of public convenience and 
necessity issued in docket Nos. G—1582 and G—1857 it is authorized to serve Stan- 
ton, Nebr., and to construct and operate the facilities as applied for in docket No. 
G-1857 to render such service. 

(B) The petition for modification filed herein on June 3, 1953, be and same 
hereby is dismissed. 


Order further modifying decision of presiding examiner and ertending time 
for acceptance of certificate 


Kansas-Nebraska Natural Gas Co., Ine. 
Docket No. G—1857 
September 18, 1953 


The Commission, on February 26, 1953, issued an order in docket No. G—1857 
modifying and affirming as modified the decision of the presiding examiner issued 
January 19, 1953, issuing a certificate of public convenience and necessity to 
Kansas-Nebraska Natural Gas Co., Inc., (Kansas-Nebraska). The order of the 
Commission modified the decision of the presiding examiner only to the extent 
that a condition was attached to the issuance of the certificate and to the exercise 
of all rights granted thereunder, prohibiting the rendering of any new service by 
applicant until all firm services shall have been initiated to all communities as 
to which facilities and service have been authorized, but which have not been 
constructed, and services authorized have not been initiated. Paragraph (F) 
of the ordering provisions of the presiding examiner directed the acceptance by 
applicant of the certificate issued thereby within 30 days. 

Kansas-Nebraska filed on April 27, 1953, at docket No. G—1857, a petition for 
modification of the Commission’s order issued February 26, 1953, seeking, among 
other things, deletion from the certificate of authorization to construct certain 
items of facilities, and render service to certain named communities for which 
authorization had been issued at docket Nos. G-683, G—1180, G-—1532, and G—1857. 
Additional modification of the presiding examiner’s decision and the Commis- 
sion’s order referred to at docket No. G—1857 is being sought in an application 
for a certificate of public convenience and necessity filed on June 11, 1953, at 
docket No. G—2186. 

Kansas-Nebraska, on August 28, 1953, filed a motion with the Commission re- 
questing that the time within which to accept the certificate of public convenience 
and necessity issued on January 19, 1953, be extended from July 31, 1953, until 
15 days after the Commission shall have issued its decision and order upon its 
petition for modification filed at docket No. G-1857 on April 27, 1953. 

The Commission finds: 
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It is appropriate for the purposes of the Natural Gas Act that paragraph (F) 
of the ordering provisions of the decision of the presiding examiner issued 
January 19, 1953, and the Commission’s order modifying and affirming said 
decision issued February 26, 1953, be modified and the time for the acceptance 
of the certificate be extended as hereinafter authorized. 

The Commission orders: 

The time within which Kansas-Nebraska Natural Gas Co., Inc., shall be re- 
quired to accept the certificate of public convenience and necessity issued to it 
in this proceeding shall be and is extended until 15 days after the Commission 
shall have issued its decision and order upon the petition for modification filed 
April 27, 1953. 


Commissioner Draper not participating. 


IN THE MATTER OF 


SOUTHERN NATURAL GAS COMPANY, SOUTH GEORGIA NATURAL GAS 
COMPANY, SOUTH CAROLINA NATURAL GAS COMPANY, NEWTON 
COUNTY GAS COMPANY 


Upon Applications for Certificates of Public Convenience and Necessity 
Docket Nos. G-1907, G-1915, G-1961, G-1978 
February 18, 1953* 
Syllabus 


1. Commission conditions the certificates of Southern Natural and South Caro- 
lina to require the filing of applicants’ proposed rates for the new resale 
customers prior to the initiation of service, even though Southern Natural 
has filed for a general systemwide rate increase, which was suspended in 
part. P. 551. 

2. Commission denies South Georgia’s application for a certificate of public 
convenience and necessity under section 7 of the Natural Gas Act on finding 
that the project is not financially feasible, because the whole thrust of the 
project is the subsidization of the large volumes of direct sales by the lesser 
volume of resale sales. P. 553. 

3. Commission issues certificates of public convenience and necessity under sec- 
tion 7 of the Natural Gas Act to Southern Natural and South Carolina 
authorizing the construction and operation of facilities for the transporta- 
tion and sale of natural gas. P. 554. 


H. D. McHenry, William 8S. Tarver, and P. S. Conlon for Southern Natural 
Gas Co. 

Lawrence Dumas, Jr., for Thomas, Dumas, O’Neal and Hayes, for South 
Georgia Natural Gas Co. 

R. A. Henderson and Harry A. Poth, Jr., for Reid and Priest, for South 
Carolina Natural Gas Co. 

Arthur C. Rollins, Jr., for Newton County Gas Co. 

Jacob Goldberg and William R. Duff for the Federal Power Commission. 


WoopaLL, Presiding Examiner: These consolidated proceedings are upon appli- 
cations, made pursuant to section 7 of the Natural Gas Act, for certificates of 


*Initial decision modified and adopted as so modified on May 4, 1953, by order of the 
Commission, infra, p. 550. 
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public convenience and necessity authorizing the construction and operation of 
facilities, hereinafter described, for natural gas service in the States of Mis- 
sissippi, Alabama, Georgia, Florida and South Carolina.’ 


THE APPLICANTS 


Southern Natural Gas Co. (Southern) applied for authorization to construct 
and operate facilities to increase the daily delivery capacity of its existing 
natural gas pipeline system from 670,000 M. c. f. to 1,020,000 M. c. f and to 
extend its system from its present southeastern terminus near Bass Junction, 
Ga., to Aiken, S. C., and Savannah, Ga. Southern also asked authority to com- 
mence natural gas service to certain new customers, including the two other 
applicants in these consolidated proceedings. 

Southern’s application also covered the construction of a gas supply system 
extending southward from a point of connection in the Gwinville, Miss., gas 
field with Southern’s existing lines to the Gulf of Mexico. This latter portion 
of Southern’s application has been removed from the scope of this decision since 
the Commission, by order issued October 31, 1952, granted a certificate author- 
izing Southern to construct and operate such supply system, having omitted 
the intermediate decision procedure with respect to that portion of the project. 
Southern’s entire project constitutes a 3-year construction program. 

South Carolina Natural Gas Co. (South Carolina Natural) and South Georgia 
Natural Gas Co. (South Georgia) are new enterprises. Each proposes to con- 
struct a new transmission pipeline and to purchase its entire supply of natural 
gas from Southern. 

South Carolina Natural requests a certificate authorizing it to construct and 
operate approximately 160 miles of pipeline extending southeasterly from the 
proposed eastern terminus of Southern’s system near Aiken, S. C., to serve the 
municipalities of Bamberg, Denmark, Orangeburg, Walterboro, and the cities of 
Columbia, Summerville, and Charleston, S. C. 

The sales at Bamberg, Denmark, Orangeburg, and Walterboro are proposed 
to be made at South Carolina Natural’s main line and these municipalities 
intend to construct, own and operate the necessary laterals and distribution 
systems to enable them to inaugurate natural gas service. The sales for service 
to Columbia, Summerville and Charleston will be made at the respective city 
gates to South Carolina Electric & Gas Co. (Electric & Gas) for distribution 
therein. Electric & Gas now owns manufactured gas distribution systems in 
Columbia and Charleston and proposes to construct and operate a gas distribu- 
tion system in Summerville where it holds a franchise. It organized South 
Carolina Natural to provide the proposed transmission service to the city gates 





1 Also consolidated for hearing with the above described applications was the application 
under section 7 (a) of the Natural Gas Act of Newton County Gas Co. (Newton County), 
in docket No. G—1978, for an order directing Southern to establish connection of its natural 
gas transmission facilities with facilities owned by the United States Army through which 
natural gas would be delivered to Newton County, and further directing Southern to sell 
and deliver to Newton County a supply of natural gas for resale to the United States Army 
at the Atlanta General Depot near Conley, Ga., and to residents of the Holland Park 
Housing Project located on the depot reservation. After all evidence concerning the 
Newton County case had been presented, including an offer by Atlanta Gas Light Co., which 
furnishes natural gas distribution service in the area where the Atlanta General Depot 
is located, to provide the same service as that proposed by Newton County but at lower 
rates, Newton County stated on the record through counsel that it would withdraw its 
application. Notice of withdrawal of pleadings was filed with the Commission on 
November 28, 1952, by Mid-Georgia Natural Gas Co., successor to Newton County Gas 
Co. By this withdrawal that proceeding was terminated. 
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of Charleston, Columbia and Summerville, but intends to retain no interest in 
South Carolina Natural. 

South Georgia requests a certificate authorizing the construction and opera- 
tion of approximately 335 miles of pipeline extending southeasterly from a point 
on Southern’s South Line in Lee County, Ala., through southwestern Georgia 
and into Florida to serve five direct industrial customers and to provide city 
gate natural gas service to the municipalities of Albany, Americus, Bainbridge, 
Cairo, Camilla, Cordele, Dawson, Moultrie, Pelham, Richland, and Thomasville, 
Georgia, and Havana, Quincy, and Tallahassee, Fla.’ 


SOUTHERN NATURAL GAS COMPANY 


Facilities and construction costs—The additions to existing facilities pro- 
posed by Southern to increase its daily delivery capacity of 670,000 M. c. f. to 
1,020,000 M. c. f. are: 

(1) 58 miles of 24-inch loop pipeline on Southern’s existing Gwinville-Pickens 
pipeline. 

(2) 267.9 miles of 24-inch loop pipeline to triple in part Southern’s double 
looped North Line. 

(3) 16.6 miles of 24-inch loop pipeline to complete the double looping of 
Southern’s North Line. 

(4) 161.9 miles of 18-inch pipeline and 50.3 miles of 16-inch line to partially 
loop Southern’s South Line. 

(5) 17.3 miles of 14-inch pipeline to loop Southern’s Cedartown lateral. (See 
later discussion of this item.) 

(6) Addition of 4,400 horsepower to Southern’s Reform compressor station. 

(7) A new compressor station of 5,400 horsepower situated on Southern’s 
South Line, known as the Chattahoochee compressor station. 

(8) Line taps, measuring facilities and changes in existing compressor station 
facilities. 

(9) Multiple river crossings incident to above-described lines. 

The new pipelines proposed to be built by Southern are: 

(1) 130 miles of 16-inch pipeline known as the Bass Junction-Aiken line 
extending northeasterly from the terminus of Southern’s South Line near Bass 
Junction, Ga., to Aiken, S. C., including a multiple crossing of the Savannah 
River. 

(2) 120 miles of 14-inch pipeline extending southeasterly from a point near 
Wrens, Ga., on the Bass Junction-Aiken line to Savannah, Ga. 

(3) A new compressor station of 4,400 horsepower known as the Bass Junc- 
tion station at Bass Junction, Ga. 

(4) Approximately 20 miles of 414-inch pipeline required for service to direct 
industrial customers situated between Augusta, Ga., and Aiken, S. C., which 
Southern was authorized in docket No. G—1308 to serve. 

(5) Line taps or laterals and measuring facilities. 

Southern estimates the construction cost of the above-described facilities at 
$44,932,600. 

A temporary certificate to construct 87.8 miles of 24-inch loop line on South- 
ern’s North Line and 5 miles of 12-inch loop line on Southern’s Cedartown lateral 


?The above-described project constitutes South Georgia's so-called “program A.” The 
Company contemplates a future “program B,”’ which calls for the construction of an 
additional line branching off from the main line in the vicinity of Albany, Ga., from which 
service would be provided for the municipalities of Sylvester, Tifton, Fitzgerald, Ocilla, 
Adel, Nashville, Quitman, and Valdosta, Ga. However, South Georgia does not request 
a certificate at this time for its “program B.” 
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was issued by the Commission on August 29, 1952. On November 10, 1952, 
the Commission issued a temporary certificate authorizing Southern to operate 
the facilities so constructed, and to construct and operate additional facilities 
consisting of 13.1 miles of 24-inch loop line on the North Line and 2.8 miles of 
12-inch loop line on the Cedartown lateral. 

Facilities for which temporary certificates were issued were designed to 
increase Southern’s system delivery capacity from 670,000 M. c. f. to 710,000 
M. c. f., which was needed to meet the firm gas requirements of authorized cus- 
tomers during the 1952-53 winter. 

The terms of the authorization contained in the two temporary certificates 
for construction and operation of a total of 7.8 miles of loop line on the Cedar- 
town lateral permitted substitution of 12-inch pipe for the originally specified 
14-inch pipe upon Southern’s representation that it might have difficulty in 
procuring 14-inch pipe for the construction of such loops during 1952. Issuance 
of the two temporary certificates left 9.5 miles of looping on the Cedartown 
lateral still to be authorized. Because of the smaller capacity of the 12-inch 
pipe installed under the temporary certificates, Southern has shown that it 
will require 10.5 miles of additional looping consisting of 14-inch pipe to achieve 
the daily capacity of its Cedartown lateral originally projected, in lieu of the 
9.5 miles of loop. A permanent certificate is now sought for 7.8 miles of 12-inch 
pipeline and 10.5 miles of 14-inch pipeline. Southern’s application will be 
deemed so amended as to permit the capacity goal to be reached. 

Southern’s entire project has been approved for priorities assistance by the 
Petroleum Administration for Defense. Firm orders for pipe needed for the 
construction to be accomplished during 1953 have been accepted and the evidence 
shows that Southern reasonably can anticipate that it will be able to obtain 
materials in sufficient quantities and at times to keep pace with its planned 
construction. 

The already-certificated south Louisiana gas supply system will provide 
296,400 M. c. f. of gas for the 350,000 M. c. f. increase in daily delivery capacity. 
The input capacity for the entire system will be 1,060,000 M. c. f. per day. About 
260,000 M. c. f. of the south Louisiana gas will move northeasterly from Gwinville 
to Southern’s North Line and the remainder of such gas will be transported 
east from Gwinville along Southern’s South Line. The daily delivery capacity 
of Southern’s North Line will be increased from 415,000 M. c. f. to 685,000 M. c. f. 
and the daily delivery capacity of the South Line from 255,000 M. c. f. to 335,000 
M. c.f. The daily delivery capacity of the Cedartown lateral will be increased 
from 23,000 M. c. f. to 50,000 M. c. f. 

The facilities to increase delivery capacity were designed to enable Southern 
to meet its anticipated peak day firm gas delivery obligations during the winter 
of 1954-55 to its presently authorized customers, to make possible delivery of 
20,500 M. c. f., 30,000 M. c. f., 15,234 M. c. f. and 19,000 M. c. f. to South Georgia, 
South Carolina Natural, The Southeast Alabama Gas District (Gas District) 
and South Atlantic Gas Co. (South Atlantic) respectively, which are Southern’s 
large proposed customers, and to enable Southern to meet the requirements of 
the new communities to which it asks authorization to commence natural gas 
service. 

The daily delivery capacity of the South Line east of the proposed Chatta- 
hoochee compressor station will be 195,000 M. c. f. East of the Bass Junction 
compressor station the delivery capacity will be 133,000 M. c. f. per day with 
the line operated as proposed in the application. Of this latter figure, 70,000 
M. ec. f. per day represents the daily capacity of the Savannah extension. 
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Southern presented extensive engineering evidence concerning the design and 
construction costs of its proposed facilities. Estimates of costs of materials 
were based on mill or manufacturer quotations, of construction, field engi- 
neering, land, mill inspection and overheads on costs recently experienced, 
adjusted for indicated changes, of freight on effective tariffs, and of engineer. 
ing fees on Defense Plant Corp. fee schedules plus amounts estimated for gen- 
eral overhead. 

It is found that Southern’s estimates of construction costs are adequate. 
Since such estimates are based primarily upon actual experience and current 
prices, they are found, also, to be reasonable. 

The record shows that the facilities proposed to be constructed will permit 
delivery at the various existing and proposed delivery points of the volumes 
of gas Southern estimates it will be called upon to deliver during the peak day 
of the 1954-55 winter. This is not controverted by any party. The record 
also shows that they are of appropriate capacity and design. Therefore, it is 
found that the facilities proposed are adequate and necessary for the services 
to be rendered. 

Financing.—Southern proposes to finance the construction of the facilities 
for which a certificate is now requested in conjunction with the financing of 
its south Louisiana gas supply system. The total amount estimated to be re- 
quired is $78,599,100. Since it is a holding company subject to regulatory control 
of the Securities and Exchange Commission under the Public Utility Holding 
Company Act of 1935, Southern’s plans for financing this project are subject to 
the control of that Commission. 

As the first step in its financing Southern has consummated a revolving credit 
agreement with 14 banks under which the banks will make loans to Southern 
from time to time within a period of 2 years in amounts not to exceed $25 million 
in the aggregate amount outstanding at any time. The notes issued under the 
revolving credit agreement will bear interest from the respective dates until 
September 15, 1953, at the rate of 3 percent per annum and thereafter until their 
maturity on September 15, 1954, at the rate of 314 percent per annum. Southern 
will pay a commitment fee of yy of 1 percent from September 11, 1952, on the 
daily average unused amount of the commitment. By order dated September 11, 
1952, the Securities and Exchange Commission authorized the above-described 
bank loans. 

The amounts available under the revolving credit agreement will be sufficient 
to finance Southern’s construction program through the early part of 1953. 
Southern expects to provide subsequently for permanent financing by the issuance 
of additional first mortgage bonds and of additional common stocks or other 
securities or by the sale of the stock of its subsidiary, Alabama Gas Corp. It 
has realized about $2,250,000 from the sale of the assets of another subsidiary, 
Mississippi Gas Co. 

A portion of the funds provided will be obtained from current resources, 
particularly the excess of depreciation accruals over the amounts required for 
sinking funds and serial maturities. The evidence shows that Southern’s reserve 
for depreciation will increase by $24,466,000 during the period December 31, 1951, 
to December 31, 1955, and that during the same period bond maturities and sink- 
ing fund obligations incident to presently outstanding long term debt will aggre- 
gate $9,656,000, leaving the difference between the depreciation accruals and the 
aggregate of maturities and sinking fund requirements available to defray in part 
the costs of construction. 

Since Southern is considering disposing of its stock in Alabama Gas Corp., 
which would remove Southern from the jurisdiction of the Securities and Ex- 
change Commission under the Public Utility Holding Company Act, it showed 
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on the record that its maximum debt ratio as of December 31, 1955, even if the 
entire cost of the new facilities were financed by long-term debt, would be within 
permissible limits. Although Southern did not propose to resort exclusively to 
debt financing, should that type of financing be resorted to, the maximum resulting 
debt ratio as of December 31, 1955, would range from 71.15 percent to 73.7 percent, 
depending upon possible variation of methods of financing. These ratios were 
arrived at without consideration of use of the proceeds of the liquidation of 
Mississippi Gas Co. and funds which may accrue from the sale of Alabama Gas 
Corp. and earnings retained in the business during the construction period. Use 
of these monies, of course, would reduce the amounts to be borrowed and, to that 
extent, reduce Southern’s debt ratio. 

In view of the evidence of record, it is found that Southern has adequate 
financial resources to construct the facilities proposed and that the necessary 
financing will not render unsound its corporate financial structure. 

Gas reserves.—Southern has presented evidence that it will have in excess of 
six trillion cubic feet of natural gas reserves available to it from its own produc- 
tion and under contract with producers and other pipeline companies. Of this 
total, more than 5% trillion cubic feet are economically recoverable. Its evidence 
also indicates that its reserves in place equal the requirements of its expanded 
system for about 21 years and that its recoverable reserves equal requirements 
for about 19 years. These figures are not disputed by any party, and the Com- 
mission’s staff stated on the record that it was in substantial agreement with 
Southern’s overall estimates. 

The record shows that Southern is now assured that it will have gas available 
from its various supply sources to meet 100 percent of its system requirements 
for 13 years, after which deliverability begins to fall off. For the entire 20-year 
period—1952 through 1971—Southern will be able to obtain from these sources 
90.7 percent of its total system gas requirements. 

In addition to the evidence concerning the nature and extent of its gas supplies 
owned or under contract, Southern presented extensive evidence to show that a 
major result ef the extension of its lines into southern Louisiana will be to put 
it in an advantageous position to contract for additional reserves on a selective 
basis in that gas producing area. 

Gas reserves, covered by new gas purchase contracts, which are to be connected 
to Southern’s system by means of its new supply system, lie in the Sandy Hook 
Field in Mississippi and in the following Louisiana Fields: Romere Pass, Coquille 
Bay, Main Pass, Bayou La Fleur, Alliance, South Barataria, West Barataria, 
Big Point, Breton Island, Duck Land, and Lake Sand. Southern also has 4 
contract for gas in the Hub Field in south Mississippi although no supply line 
into that field was proposed to be constructed at this time. 

Southern showed that it had sufficient contract flexibility to cut back scheduled 
withdrawals to contract minima and so enable it to take into its system large 
additional volumes of gas beginning in 1953, should additional sources of supply 
be placed under contract. 

It is found that Southern has committed to it an available supply of natural 
gas adequate for the service proposed. 

Rates.—Southern proposes that new deliveries of gas in present rate zones 
be made under rate schedules applicable to the zone in which the delivery is 
made, as such schedules now exist or may hereafter be changed under the 
rate regulation procedures provided under the Natural Gas Act. It proposes, 
also, that all new deliveries in Georgia east of the present terminus of its system 
at Bass Junction, except delivery to South Atlantic, be made at the rates 
applicable in its existing Georgia rate zone. 
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It proposes to establish a new Southeast Georgia-South Carolina rate zone, 
consisting of Chatham County, Ga., and Aiken County, 8S. C., and that a new 
rate schedule, designated rate schedule CD-4, apply to deliveries to gas distribu- 
tors in this zone, which will be to Atlanta Gas Light Co. and South Atlantic. Rate 
schedule CD-4 is modeled after Southern’s existing contract demand rate sched- 
ules and contains a 3-part rate consisting of a demand charge of $1.70 per M. c. f. 
per month and separate commodity charges for firm gas and interruptible gas of 
13.5 cents per M. c. f. and 16.5 cents per M. c. f., respectively. 

For service to South Carolina Natural, Southern proposes new rate schedules 
to be known as P-4 and I-4. These are based on Southern’s existing contract 
demand rate schedules with changes appropriate for sales to pipeline companies 
as distinguished from distributors. Rate schedule P-4 provides a 2-part rate 
consisting of a demand charge of $1.70 per M. c. f. per month and a commodity 
charge of 14 cents per M. c. f. for all gas delivered up to the contract demand. 
Rate schedule I-4 provides a rate of 17 cents per M. c. f. for all interruptible gas 
delivered in excess of the contract demand. 

Southern intends to make available to South Georgia and Gas District rate 
schedules P-2 and I-2, which are identical with schedules P-4 and I-4, except 
that the P-2 schedule sets forth a demand charge of $1.30 per M. c. f. per month 
and a commodity charge of 12.1 cents per M. c. f. for all firm gas delivered up to 
contract demand, and rate schedule I-2 provides a rate of 15.1 cents for all 
interruptible gas delivered in excess of the contract demand. 

Southern stated on the record and in its briefs that it will file the above- 
described rate schedules, provided that, if it files notice of a general rate increase 
prior to the time for filing such new rate schedules, the general increase will be 
reflected in the unit prices set out in the new rate schedules. 

The staff takes issue with this proviso, stating that “it would not be appropriate 
to condition a certificate to require the filing of rates based on an assumed 
future rate increase,” and recommending that Southern’s certificate be condi- 
tioned to require it to file at least 60 days prior to the commencement of those 
services requiring new rate schedules, rate schedules in form satisfactory to the 
Commission containing rates no higher than those stated in its proposed rate 
schedules P-2, I-2, P-4, I-4, and CD-4. 

Southern has stated on this record that it intends to seek a general rate in- 
crease during the early part of 1953, primarily because of increased costs of 
purchased gas which, it said, would require higher rates even if no new facilities 
were constructed. 

Southern objects to the attachment to its certificate of the condition recom- 
mended by the staff. It points out that the timing of its general rate increase 
filing and the issuance of a certificate to it may result in any one of several 
improper situations, which may confront it and the Commission at the time of 
the filing of the new rate schedules described in these proceedings. It shows 
that its general rate increase may have been filed and permitted to go into 
effect, either in whole or in part, by that time, and urges that, in such a situation, 
a condition that it file rate schedules including the unit costs contained in its 
proposed rate schedules P-2, I-2, CD-4, P-4, and I-4 would deprive it of 
revenues to which it was entitled and also would result in undue preference of its 
new customers. Such a condition, it contends, would be equally inappropriate if 
its general rate increase filing should be under suspension or being collected 
under bond at that time. Therefore, Southern contends that no rate condition 
should be attached to its certificate and gives its firm assurance that it will 
file the new rate schedules as proposed in these proceedings, “except that, if a 
general rate increase has been filed by that time, it will file new rate schedules 
as proposed in the docket No. G-1907 proceedings with the unit prices increased 
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proportionately to the increases stated in its general rate increase filing or 
proportionately to such increases as may have been permitted by the Com- 
mission to become effective.”* It is held that the condition proposed by the staff 
is not required or proper. 

The staff raised another question in its main brief relating to rates, assert- 
ing: “In this proceeding, as in past certificate proceedings, Applicant continues 
its discriminatory practice of offering city gate service to some of its cus- 
tomers * * * while offering main line sales to other customers.” It states 
that it believes that Southern should be required “to take some definite and 
positive steps to remedy the discriminatory practices on its system,” and recom- 
mends in its reply brief that a condition be attached to Southern’s certificate as 
follows: 


Applicant shall take, within 45 days of the issuance of the final decision 
herein, appropriate and necessary steps under the provisions of the Natural 
Gas Act to eliminate undue discrimination in offering pipeline deliveries 
to some of its customers and offering city gate deliveries to other customers, 
all at the same rates. 


The staff does not even suggest either by evidence or argument what it con- 
siders “appropriate and necessary steps.” Nor does it cite evidence in this 
record of discrimination. It merely asserts that undue discrimination exists. 
It produced no such evidence. No other party ever mentioned the subject on 
this record. 

In support of its recommendation, the staff cites the Commision’s opinion 
No. 180A, issued July 14, 1950, In the Matter of Michigan-Wisconsin Pipe Line 
Co., et al., docket No. G—1156, and opinion No. 218, issued August 31, 1951, In the 
Matters of Panhandle Eastern Pipe Line Co., et al., docket No. G—1116, et al. 

Before discussing the lack of merit of this proposal it should be pointed out 
that the staff’s recommendation is made improperly and for the first time in its 
reply brief. Fair play, as well as legal due process, requires that an applicant 
for a certificate be apprised of the claims of other parties to a proceeding by 
the introduction of evidence or by its contentions on the record or in its main 
brief so as to permit response thereto. The staff states in its reply brief that 
its recommendation is made “on further thought.” The staff afterthought cannot 
justify the lack of procedural fair play and due process. 

Aside, however, from the untimeliness of the recommendation, its adoption 
would be inappropriate under the facts of this case. The issue of discrimination 
contrary to the Natural Gas Act was not even once mentioned on the record 
during the hearings by any party. Discrimination was not even posed as an 
issue. In addition, no evidence was offered to show discrimination by any 
party. To find discrimination would require operating outside the record of 
evidence. Southern is not proposing in the application now under consideration 
to construct any laterals to provide city gate service for either existing or pro- 
posed customers. Its proposed extensions to Aiken and Savannah cannot be 
treated as laterals constructed for the purpose of providing city gate service. 
They are major extensions of its transmission system. 

The vice chairman of Southern’s board of directors testified that the company 
as a matter of general policy does not build laterals to provide city gate service 
to municipalities and has not done so for a number of years, except in cases 
where there is a sufficient volume of direct sales to provide economical justifica- 
tion for the construction of the lateral. This witness stated that the reason 
for the company’s general policy has been its desire to keep rates on its system 
at the lowest reasonable level, it being the company’s belief that in most cases 


* Southern’s reply brief, p. 19. 





524 FEDERAL POWER COMMISSION 


construction by it of lateral lines would not produce revenues sufficient to cover 
costs and that, consequently, service to resale customers by means of lateral 
lines constructed by Southern would burden Southern’s other customers in an 
unfair manner. He pointed out that the annual cost of a lateral constructed by 
a municipality, which pays no taxes, is about 40 percent of the annual cost of the 
same lateral constructed by Southern because of tax savings. No factual evi- 
fence of specific instances was introduced by Southern or elicited by cross- 
examination. 

If, therefore, there be in fact any discrimination with respect to the furnishing 
of city gate service, of which there is no evidence on this record, it is a result of 
the construction of laterals by Southern during past years. 

The facts merely show generally that Southern supplies city gate service by 
means of laterals, most of which were parts of the original system, to several 
eustomers. It also show that more recently a large number of customers have 
voluntarily built laterals to Southern’s system. In view of this situation any 
requirement in this case, even if legally proper, that Southern construct lateral 
lines to the cutomers now proposed to be served would tend to exaggerate rather 
than eliminate discrimination or preference to many of Southern’s customers. 

There is no evidentiary basis in this record for a determination that any undue 
discrimination exists. The character of Southern’s service to its existing cus- 
tomers is not at issue in this proceeding. There is also no evidence which could 
provide any basis for a determination of what rate changes would be necessary 
to eliminate discrimination, if such had been proved. 

To require Southern to construct laterals only to the particular customers pro- 
posed herein to be served or to offer theoretically equal rate concessions to them, 
obviously would constitute an undue preference of such customers over the many 
existing customers, which have already constructed laterals to Southern’s lines. 

The aspects of Southern’s situation, and the facts involved in the Michigan- 
Wisconsin case, cited by the staff, are significantly dissimilar. Michigan-Wis- 
consin was a new pipeline company and proposed to furnish city gate service to 
all but three of its customers. It was required by the Commission through a cer- 
tificate condition to serve those three. The Commission’s requirement that 
Michigan-Wisconsin eliminate the alleged discrimination resulting from its re- 
fusal to provide city gate service for these three customers was imposed in the 
same case in which the service to customers discriminated against was authorized 
and directed. This is certainly not the situation in this proceeding. 

Similarly, the Panhandle case cited by the staff does not apply here. That was 
a tariff and rate case which encompased all issues appropriate for disposition 
in that type of proceeding, including the detailed evidence of the character of 
service to all customers. The requirement imposed was by an order under the 
rate provisions of the act, not by a condition to a certificate in the absence of 
proof. 

In its opinion No. 232, issued July 25, 1952, the Commission dealt with the 
Texas Gas Transmission Corp., laterals. In the Texas Gas case, as with South- 
ern Natural, deliveries were made in many instances at city gates through lateral 
lines owned and operated by Texas Gas. In other instances deliveries to cus- 
tomer companies were made through customer-built laterals. This situation, 
as in Southern’s case, had grown up over a period of years. 

Faced by the contention by staff counsel that Texas Gas was guilty of undue 
discrimination against customers who were required to construct and operate 
connecting facilities and undue preference of other customers who received de- 
liveries at city gates, the Commission concluded : 


We do not * * * believe it is necessary for us to pass upon these con- 
tentions at this time. Subsequent to the close of the hearings in these pro- 
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ceedings, Texas Gas on July 8, 1952, filed with this Commission proposed 
revisions of its presently effective F. P. C. gas tariff providing for numerous 
changes therein, including increased schedules of rates. It now appears that 
this proposed revised gas tariff may become the subject of proceedings pur- 
suant to sections 4 or 5 of the Act. Therefore, we conclude that the matters 
which are the subject of these contentions by staff counsel might be more 
properly disposed of in such proceedings, if any, as may arise as a result 
of this filing by Texas Gas of proposed tariff revisions. In the event this 
filing by Texas Gas does not so become the subject of formal proceedings. 
we can initiate other action with respect to these matters of possible undue 
discrimination or preference. 


For precisely the same reasons, it is unnecessary and wholly improper here 
to pass upon these belated contentions by staff counsel. 

It is not clear whether or not the staff contends that the alleged discrimina- 
tion affects pipeline purchasers as well as distributing customers. The after- 
thought is incomplete. 

The only element of evidence on this record relevant to the staff's contention 
is some obvious and long-known facts of geography. Many of the communities 
to be served by the pipeline projects of South Georgia, South Carolina Natural 
and Gas Districts are at distances from Southern’s present system approaching 
or exceeding the maximum distances over which Southern’s existing rate 
zones extend. For example, Charleston, S. C., and Tallahassee, Fla., are ap- 
proximately as far from Southern’s system as the distance between eastern and 
western boundaries of the State of Mississippi at the points where Southern’s 
lines cross the State. To hold that preference or discrimination exists by not 
providing the same city gate service at the more distant points to be supplied 
as Southern provides to customers on its main line would be inconsistent with 
the well established theory of zoned rates. Conversely, to hold that deliveries 
to these independent pipeline projects (which have demonstrated their economic 
feasibility ) should be at some indefinite lower rates than to customers which are 
located on or near Southern’s main lines would create a wholly unwarranted 
discrimination against existing customers. The staff's contention, if carried 
to its logical conclusion, would require a pipeline to serve all of its customers at 
the same rate or, with equal injustice, require the pipeline company to construct 
laterals which were not of themselves economically feasible and which, conse- 
quently, constituted an unfair burden on those customers whose geographical 
situation is such that they can economically be supplied directly at the city gate 
by the pipeline. 

Markets.—Southern introduced testimony and presented detailed exhibits to 
show its experienced and expected market requirements both on peak day and 
annually. These may be summarized as follows: 


Requirements—M. ec. f. 


Winter = 
| Peak day Year Annual 
1950-51 __.- 556, 804 1951 178, 307, 000 
1951-52____ 621, 859 1952 197, 048, 000 
1952-53___. 1 746, 861 1953 244, 294, 000 
1953-54__.. 937, 048 1954 272, 396, 000 
1954-55 1, 017, 277 1955 283, 881, 000 
1955-56___- 1, 072, 756 1956 291, 577, 000 





1 At the hearing Southern revised its 1952-53 peak day estimate to give effect to the fact that 47 commu- 
nities, whose requirements were included in the above estimate, would not be ready to receive service 
The aggregate peak day firm gas requirements of such customers were estimated at 27,034 M. c. f., thereby 
reducing the total 1952-53 peak day firm gas requirements to 709,827 M. c. f., excluding deliveries to the 
Brookhaven Oil Field in southwest Mississippi, and to 719,827 M. c. f., including deliveries to the Brookhaven 
Field. 
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All of the above peak-day figures include firm requirements in the aggregate 
amount of 21,898 M. c. f. of Southern’s direct industrial and large nonindustrial 
consumers which, in general, are the quantities as to which the consumers have 
no standby fuel available and are the minimum quantities necessary to prevent 
shutdown or curtailment of consumers’ operations. 

The above estimates of 1952-53 peak-day figures did not include service to 
Gas District, South Atlantic, South Georgia, South Carolina Natural, or Clinch- 
field, Dublin, Eatonton, Hawkinsville, LaFayette, Louisville, McDonough, Perry, 
Wadley, Warner Robins, Wrens, and Wrightsville, Ga., which Southern does 
not expect to commence taking gas until the winter of 1953-54. 

The 1954-55 peak-day requirements, expressed in M. c. f., for each of the new 
customers included in Southern’s requirements study were estimated as follows: 


Alabama: 
I Ce iit ctiitstattntintinendidlianiaaa 504 
Pea UNITE TINE UN INNO incisal canst scene chee encase aia ines 661 
RN, I ea a cd a inet as al eee eee ea came 28 
ON cath cassette Ga Ries ols ohio crassa as daca acl acide el 375 
I a i eee 14 
RR ec e d ts ae  R e e 125 
NN 9 ih eee a acl eee gia cuneenee 339 
REE I ois cciniaummsmewiacnmbanun na nuasimmiaammateS 457 
II i ee ho ek ak eae baeneeaewaumamsen 85 
INE occ dine ce Sad ctabonchcenivascnekeentabasawes 103 
Georgia: 
RTT ne OE RUNS ook iin nce dceeeonens 1, 405 
NN Sin aici had Ls ceseassalgn eset kas datn aa wisn deena 1, 818 
a ne eee sou neunaeelebean 5, 469 
PN i a ata cpa ec a wc aaa 764 
TT oe at es aki ea denen 480 
RN i is Fas cc ny st a et ob ee naive. “eal 
MN ka SS asec ca cates wash eisboe deca sealer aa aagia ate gaciniaaid 1, 407 
RON i ilk in hin etnias Sg sl ceased aioe 514 
I i ak it aceasta en ata 563 
NS es aaa it oe 1, 049 
MN sisi sass sen Slain at crt ta epi lt ba pcan tad 389 
NN ii ik a a ce eho aang cic limemcenia iar aaa 479 
I a eich gn Sa ccc caine aot ay en cio a occa ava 515 
i cig cincinnati cinlen aiiianG ciaaai animale 233 
INU DI ah wich eects aired in alee eases a ek coi dame cabelas 1, 102 
ie Sin acct ce enc pu ec Mah ti ls ceo peak pent 210 
NN esc cc ll aaa ae dan eee sana 26 
ES ANT REI science Ree e nein nine 19, 348 
Re Es Sickie die emcee mcs ndbaeada dunn tesa 15, 234 
I Ne oe Sc okce ce ccinndee nek nie eee cL ce eneeeseoneee 19, 000 
PO i i icin seni sal ee eceiscoanaree tn bh cabs ease tipi ecaaaaiatali 20, 500 
ROOTING - DR soins ecetimidiiatccauntiminnnabemeimnimmaint 30, 000 
Total, tneliading new municipalities... oe cccc 104, 082 


1These communities either presented no evidence as to economic feasibility of service 
or are now proposed to be served by Chattahoochee Natural Gas Co., applicant in docket 
No. G-—2066, which Southern now proposes, in its docket No. G—2065, to supply with gas. 
The 1954-55 peak day requirements of all such communities aggregate only 9,169 M. c. f. 
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Of the above listed communities, Southern requested authority in its applica- 
tion to supply gas to Blount Springs, Centre, Garden City, Leesburg, Midway, 
Union Springs, Millbrook, and Springdale, Ala., and Clinchfield, Dublin, Eatonton, 
Hawkinsville, LaFayette, Louisville, McDonough, Perry, Wadley, Warner Robins, 
Wrens, and Wrightsville, Georgia. Alabama Gas Corp. intervened, requesting a 
supply of gas for Brent, Centerville, Greensboro, and Newbern, Ala., and the 
municipalities of Cartersville, Dalton, Summerville, and Thomson, Ga., also 
intervened to request gas. Southern has stated its willingness to supply gas for 
Brent, Centerville, Greensboro, Newbern, Thomson, and Cartersville, which had 
been included in its requirements study but which were omitted from the appli- 
cation because service to them was being considered in the proceedings in 
docket No. G—1676, involving another application by Southern, at the time the 
application in docket No. G-1907 was filed. 

The remainder of Southern’s estimated 1954-55 peak day firm gas delivery 
requirements, which are made up of the estimated requirements of presently 
connected or authorized customers, amounts to 913,195 M. c. f. 

The 1954-55 estimated contract demands of Southern’s four present contract 
demand customers are as follows: 


M.c. f. 
DIE GI iin sessiieaesnisiniebiccieiveitienddnepnninaeina tilda 34, 180 
I I icici ih atecintsitnrasiiniapiginis ‘ssccgpcacaaibiabackedeenaaadbea 276, 126 
Ce EAE Ge. OF Ca ic iccitinieeetininnicmaiimmaiinhanain 44, 028 
TA Ce I ein satitesesicininiteriniaipa ec ainati 453, 710 


Southern has entered into precedent agreements to sell stated volumes of gas 
to proposed new contract demand customers as follows: 


| 
First year Thereafter 





| M.ef. | Mes. 





Ce iincnceense 11, 900 13, 800 
South Atlantic.......... 15, 000 18, 000 
South Georgia... ----. . 4 . 4 aan 16, 700 | 19, 500 
pe ON ae aaah reteaaal 30, 000 | 30, 000 





Southern proposes to sell gas to the following new direct industrial customers 
in the Savannah area on an interruptible basis: 


Atlantic Creosoting Co. 
Certainteed Products Co. 
Dixie Asphalt Co. 

National Gypsum Co. 
Savannah Sugar Refining Co. 
Southern Paperboard Corp. 
Union Bag & Paper Corp. 


Ten year contracts have been executed by Southern with Union Bag & Paper 
Corp. and Southern Paperboard Corp. These are the two largest proposed direct 
customers of Southern. Both of them now use bunker C fuel oil, which is de- 
livered to Savannah by tanker, as their primary fuel, as do all of the other 
proposed direct sales customers. 

All of Southern’s customers and prospective customers, with the exception 
of 14 municipalities already being served, estimated their own requirements 
which were verified by Southern in the light of its knowledge of the growth of 
natural gas requirements within its market area. Southern prepared estimates 
for the 14 municipalities which did not prepare their own and all, except Talla- 








528 FEDERAL POWER COMMISSION 


poosa, Ga., advised Southern that they considered the estimates of their require- 
ments to be adequate. Tallapoosa, Ga., was not heard from. 

The estimates for Atlantic Gas Light Co. gave effect to a 5 percent diversity 
factor among the various communities supplied by it and to peak shaving by 
that company. Effect was also given to peak shaving by Gas Light Co. of 
Columbus. 

All of the foregoing estimates of peak day firm gas requirements are based upon 
a day of 20° F. mean temperature at Birmingham, Ala. Birmingham is a central 
point on Southern’s system and temperatures there are reasonably indicative of 
average temperatures in Southern’s market area. The records of the United 
States Weather Bureau indicate that a 20° F. mean temperature or less occurs 
in Birmingham on an average of about once each year. Southern has regarded 
this temperature as the figure which system capacity should be designed to 
meet. 

Southern’s estimates of its market requirements appear to be soundly based 
and are found to be reasonable. 

The Southeast Alabama Gas District.—Gas District is a municipal corporation, 
organized pursuant to Alabama law, and is composed of 14 Alabama municipali- 
ties who have banded together for the purpose of securing natural gas service 
for themselves and providing it for 10 additional communities, all in Alabama. 
Therefore, it will not require a certificate for the construction and operations 
proposed to be undertaken. 

The 14 member communities are Abbeville, Andalusia, Brundidge, Dothan, 
Elba, Enterprise, Eufaula, Fort Deposit, Greenville, Headland, Luverne, Opp. 
Ozark, and Troy. The 10 other communities proposed to be served are Brantley, 
Glenwood, Midland City, New Brockton, Newton, Newville, Pinckard, Rutledge, 
Gantt, and Seale. All of the above listed communities are located in the south- 
eastern portion of the State of Alabama. The principal office of Gas District 
is located at Gantt in Covington County, Ala. All revenues or income in excess 
of the sums required for the operation of the gas system of the district are re- 
quired by law to be divided among the member municipalities. 

Three of the communities proposed to be served, Dothan, Andalusia and Ozark, 
now operate butane-air gas distribution systems while the others are completely 
without gas distribution system service. 

Gas District proposes to build a gas transmission system roughly in the form 
of a “U,” the west line to connect with Southern’s south line near Southern’s 
Elmore compressor station and the east line to connect with Southern’s South 
Line at a point a little west of the Alabama-Georgia State line. Laterals will be 
built off of that main “U” pipeline in order to reach the various communities pro- 
posed to be served. 

Gas District proposes to construct, finance, own and operate local gas distri- 
bution systems in the towns of Brantley, Glenwood, Midland City, New Brockton, 
Newton, Newville, Pinckard, and Rutledge and the unincorporated communities 
of Gantt and Seale. It has obtained franchises for the operation of natural gas 
distribution systems for each of these towns. The member municipalities of 
Gas District propose to construct and operate their own gas distribution systems, 
or, in the alternative, to have such systems constructed and operated by Gas 

District should that prove to be more feasible. 

Evidence of record shows that Gas District's project will be economically feasi- 
ble if it constructs all of the distribution systems proposed or if each of the 
member municipalities constructs and owns its distribution system. Gas Dis- 
trict presented evidence that it was negotiating with the Alabama Electric Co- 
operative, which is constructing an electric generating plant at Gantt for the 
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sale of off-peak interruptih!e gas for part of the requirements of that plant. The 
contract had not been consummated at the time of the hearings herein, but the 
board of directors of the Alabama Electric Cooperative had adopted a resolu- 
tion stating the willingness of the Cooperative to enter into a contract, leaving 
to be settled by future negotiations the price to be charged for the gas. Although 
the off-peak sale to the powerplant is not essential to the economic feasibility 
of Gas District’s project, such sale would permit Gas District to buy gas at a 
higher load factor and thereby reduce its costs. 

The retail rates proposed by Gas District in the communities where it will 
be engaged in local distribution are approximately one-half of the present gas 
rates in effect in Andalusia, Troy and Ozark for butane-air gas, allowing for 
the difference in heating value between butane-air gas and natural gas. 

The record establishes that there is a need for natural gas in the area to be 
supplied by Gas District and that the people in the communities to be served 
desire such service. 

The total estimated cost of distribution systems to be installed in the 14 
communities is approximately $9 million. The estimated cost of the transmission 
facilities and the distribution facilities in the 10 other communities is approxi- 
mately $9,210,000, of which $610,000 represents cost of distribution facilities. 

The total system peak day requirements of the Gas District are estimated 
as follows: 


Ist year 8d year 5th year 
11,907 M. c. f. 15,234 M. c. f. 19,053 M. ec. f. 


The design of Southern’s system allows sufficient capacity to meet Gas 
District’s third year requirements. 

Gas District proposes to issue revenue bonds to finance its project. It was 
expected that the bonds will bear interest at the rate of 4 percent and will 
be sold by the Gas District at a discount. Financial witnesses testified that 
the bonds could be sold even without a contract for the sale of interruptible 
gas for the powerplant at Gantt. 

It is found that the public convenience and necessity require service by 
Southern to Gas District. 

South Atlantic Gas Co.—Southern has provided capacity in the design of its 
facilities to supply South Atlantic with 19,000 M. c. f. of gas per day, although the 
precedent agreement between them provides for a daily contract demand of 
15,000 M. ec. f. for the first year and 18,000 M. c. f. thereafter. 

South Atlantic is presently distributing 600 B. t. u. manufactured gas in 
Savannah, Ga. Southern proposes to deliver natural gas to it at the city 
gates of Savannah. South Atlantic estimates that new construction and con- 
version costs incident to conversion to natural gas service will total $862,500 
the first year, with an aggregate cost of $1,659,000 over a 5-year period. 

Its plan of operation includes the sale of gas to the Savannah Electric and 
Power Co., the electric utility supplying the city of Savannah with electric 
power. During a developmental period, sales to the electric utility will be 
made on both a firm and interruptible basis, the firm service to be wholly 
discontinued when the requirements of South Atlantiec’s general service cus- 





tomers reach its contract demand. South Atlantic's estimates of its requirements 
show that during 1956, which be the third full year of operation with natural gas, 
its peak day general service requirements will be 17,398 M. c. f. only 602 M. ec. f. 
short of the 18,000 M. c. f. of contract demand provided in the precedent agree- 
ment with Southern. The evidence shows that the next year its peak day 
general service gas requirements will reach the 19,000 M. c. f. per day allocated 
to South Atlantic in the design of Southern’s system. 
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South Atlantic estimates that with the sale to the electric utility it will be 
able to purchase gas on about a 70 percent load factor, whereas without the 
electric utility sale this load factor would be slightly in excess of 27 percent 
in 1954. Purchase of gas by South Atlantic at the rates proposed by Southern 
in this proceeding will permit South Atlantic to reduce its rates to general 
service customers by approximately one-half the present rates. This reduction 
of retail rates is contingent upon South Atlantic’s selling gas to the electric 
utility, although the evidence shows that it would enjoy a substantial reduction 
in costs by reason of the introduction of natural gas service even if no gas is 
sold to the electric company. 

The record amply shows that the public convenience and necessity require 
service to South Atlantic by Southern. South Atlantic’s estimates of its re- 
quirements are found reasonable and are relied upon. The sale by it of gas 
to the electric utility in Savannah is found to be consistent with the public 
interest. 

New municipal customers.—It is contemplated that service to Brent and 
Centerville will be provided through a connecting lateral proposed to be built 
by the Water Works Board of the town of Brent. Greensboro and Newbern 
will be served through a connecting lateral to be built by the Water Works Board 
of the city of Greensboro. Alabama gas Corp. will construct and operate local 
distribution systems in Brent, Centerville, Greensboro, and Newbern and is 
obligated by contract to pay the 2 Water Works Boards such rates as are 
necessary to amortize the cost of the connecting pipelines, to defray the costs 
of operating such lines and to enable the 2 Water Works Boards to pay for 
gas to be purchased from Southern. It is found that construction and operation 
of the proposed transportation laterals and local distribution systems are 
economically feasible. 

The community of Thomson, Ga., was proposed to be served by Southern, 
in docket No. G-—1676, but decision was reserved by the order issued in that 
docket and the evidence as to Thomson, introduced in docket No. G—1676, has 
been incorporated by reference in this proceeding. Hence, authorization for 
such service is made in this decision. 

Gas is to be distributed in Millbrook and Springdale by Alabama Gas Corp. 
and the sale of gas by Southern for service in those communities will be made 
at new delivery points for Alabama Gas Corp. at the city gates of those 
communities. 

The only issue raised on the record with respect to service to any of the 
municipalities included in Southern’s requirements study on whose behalf 
evidence was presented related to Cartersville, Ga. Atlanta Gas Light Co. now 
operates a 4-inch lateral line connecting Cartersville with Southern’s Cedartown 
lateral. This line is used to serve certain industrial customers near the city of 
Cartersville. Atlanta states that it desires a franchise to construct and operate a 
distribution system within the city and will construct such system and provide 
natural gas service within the city if it is granted a franchise and the Commis- 
sion authorizes delivery of gas to it for such purpose. 

The city of Cartersville presented evidence to the effect that the construction 
and operation by the city of a lateral connecting the city with Southern’s Cedar- 
town lateral and of a gas distribution system within the city was desired by 
the people of Cartersville and would be economically feasible. The city points 
out that Atlanta Gas Light Co. does not have a franchise for the distribution of 
gas in the city of Cartersville and that such franchise can be granted only by 
a two-thirds majority of the registered voters voting in a referendum called 
for that purpose. It recommends that Southern be authorized to sell gas to it 
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for distribution through a municipal system, with the right in the city to transfer 
such gas service to Atlanta Gas Light Co. in the event a franchise is granted 
to Atlanta Gas Light Co. to distribute gas within the city by referendum within 
120 days or some other reasonable period of time. This recommendation is 
reasonable and will be reflected in the order to be entered herein. 

The record shows that the public convenience and necessity require service by 
Southern of gas for distribution in Brent, Centerville, Greensboro, Newbern, 
Centre, Union Springs, Millbrook, Springdale, Ala., and Cartersville, Thomson, 
Dublin, Eatonton, Hawkinsville, Louisville, McDonough, Perry, Wadley, Warner 
Robins, and Wrens, Ga., and that such service is economically feasible. Author- 
ity to supply natural gas for service in Blount Springs, Garden City, Leesburg, 
and Midway, Ala., and Clinchfield, LaFayette, and Wrightsville, Ga., which was 
requested in Southern’s application, should be denied because except as to 
LaFayette, which will be served through Chattahoochee Natural Gas Co., no 
evidence supporting requirements was presented. Southern also asked authority 
to supply gas to Collinsville, Ala., but service to Collinsville through Fort Payne, 
Ala., was authorized in docket No. G-1676. The requests of Dalton, and Sum- 
merville, Ga., for service by Southern should be denied, since they are now 
proposed to be served by Chattahoochee Natural Gas Co. and prefer service by 
that means. 

Service to existing customers.—As has been pointed out, justification for the 
major portion of the increase in pipeline capacity contemplated under Southern’s 
application lies in the estimated increase in peak day requirements for the 1954- 
55 winter of Southern’s presently authorized customers. The largest portion 
of this increase is expected to be experienced by Southern’s four contract demand 
customers, Atlanta Gas Light Co., Alabama Gas Corp., Mississippi Gas Co. and 
Gas Light Co. of Columbus, which are estimated to require a total of 808,044 
M. c. f. on the 1954-55 peak day. The largest of these customers are Atlanta 
Gas Light Co. and Alabama Gas Corp., whose peak requirements for that year 
are estimated at 453,710 M. c. f. and 276,126 M. c. f., respectively. These require- 
ments represent increases of approximately 95,000 and 50,000 M. c. f. for Atlanta 
and Alabama Gas, respectively, over their estimated 1952-53 peak requirements, 
after making allowance for new deliveries to Atlanta Gas Light Co. from the 
Bass Junction-Aiken line for service in new communities. 

Since Atlanta Gas Light Co. and Alabama Gas Corp. have not entered into 
written agreements with Southern for contract demands beyond the 1952-53 
winter, the staff has recommended in its main brief that decision be reserved as 
to the disposition of the volumes of gas which may be sold by Southern to them 
in excess of their 1952-53 contract demands, in order that any customers for 
whose third-year requirements only capacity is being provided in Southern’s 
project may have an opportunity to share in such reserved volumes of gas and 
also to permit consideration of service to Jacksonville Gas Corp. from such re- 
served volumes. The latter company is an intervenor seeking a reservation of 
gas. Its claims will be discussed hereinafter. 

In its reply brief, the staff enlarged the scope of this recommendation by 
recommending a condition to the certificate as follows: 


Applicant shall apply for and receive authorization from the Commission 
to increase the contract demands of its present contract demand customers 
above the 1952-53 peak day contract demands of such customers; and on the 
completion of the facilities authorized herein applicant shall apply for and 
receive authorization from the Commission as to the disposition of any 
remaining firm peak day volumes of gas. [Emphasis supplied.] 
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The record does not warrant the imposition of either condition recommended 
by the staff. 

Southern, which has operated in the same general territory since prior to the 
passage of the Natural Gas Act, has not heretofore been limited by certificate 
provisions in respect to the volume of gas it may sell to any customer, nor has 
it been required to make available any specified volume of gas to any customer. 
Instead, it has undertaken to meet all of its customer requirements and, so 
far as this record shows, has always succeeded in keeping abreast of the firm 
gas needs of all customers dependent upon it for service. 

Service has been and is now provided under two types of rate schedules. By its 
“F” and “R” rate schedules Southern is obligated to supply the entire requirements 
of customers purchasing gas thereunder, limited only by the capacity of its 
system when operated so as to deliver its maximum capacity. Under its “CD” 
rate schedules, Southern is obligated to deliver its “CD” customers’ require- 
ments up to customers’ contract demands for the delivery points specified, and 
has the further obligation, if a purchaser’s requirements exceed its contract 
demand, as then in effect, to negotiate in good faith to reach an agreement 
covering the supply of such additional requirements. It has been Southern’s 
practice to negotiate service agreements yearly with its “CD” customers and, 
based on their estimates of their requirements for the ensuing year, to contract 
for new contract demands for such year, which have in nearly all cases been 
higher than those for the preceding year. 

Consistent with this practice, Southern has entered into precedent agree- 
ments providing new contract demands for the 1952-53 winter with its present 
contract demand customers and proposes during ensuing years to establish 
higher contract demands as yearly requirements grow. These contract demands, 
of course, are to be reflected in new executed service agreements which must 
be filed with the Commission. 

In conformity with this practice, Southern has not proposed in this case to 
reserve capacity for Atlanta Gas Light Co. or Alabama Gas Corp. or any other 
customer, but has requested a certificate to construct and operate such facilities 
as it calculates will enable it to meet the requirements of all of its authorized 
and proposed customers through the winter of 1954-55. This is the central basis 
of its application. As an exception, Southern has entered into precedent agree- 
ments with its four new proposed contract demand customers, South Georgia, 
South Carolina Natural, Gas District, and South Atlantic, for volumes of gas 
which those customers estimated are required for the express purpose of making 
their projects economically feasible. Southern has also incorporated in the 
design of its system capacity to supply the estimated third-year requirements 
of the four above-named customers without respect to when such third-year 
requirements are experienced. 

Southern proposes to sell gas to its new contract demand customers under 
tariff provisions identical to those applicable to its existing contract demand 
customers, so far as its obligation to meet increasing requirements is 
concerned. 

Since Southern’s “F” and “R” rate schedules do not provide specific quantities 
of gas for customers purchasing thereunder, Southern has not entered into 
contracts to provide any specific volumes of gas to its proposed new municipal 
customers who will purchase gas under such schedules. 

As against this background of past and projected consistent operating prac- 
tices, the staff has proposed what amounts to an illegal partial allocation of 
Southern’s pipeline capacity. In the facts of this case, such an allocation as is 
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proposed or any allocation of Southern’s capacity is both unnecessary and wholly 
beyond any authority delegated by the Natural Gas Act. 

If Southern should fail to live up to the standards of fair dealing which are 
stated in its tariff, compliance can be enforced by the Commission under sec- 
tions 4 or 5 of the Natural Gas Act, with or without any complaint by a consumer. 
There is no legal basis for a requirement that Southern supply any stated 
quantity of gas to any customer. There is no factual basis in this record to 
justify or permit the Commission to reserve for some future indefinite service 
any part of the pipeline capacity of Southern. There is nothing in the record 
to indicate any intention by Southern to discriminate against, or to prefer any 
customer. There is nothing to justify a finding that there is, or is likely to be a con- 
dition of shortage on Southern’s system, which might lead to the consideration of 
allocation or rationing of Southern’s gas service. It cannot be found from 
any facts on this record that there is a likelihood that Southern will be unable 
to meet the full requirements of all of its customers during the period of pro- 
posed service or that it intends to prefer or will prefer some customers over 
others by the operation of its proposed enlarged system here involved. 

Other reasons exist for rejecting the staff's. proposal. To reserve allocation 
control over deliveries of gas to Southern’s existing contract demand customers 
in excess of their 1952-53 contract demands for the purpose of affording an oppor- 
tunity to the new contract demand customers, whose third-year requirements 
have been provided for, and thereby to accord assurance to them of still greater 
quantities of gas would be, on its face, unduly discriminatory. 

Southern’s certificate application represents a three-year expansion program. 
To adopt the staff’s recommendation would be to refuse to decide this present 
application. It would be equivalent to requiring Southern to file a separate 
1-year program for each of the 3 years contrary to the Natural Gas Act and any 
existing rules and regulations thereunder. 

The Commission’s rules which require that certificate applications be supported 
by evidence of requirements for the first full 3 years of operation of the proposed 
facilities (section 157.14, Ex. I) clearly contemplate and encourage advance 
planning by natural-gas companies. Southern has thus conformed to the Com- 
mission's rules and regulations. 

Jackson, Cochran and Millen.—The municipalities of Jackson, Cochran, and 
Millen, Ga., intervened in .docket No. G-1907 and urged that the Commission 
require Southern to serve them. Each presented testimony showing its gas re- 
quirements and that it is economically feasible for each to construct a lateral 
to interconnect with Southern’s pipeline system and to construct and operate a 
distribution system. Southern objected to-service to the three communities on 
the basis of the Commission’s statement in its findings and order in docket No. 
G-1308 that, “in the interest of orderly planning and procedure, last minute 
filings of petitions for service just prior to or during hearings on applications 
should be discouraged,” and on the basis that it is unfair to other municipalities 
which have applied to it for service, but have not intervened in this case, to 
require that it serve these three communities. 

Southern’s objections seem pertinent primarily to the question of whether the 
petitions to intervene should have been granted, particularly those of Cochran 
and Millen which were filed on August 8 and August 11, respectively. However, 
the record establishes that the public convenience and necessity requires the 
service requested and that, since certain other small communities (which South- 
ern had proposed to supply) presented no evidence of economic feasibility and 
cannot receive authorization for service in this proceeding, Southern will have 
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sufficient capacity in its pipeline system to supply the needs of these three com- 
munities which are relatively small. Such service is in the public interest, 
would not require enlargement of capacity beyond that proposed, and would 
cause no impairment of service to other customers. Therefore, it is found that 
the certificate to be issued to Southern should be conditioned to require that 
Southern supply these three municipalities under its “F’’ and “R” rate sched- 
ules, under which it serves other municipal customers. 

The 16-inch line, which is proposed to be constructed from Bass Junction, Ga., 
to Aiken, S. C., will be utilized to serve South Carolina Natural at a point near 
Aiken and to supply the same communities plus Thomson, Ga., and the same 
direct industrial consumers which Southern was authorized or directed in docket 
No. G-1308 to serve by means of the 10%-inch and 85-inch line therein certifi- 
eated. Subsequently, in docket No. G-1676 Southern proposed to substitute a 
14-inch line for the 10%4-inch portion of the authorized line, which was to be 
between Bass Junction and Augusta, Ga. The purpose of this substitution was 
to provide for the rapidly increasing requirements of the communities near the 
Atomic Energy Commission’s Savannah River Plant, which is adding substan- 
tially to the population and the gas requirements of the entire Augusta, North 
Augusta, and Aiken area. Later, in docket No. G-1907 Southern undertook to 
serve from this line South Carolina Natural, South Atlantic Gas Co., Dublin, 
Eatonton, Louisville, Wadley, Wrens, and Wrightsville, Ga., and the proposed 
direct industrial customers in the Savannah area. This additional service re- 
quired the further increase in the size of the Bass Junction-Aiken line which is 
proposed herein. Meanwhile, because of the pendency of the application in 
docket No. G-—1907, the Commission, in its order issued September 4, 1952, in 
docket No. G-1676, withheld certificate authority from Southern for construc- 
tion of the 14-inch line as proposed in that docket. The order hereinafter pro- 
vided will now authorize use of the line to serve the previously authorized 
customers as well as the new ones herein proposed to be served. 

Jacksonville Gas Corp.—Jacksonville Gas Corp., which supplies manufactured 
gas distribution service in the city of Jacksonville, Fla., petitioned for permis- 
sion to intervene in docket No. G-1907 requesting authority “to produce such 
evidence as is required in this matter in support of its petition to cause Southern 
Natural Gas Co. to construct a natural gas pipeline to Jacksonville, Fla., and 
thereby to furnish an adequate supply of natural gas to your petitioner for 
distribution to the people and industries of the city of Jacksonville and en- 
virons or, in the alternative, that any new facilities constructed by Southern 
Natural to supply natural gas to new market areas in Georgia have adequate 
delivery capacity of natural gas to allow a full supply to Jacksonville by the 
construction of a lateral line that may be built by other interests from any 
one of the various proposed new pipeline terminal points to the city of Jackson- 
ville.” This petition to intervene was granted by the Commission by order issued 
July 31, 1952, which limited the intervenor’s participation “to matters affecting 
asserted rights and interests specifically set forth in the petition.” The petition 
to intervene, however, prayed for relief which is clearly illegal under the Natural 
Gas Act, as the undersigned presiding examiner pointed out on the hearing 
record. After all direct evidence in all the applications had been presented, 
Jackson Gas Corp. offered to present evidence respecting its requirements for 
natural gas. The undersigned presiding examiner refused to receive such evi- 
dence on the above grounds and pointed out that Jacksonville Gas had not 
stated how it proposed that natural gas be transported from Southern’s system 
to Jacksonville. Subsequently, Jacksonville Gas Corp. again requested authority 
to present its natural gas requirements and stated, by counsel, that it proposed 
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service to Jacksonville through the facilities of South Georgia Natural Gas Co., 
more specifically those facilities of the latter company which constituted South 
Georgia’s so#alled “B program.” However, South Georgia did not request au- 
thority to construct such “B” facilities or to serve Jacksonville Gas Corp., but 
stated on the record that it would wait to hear Jacksonville’s presentation before 
deciding whether to apply for a certificate to serve it. Based upon this record, 
the presiding examiner again refused to permit Jacksonville Gas Corp. to proceed 
in this proceeding. 

On September 16, 1952, after cross-examination of all witnesses in the con- 
solidated proceedings had been nearly completed, Jacksonville Gas Corp. filed 
what it called an “Amended petition for intervention.” In this petition Jack- 
sonville proposed to construct a 230-mile pipeline at a cost of approximtaely 
$6,500,000 extending from Jacksonville, Fla., to a point of connection with South- 
ern’s system near Macon, Ga., and requested that Southern be required, pursuant 
to section 7 (a) of the Natural Gas Act, to establish physical connection of its 
natural gas transportation facilities with such pipeline and that the certificate 
to be issued to Southern in docket No. G—1907 be conditioned to require that 
Southern “reserve from gas available at a proper location on its southern line, 
upon completion of the facilities described in this application, as amended, in 
docket No. G-1907, natural gas in amounts and at pressures sufficient to enable 
the petitioner to serve the people of Jacksonville and the surrounding territory 
with natural gas.” 

Three days after the filing of Jacksonville’s amendment, Southern moved to 
dismiss it. Other parties also opposed permitting the amendment to be made. 

Section 1.11 of the Commission’s general rules and regulations provides that 
“No amendment to a pleading may be filed within 5 days next preceding the 
commencement of or during a hearing unless directed or permitted by the Com- 
mission or the presiding officer after opportunity for all parties to be heard 
thereon.” In view of the foregoing provision of the rules, it is appropriate 
that Jacksonville Gas Corp.’s “Amended petition for intervention” be disposed 
of by this decision. The amended petition should be and is denied. 

The amended petition is substantially different from the original petition in 
that it contains a proposal to build an interstate pipeline for the transportation 
of natural gas in interstate commerce. Orderly procedure and protection of 
the interests of other parties require that such pleadings be timely filed. The 
filing of this amended petition was not timely. It did not constitute an appli- 
cation for a certificate of public convenience and necessity, nor did it in sub- 
stance comply with the rules and regulations then in force. 

In addition, Jacksonville Gas Corp. has not filed an application under section 
7 (c) of the Natural Gas Act for a certificate of public convenience and necessity 
authorizing the construction and operation of the pipeline proposed and, although 
given adequate opportunity to do so, has not stated that it intends to file such 
an application, which obviously it must do under the act and regulations in order 
to obtain natural gas service by the means proposed. Instead, the petitioner 
seeks to tie-up by a so-called reservation a substantial portion of the capacity 
of Southern’s proposed system for some indefinite time and in an uncertain 
amount. The Natural Gas Act does not create any authority to tie up Southern’s 
pipeline capacity for some unproved, hence hypothetical, future public conven- 
ience and necessity. 


SOUTH GEORGIA NATURAL GAS COMPANY 


South Georgia proposes to construct 100.3 miles of 12%-inch pipe extending 
southeasterly from a point on Southern’s south line in Lee County, Ala., to Al- 
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bany, Ga.; 25.3 miles of 10%-inch pipe extending southerly from Albany to a 
point between Camilla, and Pelham, Ga., known as the Moultrie Tap; 55.2 miles 
of 85-inch pipe extending from the Moultrie Tap southerly to a point of connec- 
tion with the gas distribution system of the city of Tallahassee, Fla., and laterals 
from the above-described main lines to the city gates of South Georgia’s pro- 
posed resale customers and to the plants of proposed direct industrial customers 
in Georgia and Florida. The pressure of 500 pounds per square inch gage at 
which Southern has contracted to deliver gas to South Georgia will be sufficient 
to permit South Georgia to meet the third year requirements of its customers 
without installing compressors. The engineering feasibility phase of ability to 
perform the proposed service is established. 

Upon commencement of operation of the above described facilities as pro- 
posed, South Georgia will be engaged in the transportation and sale for resale 
of natural gas in interstate commerce for ultimate public consumption and will 
be a “natural-gas company” subject to the jurisdiction of the Commission under 
the Natural Gas Act. 

The municipalities proposed to be served, together with their estimated an- 
nual and peak purchases of natural gas from South Georgia, appear in the 
following table: 


Annual requirement—M. c. f. 





lst year 2d year 3d year 4th year 5th year 


Albany, Ga...-..- sabia paeoen seas 168, 954 401, 129 436, 236 495, 085 557, 678 














I oa 8 its ab pessoa 132, 549 152, 150 169, 749 188, 781 212, 043 
SI MUL Eh ocd ain ata ones hienecimane 167, 520 188, 020 206, 689 226, 729 251, 305 
RN eal a Sa aces imal 96, 816 108, 943 119, 874 131, 811 146, 244 
IR cio inch ibaa cde we edits Oe 37, 586 44, 026 50, 008 56, 405 64, 309 
Cordele, Ga--_- ee, as a ; 104, 341 122, 679 139, 326 156, 888 178, 855 
8 Sa a 92, 203 100, 909 108, 926 117, 484 127, 904 
OS | a eee = 23, 531 27, 690 31, 349 35, 391 40, 210 
Moultrie, Ga_....-_-- ae 200, 881 228, 314 253, 371 280, 652 313, 646 
RN RR 2s Siiuwaniencs annie i 36, 786 43, 089 48, 941 55, 267 62, 848 
oa aoe 105, 724 124, 418 141, 768 160, 560 173, 380 
0 SE ee as 17, 235 20, 165 22, 841 25, 894 29, 401 
5 Pe 515, 125 579, 745 638, 933 702, 861 780, 001 
EN MR ikiichddpivnecostdecucounees 319, 629 349, 112 375, 892 404, 864 439, 989 

Total annual requirement-.._.....-- 2,018,880 | 2,490,389 | 2,743,903 | 3,038,672 3, 377, 813 











| Peak day requirement—M. c. f. 












Ist year “ast year | aayear | atyear | ath year | 2d year 3d year 4th year 5th year 
| 

NE ie ccc dinnwendmecndakank 700 2,000 2, 000 2,019 2, 394 
po ee opened ital 1, 140 1, 320 1, 480 1, 654 1, 866 
eee wins 1,129 1, 4 1, 487 1, 679 1, 804 
. Ss : 741 952 1, 062 1, 193 
TTR. 5. cnesdecabe a 344 ‘02 457 515 587 
a cman alata ea 953 1, 120 1, 273 1, 433 1, 633 
MN sn. peawanidcenas i 516 596 = 747 842 
SS 7 navi 214 253 323 368 
iS oa nmced mdasaoadmnnanl 1, 642 1, 893 S 122 2, 371 2, 672 
DN foe acanuosaceeuedon - 336 394 447 | 505 574 
eed id aa lt 867 998 1,117 1, 240 1,317 
I, Gs ones ckcascusne ae 157 185 209 237 269 
Tallahassee, Fla............. : 3, 533 4,123 4, 664 5, 247 5, 951 
Thomasville, Ga......_- ininteacisatiapeting aaa 2, 045 2, 315 2, 559 2, 824 3,145 

Total peak day requirement.._...... 14, 317 17, 767 19, 721 21, 847 24, 705 














South Georgia also proposes to sell industrial gas to the cities of Thomasville, 
Ga., and Tallahassee, Fla., for use as fuel in their municipally-owned electric 
generating plants and to make direct sales to the following industrial customers: 











SOUTHERN NATURAL GAS CO., ET AL. 537 


Merck & Co., Swift & Co., Dawes Silica Mining Co., Attapulgus Clay Co., and 
Floridan Co. 

South Georgia’s industrial sales, including the powerplant sales, are expected 
to total 4,341,000 M. c. f. the first year, 4,512,000 M. c. f. the second year, 4,666,000 
M. c. f. the third year, 4,820,000 M. c. f. the fourth year, and 5,014,000 M. ec. f. 
the fifth year. 

South Georgia’s primary gas supply is to come from Southern, with which 
it has a precedent agreement for the purchase of 16,700 M. c. f. per day during 
the first year of operation and 19,500 M. c. f. thereafter. 

An exchange agreement between South Georgia and Gas District provides for 
Gas District to sell to South Georgia any gas available to the former, in excess 
of its market requirements, at the point of connection of South Georgia’s main 
line and Gas District’s east line with Southern’s south line. It is contemplated 
that this gas will be secured by South Georgia only for off-peak interruptible 
use. 

In view of the fact that South Georgia is assured of sufficient gas from 
Southern to approximate its third year firm requirements and that Southern has 
provided 20,500 M. ec. f. of daily capacity for South Georgia in the design of its 
system, it is found that South Georgia is assured of an adequate supply of 
gas to meet the estimated demands for gas which will be made on its system. 

The total) cost of construction is estimated at $8,141,518, which South Georgia 
proposes to raise by issuing approximately $6,200,000 of first mortgage 20 year 
sinking fund 4% percent bonds and approximately $2,100,000 of junior securities. 
Detailed plans for financing have not been developed. South Georgia showed 
that it is infeasible to do so prior to the issue to it of a certificate. 

The company’s tentative plans call for placing its bonds with two or more 
institutional investors and making a public offering of its junior securities. 

Qualified witnesses testified that the proposed financing could be accomplished 
on the basis of South Georgia’s projected earnings under existing market con- 
ditions, even though South Georgia is not able to secure any gas in excess of 
the 19,500 M. c. f. now provided in its precedent agreement with Southern. 
It is found that South Georgia can finance its proposed construction. 

It is found that the capacity of South Georgia’s projected system will be 
approximately 20,000 M. c. f. per day, based on a pressure of 500 pounds per 
Square inch gage at the delivery point from Southern, which is the pressure 
specified in the Southern contract. The actual daily delivery capacity will vary 
us the hourly load varies and with the development of requirements at the 
various delivery points on its system. By utilizing line storage, South Georgia 
expects to be able to meet its third year estimated hourly requirements. 

The record shows that by additional compression South Georgia’s system 
would be capable of delivering 45,000 M. c. f. of gas per day, if 20,000 M. c. f. 
should be delivered in the Albany area and the intake pressure should be 760 
pounds per square inch gage or greater. It is found that the engineering 
feasibility of the proposed project has been established. 

The municipalities proposed to be served by South Georgia have been actively 
attempting to obtain natural gas service for a considerable period of time. 
They presented extensive evidence of the need for natural gas in the area pro- 
posed to be supplied. Of all the municipalities to be served, only Albany and 
Tallahassee now have gas distribution systems, the others relying upon oil, 
bottled gas and coal for fuel. The evidence shows that the manufactured gas 
systems in Tallahassee and Albany are inadequate for the service required by 
the residents of those communities. 
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Each municipality presented evidence that it could and would build such 
facilities as were necessary for the distribution of gas and that such facilities 
could be financed. Shortages in existing fuels have been regularly experienced 
in the area. 

South Georgia has a precedent agreement with each municipality providing for 
the sale to each of its gas requirements. It has separate contracts with the cities 
of Thomasville and Tallahassee for sale of industrial gas for use in the municipal 
electric generating plants in those cities. It likewise has contracts for the sale of 
gas to the industries listed herein as proposed to be served. All industrial sales, 
including the powerplant sales, are to be made on an interruptible basis with the 
exception that the Floridan Co. has requested 200 M. c. f. per day of firm gas 
for its Quincy, Fla., plant and the Dawes Silica Mining Co. has requested 200 
M. ec. f. per day of firm gas, both of such small firm gas deliveries being contingent 
upon South Georgia having sufficient gas available. Although all other direct 
sales will be interruptible, South Georgia expects to sell to its direct customers on 
a peak day the difference between its sales for resale service requirements and the 
total quantity of gas available to it. It is found that public convenience and 
necessity require the service proposed by South Georgia. 

The Petroleum Administration for Defense has granted South Georgia prior- 
ities assistance in procuring needed materials during the second and third quarters 
of 1953. 

South Georgia’s evidence shows that its net income after taxes and payment 
of interest on its long term debt during the first year of operation will be 
approximately $230,000, increasing to $287,000 the second year and $360,000 the 
third year. Net utility income is estimated at approximately $510,000 the first 
year, $552,000 the second year, and $611,000 the third year. This represents 
an over-all rate of return in excess of 6 percent from the first year of operations. 

South Georgia asserts that its income from sales for resale will be less than 
its cost of service, including a 6 percent return, by $100,069 for the first year 
and $45,860 for the second year, and will exceed cost of service, including a 
6 percent return, by $12,529 for the third year. 

The foregoing estimates of income are based upon contract prices for direct 
sale gas and upon the rates for sale for resale set out in three rate schedules 
proposed by South Georgia in this proceeding. Its F-1 rate schedule states 
a demand charge of $3 per month per M. ec. f. of billing demand and a 
commodity charge of 28 cents per M. c. f. of gas delivered. Its G-1 rate 
schedule contains a flat rate of 60 cents per M. c. f. of gas delivered, and 
its R-1 rate schedule states a rate of 28 cents per M. c. f. of interruptible gas 
delivered. These proposed rates establish the economic feasibility phase of 
ability to perform the proposed service. 

The staff contends that these rates will not be justified by South Georgia’s 
cost of service, and recommends that South Georgia’s certificate be conditioned 
to require the filing of rates “which will provide average revenues from sales 
for resale no greater than 36.1 cents per M. c. f. provided that the rates for 
general service are no greater than 43.4 cents per M. c. f.”. The 43.4 cents figure 
was arrived at as the unit revenue necessary to be realized from general service 
sales if all revenues from resale sales are to average 36.1 cents per M. ec. f. 
This is because the contract price for the sales to the municipal powerplants at 
Thomasville and Tallahassee, which the staff insists must be classified as sales 
for resale, is 28 cents per M. c. f. which appears to be the best price obtainable.‘ 


* See, however, the Commission's opinion No. 244, issued February 5, 1953, in the matter 


of City of Hastings, Nebraska v. Kansas Nebraska Natural Gas Co.., Inc., docket No. 
G-1487, p. 12. 
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South Georgia has separately contracted for the powerplant sales as direct 
sales. Its proposed rates for sale for resale, excluding the powerplant sales, 
will yield an average revenue of about 55 cents per M. c. f. This is found to 
be justified by its cost of service. 

The very considerable difference between South Georgia and the staff as to 
rates for sales for resale arises from differing methods of allocating costs 
between jurisdictional and non-jurisdictional sales. South Georgia proposed the 
so-called demand-commodity method of allocation and the staff a volumetric 
method. The staff contends that this case should be governed by the principles 
stated by the Commission in its opinion Nos. 226 and 226—A, in re Alabama-Ten- 
nessee Natural Gas Company, docket No. G-585, where the volumetric method 
was employed. 

A comparison of the significant facts in the Alabama-Tennessee case and in 
the instant case clearly shows that opinion Nos. 226 and 226-A are inapplicable 
here. 

Alabama-Tennessee, a new company, was issued a certificate July 2, 1948, to 
construct a new pipeline. There was attached to the certificate a condition 
requiring Alabama-Tennessee to submit a tariff containing rates satisfactory 
to the Commission at least 6 months prior to the commencement of operations. 
On January 16, 1949, Alabama-Tennessee submitted a tariff proposed to be ef- 
fective March 1, 1950. This was rejected by the Commission as not satisfactory. 
Two series of hearings were embarked upon, the company meanwhile being per- 
mitted to operate under interim rates. The Commission’s decision was issued 
May 1, 1952, almost 4 years after the date of the certificate and following some 
two years of operation of the new pipeline. Thus, the Commission had the 
benefit of the company’s actual operating experience in arriving at its decision. 
It was shown that a considerable portion of the capacity of the system was 
unused for sales for resale. 

Based on these facts the Commission concluded that a demand-commodity 
allocation was not appropriate, stating: 


In justifying the allocation of such costs on the basis of system deliveries 
for so short a period as a peak day or the peak period of a few days 
normally employed for determining demands on a natural gas system, there 
must be a reasonably close relationship between the capacity and the 
demands on the system. In this case such a relationship does not exist. 
The peak demands on the Alabama-Tennessee systems are not a measure of 
the capacity of the system nor of cost related to such capacity. (Opinion 
No. 226, 11 F. P. C. 75, 84.) 


Elaborating upon its reasons for using a volumetric rather than a demand- 
commodity type of allocation,.the Commission in its opinion No. 226—A, 11 F. P. C. 
114, 115 stated: 


Demand costs in the natural gas transportation business are associated 
with use of capacity of the pipeline at the time of peak deliveries. In the 
usual situation, certain sales are interrupted completely or drastically cur- 
tailed in order that other service may be maintained or expanded. Thus 
deliveries to industrials may be made during, say, 360 days of the year but 
curtailed or shut off altogether on the remaining five peak days. Other 
deliveries, such as for domestic service, may have a priority in that they 
are made not only on 360 days of the year, but service is actually increased 
on the remaining five peak, usually cold, days. The fact that deliveries 
relating to certain sales involve involuntary curtailment at peak times and 
deliveries under other sales arrangements are increased when it is most dif- 
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ficult to make deliveries, is a significant cost factor which we have generally 
recognized. Obviously it would not be accurate or equitable to assign the 
same unit (M. c. f.) cost to deliveries associated arith nonpeak service as 
deliveries which are increased to the point where the pipeline system is 
operated at its marimum to tale care of them. The assignment of certain 
capacity cost to a demand function and the allocation of such assigned cost 
on the basis of relative deliveries on the peak days when capacity is in 
greatest demand is designed to give recognition to the varying cost factors 
which are known to exist in this type of operation. [Emphasis supplied. ] 


In the foregoing it is clear that the essence of the Alabama-Tennessee alloca- 
tion of costs was that demands on the system were so far below capacity that 
there was no curtailment at any time of any service. Therefore, there was no 
reason why all sales should not bear their proportionate shares of all costs. 
Conversely, the Alabama-Tennessee decision stands for the proposition that cur- 
tailment of certain sales should be recognized as a basis for allocation of costs 
where such curtailment results from capacity limitations. This recegnition is 
achieved by the demand-commodity type of allocation. 

Whether these principles viewed abstractly require a volumetric or demand- 
commodity type of allocation of costs in South Georgia’s case depends, therefore, 
upon whether capacity limitations will require interruptions during peak periods 
of one type of sale in order that increased demands of other types may be met. 
This, in turn, of course depends, as the Commission indicated in its opinion No. 
226, upon whether there is a reasonably close relationship between South Geor- 
gia’s capacity and the demands upon its system. 

On the basis of the record, it is found that South Georgia's estiniates of the 
peak day requirements of its resale customers, excluding the power plant sales, 
will be approximately as follows: 

Ist Year 2d Year 3d Year 
14,317 M. ec. f. 17,767 M. c. f. 19,721 M. c. f. 

The record further shows that the daily delivery capacity of South Georgia’s 
system will be approximately 20,000 M. c. f., making allowances for hourly 
variations in load. It is recognized, of course, that requirements estimates, as 
well as estimates of future pipeline capacity, cannot be made with absolute 
accuracy. However, no evidence has been presented of different gas require- 
ments or pipeline capacity and no reasons have been pointed out which would 
warrant a conclusion that the estimates presented by South Georgia are not 
reasonably reliable. They are found to be. 

When South Georgia’s estimates of its gas requirements and delivery capacity 
are considered in relation to its contract right to obtain only 16,700 M. ec. f. of 
gas per day from Southern during the first year of operation and 19,500 M. c. f. 
per day thereafter, it must be concluded that there is a reasonably close rela- 
tionship between its capacity and the demands reasonably expected to be made 
upon its system. 

South Georgia has shown that it has, under separate contracts, industrial 
customers, including the powerplants at Thomasville and Tallahassee, whose 
aggregate requirements are estimated at 4,341,000 M. c. f. the first year, 4,512,000 
M. ec. f. the second year, and 4,666,000 M. ec. f. the third year. Translation of 
these annual requirements into terms of average daily usage produces a daily 
average of industrial sales the first year of 11,893 M. c. f., increasing to 12,783 
M. c. f. the third year. It is evident, therefore, that there must be substantial 
industrial curtailments at times of peak sale for resale service demands, even 
during the first year of operation. It would be inequitable, therefore, that such 
interruptible industrial sales be required to bear an equal proportion of the 
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costs, properly associated with capacity, determined on a basis of annual volumes 
of gas sold. 

It is concluded that the volumetric type of allocation proposed by the staff is 
improper under the facts of this case and that an allocation of costs should be 
on a demand-commodity basis. 

It is unnecessary to determine here whether the proposed sales of gas for 
use in the municipal power plants of Thomasville and Tallahassee are direct 
sales or sales for resale. In either case they are fully interruptible and South 
Georgia’s proposed interruptible rate of 28 cents is exactly the same as the price 
established in the contracts for these two sales. Therefore, revenues to South 
Georgia from total sales to Tallahassee and Thomasville and total costs to those 
municipalities will be identical whether the powerplant sales are regarded as 
direct sales or sales for resale. 

Certain other considerations require the rejection of the proposal of the 
staff to require by a condition in the certificate the substitution of the initial 
rates advocated by witness Daley in lieu of the initial rates proposed to be used 
by South Georgia. South Georgia’s proposed rates were not attacked by 
anyone or shown by any testimony of record as being discriminatory or other- 
wise improper under the Natural Gas Act. Their relevance in this certificate 
case is to economic feasibility of South Georgia’s project as one phase of proof 
of ability to perform the proposed service. This is not a rate regulation pro- 
ceeding, nor is the record adequate for definitive rate determinations or orders, 
even if initial rates were at issue, which they are not. That South Georgia’s 
rates will create adequate revenues to make the project economically feasible 
and the financing of it feasible has been found. Even the staff agrees with 
such finding. Witness Daley argues merely that the rates are too high or not 
low enough. He argues for the compulsory fixing by the condition of lower 
initial rates, which it is found would have the following effects: (1) Such 
rates would tend to destroy if not defeat the possibility of finding the project 
any longer economically feasible and, hence, it could not be properly certificated ; 
while consistently the staff recommends the issuance of a certificate to South 
Georgia; and (2) such rates would not produce even a 5 percent return during 
the first 2 vears or a 514 percent return in the third year. 

To impose such rates in this case would be illegal under the Natural Gas Act. 

Only such conditions may be imposed under section 7 (e) of the act as are 
required by the public convenience and necessity. All parties, except the coal 
interests, recommend the decision that the public convenience and necessity 
requires the certification, construction and operation of this project by South 
Georgia. That finding and conclusion has been made herein, as recommended 
by the staff. How then can the proposed condition, which would destroy or 
tend to render the project impossible—not economically feasible, not able to earn 
a reasonable return, and not any longer possible to be financed, be imposed as 
“required by the public convenience and necessity? 


The proposed condition 
is quite the opposite. It would deny the public convenience and necessity and tend 
to sabotage the project. To impose that condition would be contrary to the 
public interest. It would become the dictation of initial rates for South 
Georgia (1) for which there is no delegated authority in the Natural Gas Act 
and (2) for which determination there is no record of facts to rely upon in a 
statutory hearing in which the regulation of rates is lawfully at issue. 

An analysis of witness Daly’s statements on the record reinforces these 
conclusions, 

He was very reluctant to discuss the rates of return, which his proposed rates 
would produce. For the first year, he said, it would be somewhere around 
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414 percent. He refused to furnish the actual figures. (See South Georgia's 
main brief, p. 22 and T. 3141-3147.) He stated he had made the calculations 
and looked at them. Staff counsel objected to his producing them. 

Witness Daley during both direct and cross-examination produced no facts as 
evidence. He stated his conclusions as to record facts and he produced largely 
legal arguments for his particular theory of rate regulations. His conclusions 
as to South Georgia's line capacity and load factor (both of an engineering nature 
although he was qualified as an expert rate witness) were contrary to the evidence 
on those subjects on the record. There was no contraevidence. Witness Daley 
also stated that even though his proposed rates would render the project 
unfeasible in the sense that it could not be financed, he would not change his 
recommendation (T. 3148-3150). 

One other recommendation by the staff warrants brief discussion. The staff 
proposes that a condition be attached to the issuance of South Georgia's cer- 
tificate requiring it, prior to further issuance of securities, to submit a definite 
and firm plan for financing its project which will be satisfactory to the Commis- 
sion, “including a statement of the bonds, debentures, notes, stock or other 
securities proposed to be issued, and the terms, conditions and costs of the 
issuance and sale thereof and the method of distribution or sale, including the 
present holdings of any of applicant's securities.’ In support of its recom- 
mendation, the staff states only that there probably will be some split in the 
present outstanding common stock, which is owned by five individuals, and that 
South Georgia’s financial witness could not state how the company proposed to 
issue the additional stock necessary to raise the proposed $2,100,000 of equity 
money. On the other hand, the company has set out definitively the broad out- 
lines of its plan of financing, showing that it intends to raise $6,200,000 by the 
issuance of first mortgage 20-year sinking fund 4% percent bonds and $2,100,000 
by the issuance of junior securities. This will result in a debt ratio of approxi- 
mately 74.7 percent. Since the Commission has heretofore regarded debt ratios 
up to 75 percent as satisfactory, and in consideration of the relatively slight 
basis upon which the staff urges the condition, it is concluded that the 
record does not justify the imposition of the condition recommended. 


SOUTH CAROLINA NATURAL GAS CO. 


South Carolina Natural proposes to construct the following facilities: 

(1) 30.8 miles of 16-inch pipeline, extending southeasterly from the eastern 
terminus of Southern’s Bass Junction-Aiken line to a point near Salley, 8S. C.:; 
thence 93.4 miles of 12-inch pipeline to Charleston, S. C.; from Salley, 35.8 miles 
of 10-inch pipeline in a northeasterly direction to Columbia, 8S. C. 

(2) Seven metering and regulating facilities to serve the communities of Bam- 
berg, Denmark, Orangeburg, Walterboro, Columbia, Summerville, and Charleston, 
all in South Carolina. 

$y means of the above-described facilities, South Carolina Natural proposes to 
sell gas to South Carolina Electric & Gas Co. (Electric & Gas) at the city gates of 
Columbia, Charleston, and Summerville, S. C., and to the municipalities of Bam- 
berg, Denmark, Orangeburg, and Walterboro, S. C., at its main line. The named 
municipalities will construct the necessary laterals and their distribution systems 
will be municipally owned and operated. Electric & Gas owns manufactured gas 
distribution systems in Charleston and Columbia and intends to construct and 
operate a distribution system in Summerville. 

Upon commencement of operation of the above-described facilities as proposed, 
South Carolina Natural will be engaged in the transportation and sale for resale 
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of natural gas in interstate commerce for ultimate public consumption and will 
be a “natural-gas company” subject to the jurisdiction of the Commission under 
the Natural Gas Act. 

Southern, with whom South Carolina Natural has a precedent agreement for 
30,000 M. c. f. of gas per day, represents the latter’s only source of gas supply. 

Electric & Gas owns and operates an electric steam generating plant at Charles- 
ton known as Plant Hagood. 

South Carolina Natural’s estimate of its anticipated sales, expressed in M. c. f. 
is as follows: 


, 


Annual sales in M. c. f. 




















1954 } 1955 1956 1957 
Electric and gas: | 
Retail__... Jgpeuieswoutnngennendusndecennenete “ 1, 636, 745 1, 915, 455 2,211,600 | 2,547, 465 
EE i innuickanintentmiesmnceapemmniin ‘ 6, 726,949 | 6,883,579 | 7,040,583 | 6, 638, 006 
SE idecedectdedsneddsveiieuinctatiokinas 309, 576 416, 311 | 505, 242 | 571, 954 
TG, 8 is eee 8, 673,270 | 9,215,345 | 9,757,425 | 9, 757, 425 
{ | | 
Peak day sales in M. c. f. 
1954 1955 1956 1957 
Electric and gas: 
hs citinn et aichlbc ina cnigescecomeliol ? 13, 527 17, 380 21, 450 24, 407 
Plant Hagood.. hindi babii 12, 735 7, 920 2, 957 |... 
Municipalities _- Janéetwnecidictensmmbecnt . 3, 474 | 4, 420 5, 296 5, 296 
Total sales... _- Si haasvenes an 29, 736 | 29, 720 29, 703 | 29, 703 





1954 1955 | 1956 1957 1958 

Orangeburg: 

Annual 164, 000 236, 100 293, 900 331, 900 413, 600 

Peak day... ‘ , 2,177 2, 965 3, 672 4, 187 5, 004 
Bamberg 

Annual.. 45, 118 55, 264 63, 040 69, 993 75, 402 

Peak day. , 395 448 491 529 550 
Denmark: 

Annual.. “i 25, 247 31, 814 37, 350 42, 629 44, 817 

Peak day -. 240 289 322 353 366 
Walterboro: 

Annual... 75, 211 93, 133 110, 952 142, 174 155, 127 

Peak day-. 662 718 811 983 1, 032 


In its original application, South Carolina Natural proposed to sell all of its 
gas to Electric & Gas. During the course of the hearing it amended its appli- 
cation to request authority to serve Bamberg, Denmark, Orangeburg, and Walter- 
boro, proposing to supply volumes of gas equal to their estimated third-year 
peak day requirements. This reduced the peak day gas which would otherwise 
have gone to Plant Hagood. 

The record shows that the four municipalities mentioned have downsized 
their projects in order to aid in financing although it would be more economical 
for them to construct larger capacity in the first instance. On the basis of 
operation of systems capable of supplying only third-year requirements, the 
economic feasibility of at least two of the municipal projects appears somewhat 
doubtful. 
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Pointing out that Electric & Gas has gas manufacturing equipment of large 
eapacity at Columbia and Charleston which it can utilize to peak shave and 
thereby reduce its peak requirements, the staff has recommended that the certi- 
ficate to South Carolina Natural be conditioned to require that it supply the four 
municipalities with their fifth-year peak requirements. 

The result of the staff's recommendation would be to limit sales to Electric & 
Gas to a volume slightly in excess of its third-year general retail requirements. 
The staff seeks to justify its recommendation by pointing out that Electric & 
Gas proposes to maintain its gas manufacturing plants at Charleston and Co- 
lumbia as standby facilities and that it may be in the public interest for it to 
peak shave with such equipment even to the extent of reducing its contract 
demand. South Carolina Natural and Electric & Gas respond that peak shaving 
to the extent required would be extremely costly to Electric & Gas which should 
not be required to bear the added financial burden which would result. 

The requirements estimates of Electric & Gas and of the municipalities indi- 
cate that South Carolina Natural can supply the fourth-year requirements of 
the four municipalities and at the same time deliver to Electric & Gas a quantity 
of gas only about 756 M. c. f. per day below its fourth-year peak day require- 
ments. This would not result in any great hardship to Electric & Gas and will 
materially improve the economic aspect of the four proposed municipal gas sys- 
tems. Therefore, it is found that the public convenience and necessity requires 
that South Carolina Natural’s certificate be conditioned to require it to sell 
volumes of gas to the four municipalities up to their fourth-year requirements 
as stated herein. 

South Carolina Natural estimates that the total over-all construction cost 
of its project, including working capital, materials and supplies, will be approxi- 
mately $5,945,000. These estimates appear to be carefuly made and soundly 
based and are found to be reasonable and adequate. 

South Carolina Natural proposes to finance the cost of construction by the 
issuance of $4,400,000 of 414 percent sinking fund bonds, $600,000 of 6 percent 
interim notes convertible into 6 percent preferred stock, and $900,000 of com- 
mon stock. The common stock and interim notes would be sold as a package. 
This will result in a debt ratio of approximately 74 percent. Qualified financial 
witnesses testified that the securities proposed to be issued could be sold on 
the present market. Since Electric & Gas, a going operating utility with a long 
history of successful operation, constitutes an assured market for the sale of 
most of South Carolina Natural’s gas, the latter should have no difficulty in 
financing its project. 

Because South Carolina Natural intends to place privately both its debt and 
equity securities and is negotiating only with one underwriter, Kidder, Pea- 
body & Co., the staff recommends that its certificate be conditioned to require 
that in placement of its securities it maintain competitive conditions. Such a 
condition is reasonable and is required by the public convenience and necessity. 

A proposed tariff including three rate schedules was presented in evidence by 
South Carolina Natural. The CD rate schedule is available to large consumers 
such as Electric & Gas and is patterned after Southern’s CD rate schedule. It 
provides for the execution of service agreements setting out contract demands 
and states a demand charge of $3.35 per M. ¢. f. per month and a commodity 
charge of 18 cents per M. ec. f. of gas delivered. It is contemplated that Elec- 
tric & Gas will buy gas under this rate schedule. Rate schedule I-1 is available 
to any purchaser buying gas under rate schedule CD-1 and is applicable to all 
interruptible gas delivered in excess of contract demand. It states a commodity 


charge of 21 cents per M. ec. f. of gas delivered. The company’s proposed G-1 
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rate schedule is available only to purchasers whose maximum daily require- 
ments do not exceed 5,000 M. c. f. of natural gas and who execute service agree- 
ments with South Carolina Natural for their total requirements up to specified 
maximum contract demands. It sets out a straight commodity rate of 32 cents 
per M. c. f. of gas delivered. It is contemplated that the four municipalities 
will buy gas under this rate schedule. 

Conversion of Electric & Gas’ distribution systems in Charleston and Columbia 
to natural gas is expected to make possible a rate reduction of from 10 percent 
to 15 percent of present manufactured gas rates. 

It is estimated by South Carolina Natural that the rates it proposes will yield 
it a rate of return of 5.94 percent during 1954, which will be the first full year 
of operation, 6.22 percent in 1955, 6.73 percent in 1956 and 6.9 percent in 1957. 
It is found that the project proposed is economically feasible. 

South Carolina Natural has received firm commitments for all of its pipe 
requirements and its project has been approved for priorities assistance by the 
Petroleum Administration for Defense. 

Coal and Labor interveners.—The coal and labor interests who have intervened 
in these proceedings object especially to Southern’s proposal to build lines to 
Aiken and Savannah and to the new services proposed by South Georgia, Gas 
District and South Carolina Natural. The record unquestionably shows that 
some coal will be displaced by the new natural gas services proposed. However, 
such displacement is relatively small since other fuels, primarily oil, are largely 
used in the areas to be served. In fact, the primary fuel now used by all of 
Southern’s proposed direct industrial customers in the Savannah area is oil. 
The record shows conclusively and it is found that the benefits which will accrue 
to the people in the new communities which will receive natural gas service 
will greatly outweigh the small competitive disadvantage to the coal and labor 
interveners and that the public convenience and necessity require such new 
service. 

FINDINGS AND CONCLUSIONS 


Upon consideration of all of the evidence and the briefs, it is further found 
and concluded : 

(1) Applicant, Southern Natural Gas Co., a Delaware corporation, having 
its principal place of business at Birmingham, Ala., owns and operates, among 
other facilities, a natural-gas transmission pipeline system located in the States 
of Texas, Louisiana, Mississippi, Alabama, and Georgia; and by such operations, 
applicant is engaged in the transportation and sale of natural gas in interstate 
commerce for resale for ultimate public consumption, subject to the jurisdiction 
of the Commission, and is, therefore, a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order of October 6, 1942, in docket No. G—-296, 3 FPC 822. 

(2) Applicant, South Georgia Natural Gas Co., a Georgia corporation, having 
its principal place of business at Birmingham, Ala., proposes to construct, own 
and operate a natural-gas pipeline system to be located in the States of Alabama, 
Georgia and Florida ; and by the operations proposed applicant will be engaged in 
the transportation and sale of natural gas in interstate commerce for resale for 
ultimate public consumption, subject to the jurisdiction of the Commission, and, 
therefore, will be a “natural-gas company” within the meaning of the Natural 
Gas Act. 

(3) Applicant, South Carolina Natural Gas Co., a South Carolina corporation, 
having its principal place of business at Columbia, S. C., proposes to construct, 
own and operate a natural-gas pipeline system located in the State of South 
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Carolina ; and by the operations proposed applicant will be engaged in the trans- 
portation and sale of natural gas in interstate commerce for resale for ultimate 
public consumption, subject to the jurisdiction of the Commission, and, there- 
fore, will be a “natural-gas company” within the meaning of the Natural Gas Act. 

(4) The facilities proposed by the three above-named applicants will be used 
in the transportation and sale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, and the construction and operation thereof 
by the applicants are subject to the requirements of subsections (c) and (e) 
of section 7 of the Natural Gas Act. 

(5) The applicants are able and willing properly to do the acts and perform 
the services authorized herein and to conform to the provisions of the Natural 
Gas Act and the requirements, rules and regulations of the Commission 
thereunder. 

(6) The construction and operation of facilities proposed by the three ap- 
plicants are required by the public convenience and necessity, and certificates 
therefor should be issued as hereinafter ordered and conditioned. 

(7) The public convenience and necessity require the attachment to the issuance 
of the certificates and to the exercise of the rights granted thereunder the 
conditions hereinafter ordered. 

Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its rules of practice 
and procedure, that: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Southern Natural Gas Co., authorizing the construction and opera- 
tion of the facilities hereinbefore described, all as more fully described in its 
application, as amended, and the exhibits and record herein, for the transporta- 
tion of natural gas as therein set forth and the sale of natural gas as herein 
authorized, subject to the jurisdiction of the Commission, upon the conditions 
contained in this order. 

(B) Southern Natural Gas Co. is authorized to operate the facilities for which 
a certificate is herein issued to provide natural gas service to its heretofore 
authorized customers and to the new customers to whom service is hereinafter 
authorized. 

(C) Southern Natural Gas Co. is authorized to sell and deliver natural gas 
for distribution in the following communities: 


Alabama Georgia 
Brent Dublin 
Centerville Eatonton 
Greensboro Hawkinsville 
Newbern Louisville 
Centre McDonough 
Millbrook Perry 
Springdale Wadley 

Union Springs Warner Robins 
Wrens 


(D) Southern Natural Gas Co. is also authorized to sell and deliver natural 
gas to: 
South Georgia Natural Gas Co. 
South Carolina Natural Gas Co. 
The Southeast Alabama Gas District. 
South Atlantic Gas Co. 
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(E) Southern Natural Gas Co. is authorized to serve the following additional 
direct customers : 

Atlantic Creosoting Co. 
Certainteed Products Co. 
Dixie Asphalt Co. 

National Gypsum Co. 
Savannah Sugar Refining Co. 
Southern Paperboard Corp. 
Union Bag & Paper Corp. 

(F) Southern Natural Gas Co. is authorized to sell and deliver natural 
gas to the communities and direct industrial customers authorized to be served 
from the smaller-sized Bass Junction-Aiken line, authorized by order of the 
Commission issued on May 19, 1950, in the matter of Southern Natural Gas Co., 
docket No. G—1308, and is directed to sell and deliver natural gas to the 
communities directed to be served from said line by said order of the Commission 
in docket No. G—1308. 

(G) The following condition be and the same is hereby attached to the 
issuance of the certificate issued in paragraph (A) hereof: 

The certificate issued hereby shall be void and without force or effect unless 
it shall be accepted in writing by Southern Natural Gas Co. within 30 days 
from the date on which this order becomes final or from the date of the issuance 
of the final decision of the Commission herein: Provided, however, That such 
acceptance may be filed within 30 days from the date on which application for 
any rehearing filed herein may be deemed to be denied, or within 30 days after 
final disposition of the judicial review of any petition for review that may be 
filed herein. 

(H) The following conditions be and the same hereby are attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be completed, and all actual 
operations hereunder shall commence, by December 31, 1954. 

(2) Southern Natural Gas Co. shall file with the Commission, in writing 
and under oath, an original and four conformed copies of the following: 

(i) Within 10 days after the bona fide beginning of construction, notice of 
the date of such beginning; 

(ii) Each 3 months after the date this order becomes final or after the 
date of the issuance of the final order of the Commission herein, a progress 
report showing the exact status of the authorized construction; 

(iii) Within 10 days after the facilities authorized herein have been con- 
structed and placed in service, a notice of the date of such completion and 
placing in service; 

(iv) Within 6 months after the facilities authorized herein have been con- 
structed and placed in service, a statement showing the actual cost of con- 
structing said facilities by operating units, and showing separately the actual 
cost of labor, materials, rights-of-way, damages, surveys, engineering, inspection, 
overhead, interest during construction, contingencies, and all other items of 
cost, together with a statement showing and explaining the cause for any 
difference between actual cost and estimates of costs relied upon by applicant 
in this proceeding. 

(3) Southern Natural Gas Co. is directed to sell and deliver natural gas 
to the following Georgia communities at Southern’s existing or proposed lines: 


Thomson Millen 
Cartersville Cochran 
Jackson 
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Service to Cartersville shall be to the municipality, except that, should Atlanta 
Gas Light Co. obtain a franchise for the distribution of natural gas within 
the city of Cartersville within 6 months from the date that this order becomes 
final or the Commission issues its final decision herein, such service shall be 
to Atlanta Gas Light Co. for Cartersville. 

(4) The certificate hereby issued is not transferable in any manner and 
shall be effective only so long as Southern Natural Gas Co. continues the 
operations hereby authorized and in accordance with the provisions of the 
Natural Gas Act, and any pertinent rules, regulations, or orders heretofore or 
hereafter issued by the Commission. 

(I) The requests of the municipalities of Dalton and Summerville, Ga., that 
Southern’s certificate be conditioned to require service to them are hereby denied 
without prejudice to their positions as interveners in the matter of Chattahoochee 
Natural Gas Co., docket No. G—2066. 

(J) The amendment to its petition to intervene requested by Jacksonville 
Gas Corp. is denied, without prejudice to the filing of proper applications under 
the Natural Gas Act. 

(K) A certificate of public convenience and necessity be and the same hereby 
is issued to South Georgia Natural Gas Co., authorizing the construction and 
operation of the facilities hereinbefore described, all as more fully described 
in its application, as amended, and the exhibits and record herein, for the trans- 
portation and sale of natural gas as therein set forth, subject to the jurisdiction 
of the Commission, upon the conditions contained in this order. 

(L) The following condition be and the same is hereby attached to the issu- 
ance of the certificate issued in paragraph (K) hereof: 

The certificate issued hereby shall be void and without force or effect unless 
it shall be accepted in writing by South Georgia Natural Gas Co. within 30 days 
from the date on which this order becomes final or from the date of issuance 
of the final decision of the Commission herein: Provided, however, That such 
acceptance may be filed within 30 days from the date on which any application 
for rehearing filed herein may be deemed to have been denied, or within 30 days 
after final disposition of the judicial review of any petition for review that 
may be filed herein. 

(M) The following conditions be and the same hereby are attached to the 
exercise of the rights granted by the certificate issued in paragraph (K) hereof: 

(1) The construction hereby authorized shall be completed and all actual 
operations hereunder shall commence by July 1, 1954. 

(2) South Georgia Natural Gas Co. shall file with the Commission, in writing 
and under oath, an original and four conformed copies of the following: 

(i) Within 10 days after the bona fide beginning of construction, notice of 
the date of such beginning ; 

(ii) Each 3 months after the date this order becomes final or after the date 
of the issuance of the final order of the Commission herein, a progress report 
showing the exact status of the authorized construction ; 

(iii) Within 10 days after the facilities authorized herein have been con- 
structed and placed in service, a notice of the date of such completion and placing 
in service ; 7 

(iv) Within 6 months after the facilities authorized herein have been con- 
structed and placed in service, a statement showing the actual cost of con- 
structing said facilities by operating units, and showing separately the actual 
cost of labor, materials, rights-of-way, damages, surveys, engineering, inspection, 
overhead, interest during construction, contingencies, and all other items of 
cost, together with a statement showing and explaining the cause for any dif- 
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ference between actual cost and estimates of cost relied upon by applicant in 
this proceeding. 

(3) The certificate hereby issued is not transferable in any manner and shall 
be effective only so long as South Georgia Natural Gas Co. continues the oper- 
ations hereby authorized and in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations, or orders heretofore or hereafter 
issued by the Commission. 

(N) A certificate of public convenience and necessity be and the same is 
hereby issued to South Carolina Natural Gas Co. authorizing the construction 
and operation of the facilities hereinbefore described, all as more fully described 
in its application, as amended, and the exhibits and record herein, for the trans- 
portation and sale of natural gas as therein set forth, subject to the jurisdiction 
of the Commission, upon the conditions contained in this order. 

(O) The following condition be and the same is hereby attached to the issu- 
ance of the certificate issued in paragraph (N) hereof: 

The certificate issued hereby shall be void and without force or effect unless 
it shall be accepted in writing by South Carolina Natural Gas Co. within 30 days 
from the date on which this order becomes final or from the date of the issuance 
of the final decision of the Commission herein; Provided, however, That such 
acceptance may be filed within 30 days from the date on which any application 
for rehearing filed herein may be deemed to have been denied, or within 30 
days after final disposition of the judicial review of any petition for review 
that may be filed herein. 

(P) The following conditions be and the same hereby are attached to the 
exercise of the rights granted by the certificate issued in paragraph (N) hereof: 

(1) The construction hereby authorized and all actual operations thereunder 
shall commence by July 1, 1954. 

(2) South Carolina Natural Gas Co. shall file with the Commission, in writing 
and under oath, an original and four conformed copies of the following: 

(i) Within 10 days after the bona fide beginning of construction, notice of 
the date of such beginning ; 

(ii) Each 3 months after the date this order becomes final or the date of 
the issuance of the final order of the Commission herein, a progress report show- 
ing the exact status of the authorized construction; 

(iii) Within 10 days after the facilities authorized herein have been con- 
structed and placed in service, a notice of the date of such completion and 
placing in service ; 

(iv) Within 6 months after the facilities authorized herein have been con- 
structed and placed in service, a statement showing the actual cost of construct- 
Ing said facilities by operating units, and showing separately the actual cost 
of labor, materials, rights-of-way, damages, surveys, engineering, inspection, 
overhead, interest during construction, contingencies, and all other items of cost, 
together with a statement showing and explaining the cause for any difference 
between actual cost and estimates of costs relied upon by applicant in this 
proceeding. 

(3) South Carolina Natural Gas Co., if requested to do so, shall serve up to 
the estimated fourth year peak day requirements of its proposed municipal resale 
customers as follows: 
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(4) If South Carolina Natural Gas Co.’s securities issued to raise money for 
the financing of its pipeline as proposed herein to be constructed are to be 
privately sold, it shall maintain competitive conditions in respect of such sale. 
(5) The certificate hereby issued is not transferable in any manner and shall 
be effective only so long as South Carolina Natural Gas Co. continues the opera- 
tions hereby authorized and in accordance with the provisions of the Natural 
Gas Act, and any pertinent rules, regulations, or orders heretofore or hereafter 
issued by the Commission. 
Emery J. Woopatt, 
Presiding Examiner. 


Order on exceptions to decision of presiding examiner 
May 4, 1953 


These matters are before the Commission on appeal from the initial decision 
herein of the presiding examiner. In such decision, the presiding examiner, 
subject to review by the Commission, issued a certificate of public convenience 
and necessity as applied for in each of the above-docketed proceedings. 

ixceptions to the decision were filed by National Coal Association, et al., 
Georgia Public Service Commission, and counsel for the Commission Staff. 
Thereupon, by order of the Commission, oral argument was heard by the Com- 
mission on the matters and issues raised by the exceptions. 

A description of the proposed projects, the service proposed, estimated costs 
and other pertinent data are contained in the initial decision and need not be 
repeated here, save to the extent necessary to determine the exceptions. 

The exceptions raised by National Coal Association, et al., concern the issue 
whether the Commission may properly find on this record that the proposed con- 
struction by each of the three applicants and the service to be rendered thereby 
is required by the public convenience and necessity because of the fact that part 
of the gas is proposed to be sold for boiler fuel use, displacing the use of some 
coal. We have held that the displacement of coal is not alone determinative 
of the question whether or not a certificate should issue in a proceeding where 
the general considerations of the public convenience and necessity—including 
the interest of all potential consumers and the public welfare at large—out- 
weigh the adverse effect that the introduction of natural-gas service might have 
on competitive fuels. Some of the proposed facilities will offer uatural-gas 
service for the first time in certain areas in Alabama, Georgia, and South Caro- 
lina. The evidence shows a preference by the consuming public, especially do- 
mestie consumers, for natural gas as a fuel, rather than oil, wood or coal. We 
find on the record here that the issuance of certificates cannot be denied because 
of possible coal displacement and the use of some of the gas as boiler fuel since 
we find that public convenience and necessity requires the issuance of the certifi- 
cates hereinafter issued. This disposes of the exceptions filed by National Coal 
Association, et al., and we now turn to the exceptions filed by staff counsel and 
Georgia Public Service Commission. 


SOUTHERN NATURAL GAS CO.—DOCKET NO. G—1907 


Staff counsel raises two exceptions to the initial decision involving this appli- 
cation. The first concerns the discriminatory practice of Southern Natural in 
providing city-rate service to some of its resale customers and requiring others 
to construct connecting laterals, while all pay the same rate. If the issue of 
undue discrimination on the part of Southern Natural were being presented here 
for the first time on the application involved, we would be inclined to attach the 
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condition proposed by staff requiring this applicant to take appropriate steps to 
eliminate this discrimination. We are cognizant, however, that the practice goes 
beyond the confines of this proceeding, which tends to emphasize the differences 
in service already existing. We are also aware that, subsequent to the rendition 
of the initial decision herein, Southern Natural filed for a general systemwide 
rate increase, which was suspended in part, a hearing being ordered on the 
entire rate increase (order issued March 30, 1953, docket No. G—2141). The 
examiner concluded that the discussion in the Teras Gas Transmission Corp., 
opinion No. 232, is applicable here. We agree, and take occasion to note that 
we expect Southern Natural to come forward in the pending rate matter “with 
a proposal to eliminate any undue discrimination or preference that may exist, 
or any unreasonable difference in service.” 

Staff's second exception relates to the refusal of the examiner to attach a 
condition to the order issuing a certificate prescribing rates for the proposed 
new service. At the hearing, Southern Natural proposed certain rate levels for 
the new service, but it took the position that it would not be bound, by such pro- 
posed rates, if in the interim it applied for rate increases, reserving the right to 
increase proportionately the proposed rates for the new service. Staff counsel 
did not oppose this view; but stated in exceptions filed that the customers se- 
curing new service should have the same protection—as to refunds, the filing of 
a bond, and the possibility of a reduction—as the old customers. We believe it 
would be the better practice to condition the certificate to require the filing of the 
proposed rates prior to initiation of service. That condition will be based on 
facts of this record. If subsequent events lay basis warranting a change, appli- 
eant may so show. 


SOUTH CAROLINA NATURAL GAS CO.—DOCKET NO. G-1961 


The only exception raised by staff counsel to the initial decision involving 
the application at docket No. G—1961 concerned the failure of the examiner 
to include a rate condition in the order issuing a certificate of public convenience 
and necessity. The rates proposed by applicant consist of a demand charge 
of $3.35 per M. c. f. per month and a commodity charge of 18 cents per M. c. f. for 
firm gas; and 21 cents per M. c. f. for interruptible gas. For those communities 
such as Denmark, Walterboro, Bamberg, and Orangeburg which will receive 
service at the main line, not in excess of 5,000 M. c. f. per day, a straight com- 
modity rate of 32 cents per M. c. f. is available. At the oral argument, South 
Carolina Natural suggested that the above proposed rates might require revision 
in view of Southern Natural’s recent rate filing. Counsel for South Carolina 
Natural also stated that the actual costs of construction might be slightly higher 
than those estimated. We believe it would be the better practice to condition 
the certificate to require the filing of the proposed rates prior to initiation of 
service. That condition will be based on the facts of this record. If subsequent 
events lay basis warranting a change, applicant may so show. 


SOUTH GEORGIA NATURAL GAS CO.—DOCKET NO. G-1915 


Both the staff and the Georgia Public Service Commission directed an ex- 
ception to the finding in the initial decision that the resale rates proposed by 
South Georgia Natural Gas Co. are justified by South Georgia’s cost of service. 
South Georgia proposed for its resale firm gas deliveries a demand charge of 
$3 per month per M. c. f. of billing demand, plus a commodity charge of 28 cents 
per M.c.f. An optional flat rate of 60 cents per M. c. f. is proposed which is the 
resultant of the proposed demand and commodity rates at approximately a 30 
percent load factor. The record shows that 13 out of the 14 communities pro- 
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posed to be served will purchase their firm gas requirements at the 60-cent rate. 
Some of these will purchase small quantities of interruptible gas at the proposed 
interruptible rate of 28 cents per M. c. f. 

On an annual basis, about one-third of the total sales will be sales for resale, 
producing average revenues of 55.8 cents per M. c. f. for the first year. About 
another third will be sold to five direct industrial consumers, producing revenues 
averaging about 31.5 cents per M. c. f. The remaining one-third is proposed 
to be sold to the cities of Thomasville and Tallahassee as direct sales for power- 
plant use, producing revenues of 28 cents per M. c. f. 

South Georgia’s cost-of-service based on a demand-commodity allocation of 
costs shows that for the first year of operation the revenues from sales for 
resale would be made at a loss of $100,069, whereas the direct sale business 
shows excessive revenues over a 6 percent return of $172,257, so that for the 
first year’s operations total overall revenues will exceed a rate of return of 6 
percent by $72,188. 

The staff introduced a cost-of-service study patterned after that adopted in 
Alabama-Tennessee Natural Gas Co., docket No. G-585, opinions Nos. 226 and 
226-A, aff’d, Alabama-Tennessee Natural Gas Co. v. F. P. C., 208 F. 2d 494, C. A. 
3, April 1, 1953. According to staff’s cost-of-service, the rates for sales for re- 
sale are 36.1 cents per M. ec. f., based on the average of the first 2 years of 
operation. According to this cost-of-service, the revenues from the resale business 
are excessive, over a 6 percent return by $369,664 in the first year. 

We find that applicant’s demand-commodity allocation produces unreasonable 
results. As the Georgia Commission points out, an allocation produces un- 
reasonable results when one-third of the gas sold at an average rate of 55 cents 
per M. c. f. is sold at a loss of over $100,000, and the remaining two-thirds, which 
is sold at an average rate of 29.5 cents per M. c. f., shows excessive revenues of 
over $172,000. Obviously, the reason for the excessive return on the great volume 
of direct sale gas sold at the lower rate is that the resale business is being 
allocated under the company’s approach with a great share of the costs which 
are properly attributable to the direct sale business. 

One of the costs disproportionately allocated to the resale business is capacity 
costs. The design capacity of the proposed facilities is about 25,000 M. ec. f. 
per day, although applicant’s witness stated that in his opinion the peak day 
delivery capacity would be 20,000 M. c. f. per day. Applicant’s precedent agree- 
ment with Southern Natural (applicant’s sole supplier of natural gas) provides 
that Southern Natural’s daily contract demand with applicant will be 16,700 
M. c. f. in the first year of operation, and 19,500 M. c. f. thereafter. Under 
Southern Natural’s proposal at docket No. G-1907, 20,500 M. c. f. of daily delivery 
capacity is provided. South Georgia expects to secure volumes of off-peak in- 
terruptible gas in excess of its daily contract demand either from the Southeast 
Alabama Gas District or from Southern Natural. As a result, applicant’s day 
of largest deliveries will not be during what is normally the winter peak, but 
during a period which would normally be off-peak. Furthermore, there is 
obviously excess capacity in the system above the contract volume of gas which 
applicant can receive from Southern Natural. Under applicant’s allocation, 
most or all of such excess capacity costs would be borne by the resale customers, 
although it would be utilized by the direct sale customers. 

Additionally, applicant assumes that the resale customers will establish a 
certain peak day in the first, second, and third years. This assumes that all 
the fourteen communities will come on at the same time and develop their loads 
simultaneously. We know that applicant, as a new company selling gas to 
resale customers who have never had natural-gas service will be in a develop- 
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mental period when the customers will come on gradually and develop their 
loads gradually. Like Alabama-Tennessee, supra, this is a situation where 
there would be excess capacity due to the developmental build-up of loads. 

Applicant’s cost-of-service study is based on Southern Natural’s existing rates. 
It of course does not take into account Southern Natural’s recent increase rate 
filing of 4 cents per M. c. f. which was suspended in part. However, applicant 
introduced into the record a study of overall revenues and costs on the assump- 
tion of an increase in Southern Natural’s rates. This study shows that the 
overall rate of return would drop from 6.27 percent to 5.16 percent for the first 
year, from 7 percent to 5.75 percent for the second year and from 8 percent to 
6.23 percent for the third year. Therefore, since applicant shows a deficiency 
below a 6 percent rate of return for its resale business on the present cost of 
gas, the deficiency would be greater on the basis of an increase in the cost of 
such purchased gas. 

There is more to this matter than merely setting an initial resale rate The 
economic feasibility of the whole project is at issue. From the record before 
us, we can not find that the communities can successfully operate natural gas 
distribution systems with city gate rates for firm service of 60 cents per M. c. f. 
The minimum debt coverage—that is, the ratio of debt service charges to net 
revenues—required for municipal financing of natural gas systems here in- 
volved is shown by this record to be 1.5. Four of the communities have debt 
ratio coverage of 1.56 to 1.58. Three other communities have ratios of 1.68 to 
1.76. The revenues are based on a 70 percent saturation in the first year which 
it is estimated will produce a stated amount of revenues. Bond interest is 
assumed to be 4 percent.? It can be seen that a slight fluctuation in the cost 
of construction, interest rates, or estimated revenues would bring the debt cover- 
age below the “foregoing minimum without taking into account an increase in 
the cost of gas. 

Added to the questionable financing of the distribution systems as proposed 
is the fact that the maximum economic limit which the powerplant users can 
pay is shown ta be 28 cents per M. c. f. And this rate is subject to downward, 
but not upward, revision under a competitive fuel adjustment provision. 

Furthermore, under staff’s allocation, the powerplant sales and other direct 
sales are made below cost, and yet, according to applicant, the buyers will not 
purchase under these other sales at a price above the present contract rates. 
In effect, it is thus proposed that the resale sales subsidize the direct sales. 
And while the subsidy would be great now, it would become disproportionately 
greater as the cost of gas increases.” 

Additionally, applicant has stated on the record that financing of the project 
is not feasible under a certificate conditioned on applicant filing rates satisfac- 
tory to the Commission. Therefore, on applicant’s own view, the project is not 
financially feasible unless we adopt applicant’s proposed city gate rates. We 
find that applicant’s proposed rates are not warranted by the record. Further, 
we find that applicant has not shown that the municipal systems are financially 
feasible. The whole thrust of this project is the subsidization of the large volume 
of direct sales by the lesser volume of resale sales. Based on these facts we 


2As to our authority to fix initial rates in certificate matters, see Alabama-Tennessee 
Natural Gas Co. v. F. P. C., 203 F. 2d 494, C. A. 3, April 1, 1953. 

2 The municipal bond issues are of thirty-year maturity. The United States Government 
only recently has issued 30-year bonds at an interest rate of 3% percent. 

*For instance, if the resale sales are one-third of total sales volume, an increase of 4 
cents per M. c. f. for all gas purchased from Southern Natural would mean that the resale 
business would be required to take a 12 cents per M. c. f. increase to absorb the increase 
for the remaining two-thirds of total sales whose rates may not be increased. 
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ean not find that applicant is able and willing properly to do the acts and to 
perform the service proposed or that the public convenience and necessity re- 
quires the issuance of a certificate for such a project. 

Staff counsel has noted his nonacquiescence to certain statements in the initial 
decision as being erroneous as a matter of law and not necessary for the deci- 
sion in this matter. Suffice it to say that any and all pronouncements of law 
in any initial decision not squarely presented for decision and not dealt with 
herein are not to be taken as the reasoning of the Commission. No useful pur- 
pose would be served in discussing the particular statements noted by staff 
counsel, so far as they are not required or necessary for the decision we reach 
here. 

Upon consideration of the foregoing, the entire record herein, including briefs 
of all parties and oral argument, the Commission finds: 

(1) The findings and conclusions in the initial decision issuing a certificate 
of public convenience and necessity on the application of Southern Natural Gas 
Co. at docket No. G—1907 are affirmed, except as herein modified, and except that 
the public convenience and necessity require the attachment to the exercise of 
the rights granted by the certificate of the additional condition requiring this 
applicant to file the rates for new service proposed as hereinafter ordered. 

(2) The findings and conclusions in the initial decision issuing a certificate 
of public convenience and necessity on the application of South Carolina Natural 
Gas Co. at docket No. G-1961, are affirmed, except as here modified, and except 
that the public convenience and necessity require the attachment to the exercise 
of the rights granted by the certificate of the additional condition requiring this 
applicant to file the rates for the service proposed as hereinafter ordered. 

(3) For the reasons hereinbefore stated, it has not been shown on this record 
that the applicant is able and willing properly to do the acts and to perform the 
service proposed or that the public convenience and necessity require the issuance 
of a certificate of public convenience and necessity to South Georgia Natural Gas 
Co., applicant at docket No. G-1915, and said application should be denied as 
hereinafter ordered. 

The Commission orders: 

(A) The order in the initial decision issuing a certificate of public convenience 
and necessity to Southern Natural Gas Co. at docket No. G—1907, be and the 
same is hereby affirmed, subject to the terms and conditions therein enumerated, 
and subject to the further condition attached to the exercise of the rights granted 
by the certificate (paragraph (H) of the order in the initial decision) as follows: 

(5) Applicant shall file rate schedules 60 days prior to commencement of those 
services requiring new rate schedules, in a form satisfactory to the Commission, 
containing rates no higher than the following: 

(a) Rate schedule P-2 applicable to the Southeast Alabama Gas District for 
all firm gas up to the contract demand, consisting of a demand charge of $1.30 per 
M. c. f. per month and a commodity charge of 12.1 cents per M. c. f. 

(b) Rate schedule I-2 applicable to the Southeast Alabama Gas District for 
all interruptible gas in excess of contract demand and being 15.1 cents per M. c. f. 

(c) Rate schedule P-4 applicable to South Carolina Natural Gas Co. for all firm 
gas up to the contract demand, consisting of a demand charge of $1.70 per 
M. c. f. per month and a commodity charge of 14 cents per M. c. f. 

(d) Rate schedule I4 applicable to South Carolina Natural Gas Co. for all 
interruptible gas in excess of contract demand and being 17 cents per M. c. f. 

(e) Rate schedule CD-4 applicable to South Atlantic Gas Co. for resale in 
Savannah, Ga., and to Atlanta Gas Light Co. for resale in its South Carolina 
distribution area, being a three-part rate, consisting of a demand charge of $1.70 
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per M. c. f. per month, a commodity charge of 13.5 cents per M. c. f. for firm 
gas and a commodity charge of 16.5 cents per M. c. f. for interruptible gas. 

(B) The order in the initial decision issuing a certificate of public con- 
venience and necessity to South Carolina Natural Gas Co. at docket No. G-1961 
be and the same is hereby affirmed, subject to the terms and conditions therein 
enumerated, and subject to the further condition attached to the exercise of the 
rights granted by the certificate (paragraph (P) of the order in the initial 
decision) as follows: 

(6) Applicant shall submit 60 days prior to commencement of service, a 
tariff, in a form satisfactory to the Commission, containing rates no higher than 
the following: 

(a) A contract demand type rate providing for firm service, consisting of a 
demand charge of $3.35 per M. c. f. per month and a commodity charge of 18 
cents per M. c. f. 

(b) An interruptible rate schedule providing for a straight commodity rate 
of 21 cents per M. ¢. f. 

(c) A straight commodity rate of 32 cents per M. c. f. available to general 
service main-line customers with demands not in excess of 5,000 M. c. f. per day. 

(C) The application for a certificate of public convenience and necessity filed 
by South Georgia Natural Gas Co. at docket No. G-1915 be and the same is hereby 
denied.‘ 


Commissioners WIMBERLY and Dory not participating. 
Order amending order issuing certificate of public convenience and necessity 


Southern Natural Gas Co., G-1907; South Georgia Natural Gas Co., G—1915; 
South Carolina Natural Gas Co., G-1961; Newton County Gas Co., G—1978 


June 25, 1953 


2 


On June 3, 1953, city of Cartersville, Ga., (petitioner) filed a petition to modify 
the order of the Commission issued May 4, 1953, affirming with certain modiffica- 
tions not here material, the initial decision of the presiding examiner issuing 
a certificate of public convenience and necessity in this proceeding. Paragraph 
(H) (38) of the initial decision directed Southern Natural Gas Co. (applicant) to 
serve the city of Cartersville and further provided that: 


Service to Cartersville shall be to the municipality, except that, should 
Atlanta Gas Light Co. obtain a franchise for the distribution of natural 
gas within the city of Cartersville within 6 months from the date that this 
order becomes final or the Commission issues its final decision herein, such 
service shall be to Atlanta Gas Light Co. for Cartersville. 


In its petition to modfy, the city of Cartersville alleges that a municipal elec- 
tion has approved the construction of a municipally owned gas distribution 
system to be financed by the sale of revenue anticipation certificates; that 
Atlanta Gas Light Co. cannot obtain a franchise for the distribution of natural 
gas within the city; and that the city desires to proceed immediately with 





*The evidence of record shows that the application of Southern Natural Gas Co. at 
docket No. G-—1907 is not dependent on the granting of a certificate to South Georgia 
Natural Gas Co., since Southern Natural’s existing and proposed markets can absorb the 
volume of gas proposed to be served to Sduth Georgia. For instance, the estimated peak- 
day requirements of the communities on Southern Natural’s south line east of the proposed 
delivery point to South Georgia are expected to increase by 12,609 M. c. f. in the 1955-56 
Season over 1954-55 season. There is no question that the facilities as proposed east- 
wardly from this point have sufficient capacity to handle the additional 19,500 M. ec. f. 
per day. 
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the sale of the revenue anticipation certificates but that the above quoted pro- 
vision in the order of the Commission will not permit the sale of such cer- 
tificates until 6 months from the date of said order. 

Petitioner, therefore, requests that the above quoted provision be stricken 
from the order, so that applicant shall be authorized to serve the city of 
Cartersville. 

Applicant and Atlanta Gas Light Co. have each filed its consent to the request 
of the petitioner herein. 

No objection to the request has been received. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate to carry out the 
provisions of the National Gas Act, to amend as herein ordered the order of the 
Commission issued May 4, 1953, affirming, as therein provided, the initial deci- 
sion of the presiding examiner issuing a certificate of public convenience and 
necessity herein. 

The Commission orders: 

(A) Paragraph (H) (8) of the initial decision in this proceeding, affirmed by 
order of the Commission issued on May 4, 1953 be and the same is hereby amended 
by striking therefrom the following: 





Service to Cartersville shall be to the municipality, except that, should At- 
lanta Gas Light Co. obtain a franchise for the distribution of natural gas 
within the city of Cartersville within 6 months from the date that this order 
becomes final or the Commission issues its final decision herein, such service 
shall be to Atlanta Gas Light Co. for Cartersville. 


(B) In all other respects, the conditions respecting the issuance of and the 
exercise of the rights granted by the certificate of public convenience and neces- 
sity, at said docket No. G—1907 except as heretofore and herein amended, shall 
remain in full force and effect. 


Order amending order issuing certificate of public convenience and necessity 


Southern Natural Gas Co., G-1907; South Georgia Natural Gas Co., G—1915; 
South Carolina Natural Gas Co., G-1961; Newton County Gas Co., G-1978 


September 11, 1953 


On July 24, 1953, Southern Natural Gas Co. (applicant) filed a petition to 
modify the order of the Commission issued May 4, 1953, affirming, with certain 
modifications not here material, the initial decision of the presiding examiner 
issuing a certificate of public convenience and necessity in this proceeding. Ap- 
plicant requests that it be authorized to construct and operate 46.17 miles of 
18-inch loop line on its South line east from applicant’s Elmore compression sta- 
tion, in lieu of 50.3 miles of 16-inch line. As reason therefor, applicant states 
that the site of its proposed Chattahoochee compressor station has been changed 
so that the distance between the Elmore and Chattahoochee station has been 
increased. Additionally, although the same delivery capacity will be produced 
by the substitution of larger sized pipe, it will provide more readily for future 
expansion for the new markets in South Carolina and Georgia which it has been 
authorized to serve. The proposed modification will increase the estimated 
construction costs of this loop line from $2,056,800 to $2,107,300, or by $50,500. 

All parties to the proceeding have been served with a copy of the petition to 
modify, and no objection to the granting of said petition has been received. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate to carry out the 
provisions of the Natural Gas Act to amend as herein ordered the order of the 
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Commission issued May 4, 1953 affirming, as therein provided, the initial decision 
of the presiding examiner issuing a certificate of public convenience and neces. 
sity herein. 

The Commission orders: 

(A) The order of the Commission issued May 4, 1953, affirming, as therein pro- 
vided, the initial decision of the presiding examiner issuing a certificate of public 
convenience and necessity at docket No. G-1907 be and the same is hereby 
amended authorizing the construction and operation of the proposed facilities in 
lieu of these previously authorized, all as hereinbefore described. 

(B) In all other respects, the conditions respecting the issuance of and the 
exercise of the rights granted by said certificate of public convenience and neces- 
sity, except as heretofore and herein amended, shall remain in full force and 
effect. 


Order modifying order issuing certificate of public convenience and necessity 


Southern Natural Gas Co., G-1907; South Georgia Natural Gas Co., G-1915; 
South Carolina Natural Gas Co., G-1961; Newton County Gas Co., G-1978 


September 16, 1953 


On August 3, 1953, Southern Natural Gas Co. (applicant) filed a petition to 
modify the order issued May 4, 1953, affirming, as therein provided and condi- 
tioned, the order of the presiding examiner issuing a certificate of public con- 
venience and necessity in this proceeding. 

Applicant seeks to modify clauses (c), (d), and (e) of subparagraph (5) of 
paragraph (A) of the order issued May 4, 1953, which required applicant to file 
the rate schedules as therein set forth.. The material portions of subpara- 
graph (5) of paragraph (A) read as follows: 


(c) Rate schedule P-4 applicable to South Carolina Natural Gas Co. for 
all firm gas up to the contract demand, consisting of a demand charge 
of $1.70 per M. c. f. per month and a commodity charge of 14 cents per 
M. ¢c. f. 

(d) Rate schedule I-4 applicable to South Carolina Natural Gas Co. 
for all interruptible gas in excess of contract demand and being 17 cents 
per M. c. f. 

(e) Rate schedule CD-4 applicable to South Atlantic Gas Co. for resale 
in Savannah, Ga., and to Atlanta Gas Light Co. for resale in its South 
Carolina distribution area, being a three-part rate, consisting of a demand 
charge of $1.70 per M. c. f. per month, a commodity charge of 13.5 cents 
per M. c. f. for firm gas and a commodity charge of 16.5 cents per M. ec. f. 
for interruptible gas. 


Applicant states that on March 2, 1953, at docket No. G—2141, it filed revised 
tariff sheets to increase the commodity charges by 4 cents per M. c. f.; that on 
March 30, 1953, the Commission issued its order suspending in part such pro- 
posed increase until September 2, 1953, and ordering a hearing on all such in- 
creases. Applicant further alleges that it expects to commence deliveries 
to South Carolina Natural Gas Co. for resale in South Carolina on or about 
November 15, 1953, to Atlanta Gas Light Co. for service in Aiken and North 
Augusta, S. C. and to South Atlantic Gas Co. for service in Savannah, Ga., 


1Clauses (a) and (b) of subparagraph (5) of paragraph (A) of the order issued May 4, 
1953, pertain to rate schedules P-2 and I-2 applicable to the Southeast Alabama Gas 
District, service to which is not expected to commence prior to the summer of 1954, Ac- 
cordingly, applicant proposes no change therein at the present time. 
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on or about October 1, 1953, under rate schedules P-4, I-4, and CD-4, respec- 
tively. Applicant states further that it proposes to put into effect under bond 
as of September 2, 1953, the proposed rates at docket No. G-2141, that its rates 
as proposed in docket No. G-1907 were based upon the level of its rates in its 
Georgia rate zone at the time of hearing in that matter, and, accordingly, the 
purpose of the proposed modification is to give effect to the new level of rates 
at docket No. G—2141. 

The contention is made that if applicant files the rate schedules as prescribed 
in the order issued May 4, 1953, and then files a proposed increase which is sus- 
pended, the new service will enjoy rates proportionately lower than those 
being charged in applicant’s existing zones. Applicant, therefore, requests 
that the order be modified so as to permit applicant to reflect the 4 cents per 
M. ec. f. increase in the commodity component of the proposed rates. Appli- 
cant proposes to relate rate schedules P-4, I-4, and CD-4 to Commission action 
on applicant’s existing Georgia rate zone at docket No. G-2141 and proposes 
to file a bond, in such terms and in such amount as the Commission shall ap- 
prove, undertaking : 


(1) to refund to those entitled thereto revenues collected under such 
portion of the 4 cents increase as might be disallowed, subject to judicial 
review, for the Georgia rate zone in docket No. G—2141, except that none 
of the revenues collected under the rate in schedule CD-4 for the sale of gas 
for resale to industrial consumers would be subject to refund; and 

(2) to file promptly, upon final order of the Commission in docket No. 
G-2141, new rate schedules reducing all rates in the P-4, I-4 and CD4 
schedules by such portion of the 4 cents per M. c. f. increase as might be 
disallowed by the Commission for the Georgia rate zone. 


The petition to modify has been served on all parties. South Carolina Nat- 
ural Gas Co., South Carolina Electric & Gas Co., and South Atlantic Gas Co. 
have filed responses consenting to applicant’s proposal subject to the under- 
taking proposed by applicant hereinbefore enumerated. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate to carry out 
the provisions of the Natural Gas Act to modify as hereinafter ordered and 
conditioned the order of the Commission issued May 4, 1953, affirming, as 
therein provided, the initial decision of the presiding examiner issuing a cer- 
tificate of public convenience and necessity herein. 

The Commission orders: 

(A) Clauses (c), (d), and (e) of subparagraph (5) of paragraph (A) of 
the Commission’s order issued May 4, 1953, hereinbefore referred to, be and 
the same are hereby modified to permit applicant to file rate schedule P-4, re- 
flecting a commodity charge of 18 cents per M. c. f., rate schedule I-4, reflecting 
a commodity charge of 21 cents per M. c. f., and rate schedule CD-4, reflecting 
commodity charges of 17.5 cents per M. c. f. for firm gas and 20.5 cents per 
M. ec. f. for interruptible gas, respectively, provided that such rates shall be 
subject to review in the proceedings at docket No. G—2141; provided that ap- 
plicant shall file a corporate bond, satisfactory to the Commission, whereby 
Southern Natural Gas Co., its surety, their successors and assigns, jointly and 
severally, shall be held and firmly bound to the Federal Power Commission 
for the use and benefit of those entitled thereto, in the sum of $54,000, and 
whereby Southern Natural Gas Co. shall undertake (1) to refund, with in- 
terest at the rate of 6 percent per annum, to those entitled thereto, any portion 
of the 4-cent increase applicable to Southeast Georgia-South Carolina rate zone 
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as might be disallowed, subject to judicial review, in docket No. G—2141, except 
that none of the revenues collected under the rate in schedule CD-4 which 
the Commission finds is a rate for the sale of natural gas for resale for in- 
dustrial use only shall be subject to refund; (2) to bear all costs and expenses 
of any such refunding; (3) to keep accurate accounts in detail of all amounts 
received for each billing period by reason of such increase of 4 cents per M. c. f., 
specifying by whom and in whose behalf all such amounts were paid; (4) to 
submit promptly to the Commission monthly reports, in quintuplicate, in writ- 
ing and under oath, showing for each billing period the names of the pur- 
chasers, the billing determinants (volume and all other billing data applicable) 
of natural gas sales to each of such purchasers and the revenues resulting there- 
from, as computed under the rates prescribed in said order issued May 4, 
1953, and under the rates allowed by this order to become effective under bond, 
and (6) to file promptly, upon final order of the Commission, in docket No. 
G—2141, new or revised rate schedules reflecting the revisions required by the 
Commission’s final order in docket No. G—2141. 

(B) Upon execution by applicant of such bond and upon approval of such 
bond, evidenced by letter addressed to applicant by the Secretary of the Com- 
mission, the rates, charges, and classifications set forth in the aforesaid rate 
schedules P-4, I-4, and CD-4 shall be effective upon the filing thereof, subjéct 
to the terms and conditions of this order and to further orders of the Com- 
mission in this proceeding. 

(C) In all other respects, the conditions respecting the issuance of and the 
exercise of the rights granted by said certificate of public convenience and 
necessity issued by order of May 4, 1953, except as herein and heretofore 
modified or amended, shall remain in full force and effect. 


IN THE MATTER OF 


INDIANA GAS & WATER COMPANY, INC., G-1813 ; PANHANDLE EASTERN 
PIPE LINE COMPANY, G-1937; INDIANA GAS & WATER COMPANY, 
INC. v. PANHANDLE EASTERN PIPE LINE COMPANY, G-—2023 


Upon Applications for Certificates of Public Convenience and Necessity 
February 27, 1953* 
Syllabus 


1. Panhandle, by securing authorization from the Commission to increase the 
lateral capacity for some of its customers and refusing to do so for Indiana 
Gas, has thereby subjected Indiana Gas to undue prejudice and disadvantage 
in violation of the provisions of the Natural Gas Act. P. 594. 

2. Commission requires Panhandle to eliminate the unlawful discrimination, and 
to determine the reasonable service obligations of Panhandle to Indiana Gas, 
but does not require Panhandle to purchase the loop laterals from Indiana 
Gas and operate them at its own expense. P. 594. 

3. Commission requires Panhandle to deliver gas to Indiana Gas at higher pres- 
sures to conform to its voluntary practices with respect to other customers 
similarly situated. P. 595. 

4. Commission issues certificates of public convenience and necessity under 
section 7 of the Natural Gas Act to Panhandle and Indiana Gas authorizing 


*Initial decision modified and adopted as so modified on April 22, 1953, by order of 
the Commission, infra, p. 588. 
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the construction and operation of facilities for the transportation and sale 
of natural gas, and authorizes Panhandle to abandon certain facilities under 
section 7 (b) of the Natural Gas Act. P. 596. 




















































John H. Groves and Jerry P. Belknap for Indiana Gas & Water Co., Inc. 
John 8S. L. Yost, William C. Keefe, G. R. Redding, Scott & Littman, and 
Steptoe é Johnson for Panhandle Eastern Pipe Line Co. 

Louis L. Da Pra and Louis Flaz for staff of the Federal Power Commission. 





Marsu, Presiding Examiner: These proceedings were begun by the filing by 
Indiana Gas & Water Co., Inc. (Indiana Gas), on October 12, 1951, in docket 
No. G—1813, of an application for a disclaimer by this Commission of jurisdiction 
over the subject matter, or, in the alternative, a certificate of public convenience 
and necessity pursuant to section 7 (c) of the Natural Gas Act authorizing the 
construction and operation by Indiana Gas of certain additional natural gas 
pipeline facilities and related equipment more particularly in the application 
described. The proposed facilities, the application stated, would loop existing 
6-inch and 4-inch lateral pipelines owned and operated by Panhandle Eastern 
Pipe Line Co. (Panhandle) and extending from the latter’s main transmission 
pipelines to the cities of Crawfordsville and Lebanon, Ind., respectively (infra, 
p. 563). 

By letter dated October 11, 1951 (but received by the Commission on October 
15, 1951), Indiana Gas had requested from this Commission temporary author- 
ization to construct those facilities; but that request was denied by telegram of 
November 16, 1951. 

Panhandle, on April 14, 1952, in docket No. G—1937, filed an application for 
a certificate of public convenience and necessity authorizing the applicant therein 
to operate the natural gas pipelines and appurtenant equipment authorization 
for the construction and operation of which Indiana Gas had sought in its ap- 
plication in docket No. G-1813. In that application Panhandle also requested 
authorization to dispose of to Indiana Gas certain facilities then owned and 
operated by Panhandle as a part of its Crawfordsville and Lebanon lateral lines 
referred to above. | 

By order issued June 3, 1952, the Commission consolidated, for purposes of 
hearing, the proceedings in docket Nos. G-1813 and G-—1937 and fixed August 11, 
1952, as the date for the hearing thereon. 

In amendment No. 2 (filed on August 1, 1952) to its application in docket No. 
G-1813, Indiana Gas, after alleging, among other things, that Panhandle’s 
failure to itself loop its Crawfordsville and Lebanon laterals above referred to 
constituted unlawful discrimination in violation of section 4 (b) of the Natural 
Gas Act, prayed the Commission to disclaim jurisdiction, or, in the alternative, 
authorize Indiana Gas to “construct, acquire, and operate” the facilities which 
Panhandle proposed to sell to Indiana Gas in its application in docket No. G—1937, 
to order Panhandle to cease and desist the alleged unlawful discrimination above 
described, and to issue a disclaimer of jurisdiction, or, in the alternative, in the 
event such unlawful discrimination were not ordered eliminated by requiring 
Panhandle to acquire and operate the facilities authorization for the construc- 
tion and operation of which Indiana Gas had originally sought in docket No. | 
G-1813, issue a certificate authorizing Indiana Gas to construct and operate 
them. 

Very soon thereafter, namely, on August 4, 1952, Indiana Gas filed with the 
Commission a complaint, in docket Ne. G—2023, alleging Panhandle’s refusal to 
improve its Crawfordsville and Lebanon laterals to accommodate the increased 
volumes of gas sought by Indiana Gas at those two points, and praying that 
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the Commission (1) order Panhandle to cease and desist its unlawful discrimi- 
nation against Indiana Gas in refusing to afford the latter the same lateral 
facilities afforded other customers for similar service; (2) order Panhandle 
to purchase from Indiana Gas and to operate at its own expense all of the fa- 
cilities which Indiana Gas had proposed, in docket No. G-1813, for the looping 
of the Crawfordsville and Lebanon laterals, or to eliminate such discrimina- 
tion by some other just and reasonable means; and (3) order the consolidation 
for hearing and disposition of the complaint in docket No. G-—2023 with the 
proceedings then pending before the Commission in docket Nos. G—1813 and 
G-1937, or the proceedings then pending in docket Nos. G—1116 et al. 

Panhandle, on August 28, 1952, filed answer to the complaint of Indiana Gas 
in which answer it specifically denied the discrimination alleged and requested 
an order dismissing the complaint. 

3y order issued September 5, 1952, the Commission ordered that the proceed- 
ing in docket Nos. G-18138, G-1937 and G-—2023 be consolidated for hearing and 
that a hearing be held beginning on September 15, 1952, concerning the matters 





involved and the issues presented by such applications and complaint. 
, Pursuant to such order hearings were held upon a consolidated record on Sep- 
; tember 15 to 18, inclusive, and on October 20, and they were concluded on October 
. 21, 1952... At the hearing Indiana Gas and Panhandle presented oral and doc- 
umentary evidence. Thereafter, briefs were filed by Indiana Gas, Panhandle, 
d and the staff of this Commission. 
e At the conclusion of the hearing Indiana Gas moved for the severance of 
f docket Nos. G-1813 and G-1937 from docket No. G—2023 for purposes of decision, 
and for the waiver of the intermediate decision procedure with respect to docket 
Fr Nos. G-1813 and G-—1937. By order issued October 30, 1952, the Commission 
» denied that motion. 
: THE JURISDICTIONAL ISSUE 
d Indiana Gas is an Indiana corporation organized on July 16, 1945, to acquire 
d and operate gas and water properties theretofore owned and operated by Public 
23 Service Co. of Indiana. Indiana Gas owns and operates 5 (separate and not 
} interconnected) gas pipeline systems employed in the production, distribution, 
of and furnishing of gas service to ultimate consumers, residential, commercial 
ae and industrial, in and adjacent to 62 cities, towns, and communities in the north 
central, central, and southern portions of the State of Indiana. One of those 
0. 5 systems is known as the “North System.” The North System, in turn, is 
2's divided into 5 separate divisions which may be designated as (1) the Newcastle- 
to Knightstown-Rushville and East Germantown Division, (2) the Huntington- 
‘al Markle Division, (3) the Noblesville-Tipton Division, (4) the Crawfordsville- 
ye, Lafayette Division and (5) the Lebanon-Frankfort Division. No two of these 
ch Jiivisions is interconnected except that each of them is connected with Pan- 
37, handle’s transmission lines; and all of them are entirely dependent upon Pan- 
ve handle for their supply of natural gas. 
che The Crawfordsville-Lafayette Division comprises the communities of Craw- 
ing fordsville, Linden, Romney, Attica, Williamsport, Elston, Lafayette, and West 
uc- Lafayette, Ind., and the rural areas between those communities, having a com- 
No. bined estimated population of about 70,000, and in which division Indiana Gas 
- 1In the meantime, however, namely, on October 16, 1952, Indiana Gas filed with the 
the Commission an application which, without waiving its position with respect to the 


Commission's jurisdiction, sought a temporary certificate of public convenience and necessity 
| to to operate the facilities authorization for the construction and operation of which was 
sought initially in the original application filed in docket No. G—1813. 
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serves approximately 17,100 residential, commercial, and industrial consumers. 
The Lebanon-Frankfort Division comprises the communities of Lebanon, Ulen, 
Mechanicsburg, Antioch, and Frankfort, Ind., and the rural areas between them, 
having a combined estimated population of about 26,000 and in which division 
Indiana Gas serves approximately 7,300 residential, commercial, and industrial 
consumers. ; 

Panhandle is a Delaware corporation having its principal office in Kansas City, 
Mo. Panhandle owns and operates an integrated natural-gas pipeline system 
which extends from Texas through Oklahoma, Kansas, Missouri, Illinois, and 
Indiana to its northern termini in Michigan.?, Among its other operations, Pan- 
handle has been and is now engaged in the production and purchasing of nat 
ural gas in the States of Texas, Oklahoma, and Kansas and in transporting such 
gas for resale by means of such pipeline system for ultimate public consumption 
into States other than those in which it is so produced and purchased, for 
domestic, commercial, industrial, and other uses. In those operations the flow 
of gas from Texas, Oklahoma, and Kansas to and beyond the points of inter- 
connection of its main transmission line with the laterals which in turn inter- | 
connect with the pipeline facilities of Indiana Gas serving the Crawfordsville and 
Lebanon Divisions above described is continuous and uninterrupted, and such 
operations constitute an established course of business. Panhandle is thus en- 
gaged in the transportation of natural gas in interstate commerce, and in the 
sale in interstate commerce of such gas for resale, and is a “natural-gas com- 
pany” within the purview of the Natural Gas Act. 

By the decision (of the presiding examiner) and orders of this Commission in 
Indiana Gas & Water Co., Inc., docket No. G—1222 et al., Indiana Gas, by the 
operation of the Crawfordsville-Lafayette-Attica facilities and the Lebanon- 
Frankfort facilities, has been found to be engaged in the transportation of nat- 
ural gas in interstate commerce for ultimate public consumption subject to the 
jurisdiction of the Federal Power Commission, and has been determined by this 
Commission to be a “natural-gas company” within the meaning of the Natural 
Gas Act. The facilities authorization for the construction and operation of 
which is sought by Indiana Gas in docket No. G-1813, as well as the facilities 
which Indiana Gas proposes to purchase from Panhandle and operate, would 
be interconnected at one terminus with Panhandle’s main transmission lines 
described above and at the other with the facilities by the use of which Indiana 
Gas was found to be engaged in the interstate transportation of natural gas. 

All of the gas which will be sold by Panhandle and purchased by Indiana Gas 
under the agreement of July 10, 1951, will have come from sources outside the 
State of Indiana. 

Thus it is clear that the facilities, authorization for the construction and 
operation of which is sought by Indiana Gas in docket No. G-1813, are facilities 
which would be employed in the transportation of natural gas in interstate 
commerce, and upon the placing in operation of those facilities, Indiana Gas will 
be engaged in the transportation of natural gas subject to the jurisdiction of 
this Commission, and will be a “natural-gas company” within the purview of 
the Natural Gas Act. The application in docket No. G-1813 for an order of the 
Commission disclaiming jurisdiction over the proposed construction and opera- 
tion authorization for which Indiana Gas sought therein must, therefore, be 
denied. 































?On or about March 31, 1943, Panhandle acquired the transmission systems of its sub- 
sidiaries, Illinois Natural Gas Co. and Michigan Gas Transmission Corp., which acquisition 
resulted in the extension of Panhandle’s main transmission pipeline through the State 
of Indiana and into the States of Ohio and Michigan. 
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EXISTING FACILITIES 


Among its other facilities Panhandle owns and operates a 6-inch pipeline ex- 
tending a distance of approximately 19.06 miles from a point on its main line 
southeast of Crawfordsville, Ind., up to and around the northeastern section 
of that city to Panhandle’s present town border measuring, regulating and check 
measuring station. At that point all gas going from Panhuanile’s transmission 
line into Indiana Gas’ Crawfordsville-Lafayette Division is metered. Indiana 
Gas owns and operates pipeline facilities which extend from that town border 
station to the city of Crawfordsville. It also owns and operates a pipeline sys- 
tem which extends from that town border station in a northerly direction a dis- 
tance of some 24 miles to the city of Lafayette, as well as a line which extends 
from a point thereon about 16 miles north of Crawfordsville west to Attica and 
Williamsport, Ind. 

Panhandle also owns and operates a 4-inch pipe line extending a distance of 
approximately 13.3 miles from a point on its main transmission line southeast 
of Lebanon, Ind., up to and around the west side of that city to Panhandle’s 
metering and regulating station located to the north thereof. 

Indiana Gas owns and operates pipeline facilities which extend from Pan- 
handle’s Lebanon metering and regulating station to the city of Lebanon, and 
to Mechanicsburg, Antioch, and Frankfort, and which supply those communities 
with gas received from Panhandle. 

The Crawfordsville-Lafayette and the Lebanon-Frankfort Divisions are served 
with gas by Indiana Gas exclusively. That distributor owns and operates 2 
liquid petroleum plants at Lafayette and 1 at Frankfort. The two plants at 
Lafayette have a combined capacity of 6,000 M. c. f. a day. Its liquid petroleum 
plants were installed for peak shaving purposes to protect Indiana Gas on de- 
mand charges and for emergency purposes and the like. 


THE PROCEEDINGS IN DOCKET NOS. G-18135 AND G—1937 


Docket No. G—1813—The facilities involved.—The facilities authorization for 
the construction and operation of which is sought by Indiana Gas in docket No. 
G—1813 are: 

(1) 19.03 miles of 8-inch pipeline to extend from Panhandle’s main transmis- 
sion line in Putnam County, Ind., to a point near Crawfordsville, Ind., where 
such line would connect with the existing pipeline facilities of Indiana Gas. 
This line would parallel throughout its length Panhandle’s 6-inch lateral line 
heretofore referred to. 

(2) 13.27 miles of 6-inch pipeline to extend from Panhandle’s main transmis- 
sion line in Hendricks County, Ind., to a point near Lebanon, Ind., where such 
line would connect with the existing pipeline facilities of Indiana Gas. For a 
distance of 9.72 miles this line would parallel Panhandle’s 4-inch line above 
referred to. From that point it would extend around the east side of the city 
of Lebanon to the point where Panhandle’s Lebanon town border and regulating 
station is now located. 

(3) Related casing, valves, fittings, flanges and other equipment. 

Status of construction—Before proceeding further it should be stated that 
the construction of both the Crawfordsville and Lebanon laterals described 
above has been completed. As has been indicated, on October 15, 1951, Indiana 
Gas filed with the Federal Power Commission an informal application (in the 
form of a letter dated October 11, 1951) for a temporary certificate of public 
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convenience and necessity authorizing the construction and operation of the 
proposed facilities and requesting that the matter be disposed of under the Com- 
mission’s shortened procedures. On November 16, 1951, Indiana Gas received 
a telegram from the secretary of the Commission advising of the denial of the 
request for temporary authorization. Within a few days of the receipt of that 
telegram construction on the Crawfordsville lateral was begun.’ The first of 
the construction contracts was awarded on December 1, 1951, and the first por- 
tion to be completed, namely, 7.6 miles of the Crawfordsville lateral, was com- 
pleted and placed in service on December 3, 1951. The next section of that 
lateral, 7.7 miles, was completed and placed in service on February 6, 1952, and 
the last portion, 3.75 miles, was completed during the week of May 12, 1952. 

The first section, 9.7 miles, of the 6-inch Lebanon lateral was begun during 
the week of January 7, 1952, and that portion of the line was placed in service 
on January 25, 1952. The construction of the remaining portion of the Lebanon 
line was begun during the week of June 11, 1952, and it was completed on July 
18, 1952. 

Indiana Gas’ new Crawfordsville lateral is not connected directly into Pan- 
handle’s main line but at present is tied into it at a point near the main line 
into Panhandle’s 6-inch lateral. Ultimately it will be connected at the upstream 
end into Panhandle’s main line and at the other into the new meter and regu- 
lator station to be constructed by Panhandle. 

Substantially the same situation exists with respect to the Lebanon lateral. 
There Indiana Gas’ new lateral is tied into Panhandle’s lateral at a point near 
the main line. From there it extends to the point where the new metering 
station would be located, where it again ties into the 4-inch line. Then it goes 
on around Lebanon to the east and again ties into the 4-inch line north of 
Lebanon. Although the testimony is not positive on the subject, it appears that 
the interconnections with Panhandle’s laterals were made by Panhandle’s field 
forces. 

Testimony given on September 16, 1952, was to the effect that Indiana Gas 
was then operating both of the new laterals, but testimony given subsequently 
was that since September 15, 1952, the laterals had been valved off. 

The management of Indiana Gas is, of course, aware of the provisions of the 
Natural Gas Act requiring the procurement of a certificate of public convenience 
and necessity before undertaking the construction of such facilities. In viola- 
tion of such provisions and in the face of the refusal by the Commission to 
grant temporary authorization therefor, Indiana Gas proceeded with the con- 
struction and the subsequent operation of its new Crawfordsville and Lebanon 
lateral lines. No evidence whatever was offered in explanation or mitigation 
of so willful a violation of the Natural Gas Act. Furthermore, although charged 
by the staff in its brief with this total disregard of the law, Indiana Gas made 
no effort to defend its action. It is to be noted, however, that neither the i 
staff nor Panhandle suggest or recommend that the matter be referred to the 
Attorney General for action by his department, and, therefore, no such recom- 
mendation is here made. 

The cost of the facilities—The total cost of construction of the new Craw- 
fordsville 8-inch lateral from the point of the ultimate connection with Pan- 
handle’s main line to the tie-in with the old Panhandle regulator station north 









































3In that connection Mr. L. B. Schiesz, president of Indiana Gas, testified that he made 
no effort to cease construction of the lines after receipt of the telegram of November 16, 
1951. 
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of Crawfordsville was $351,919.75, and the cost of the new Lebanon lateral 
between similar points was $215,474.02. There is yet to be paid approximately 
$500 in connection with crop damage. Thus the total cost of the proposed facili- 
ties was $567,893.77. 

The cost of that portion of the Crawfordsville line which lies between Pan- 
handle’s main line and the site of Panhandle’s proposed new Crawfordsville 
regulator station was $266,174.58, and the cost of that portion of the Lebanon 
6-inch line lying between Panhandle’s main line and the site of the proposed 
new Lebanon regulator stations was $142,170.46, a total cost of those facilities 
of $408,345.04. 

Except for the portion of the Lebanon lateral lying downstream from the 
site of the proposed new regulator station there the two laterals were con- 
structed by Indiana Gas on existing rights-of-way of Panhandle under the 
“second line” rights under the easements acquired by Michigan Gas Transmis- 
sion Co., Panhandle’s predecessor, in 1936. The rights-of-way costs to Indiana 
‘Gas were thus substantially reduced. 

In each instance bids were received from four separate and independent con- 
tractors, and the contract was let to the lowest most reliable bidder. 

Financing of the new laterals.—The costs of constructing the new Lebanon and 
Crawfordsville laterals, together with Indiana Gas’ 1952 construction program, 
were financed by the sale of 66,000 additional shares of Indiana Gas’ common 
stock from which sale there was realized net proceeds of approximately 
$1,330,000, and by the sale of $2,000,000 in bonds. From the latter sale there 
was realized net proceeds of approximately $1,968,000. 

The issuance of those securities was authorized by the Public Service Com- 
mission of Indiana. 

Capacity of the new facilities—The record does not disclose the capacity of 
the new lateral facilities. It does disclose, however, that Panhandle has trans- 
ported up to 15,649 M. c. f. a day over its Crawfordsville lateral and 5,073 
M. ec. f. a day over its Lebanon line, and it is estimated that at main line 
delivery pressures of 440 and 375 pounds, respectively, at the take off points, 
the combined delivery capacity of the old and the new Crawfordsville laterals 
will be 36,000 M. c. f. and of the old and the new Lebanon laterals almost 
17,000 M. c. f. a day. 

Balance sheet and income statements.—Indiana Gas submitted balance sheets 
as of December 31, 1951 (actual), and as of December 31, 1952 (estimated), the 
latter being based on the operating and construction budgets of Indiana Gas 
for the calendar year 1952, including the cost of the new laterals. It does not 
appear to reflect, however, the sale of the additional shares of common stock 
nor the $2,000,000 in bonds, the issuance of which is proposed in connection 
with the financing of the construction of the laterals. 

Indiana Gas also submitted statements of income, actual for 1951 and esti- 
mated for 1952. It is to be noted that the 1952 figures are on 2 bases, 1 on 
the assumption that the gas supply was purchased under Panhandle’s rate 
schedule F. P. C. Nos. GD-1 and RD-2, the other that the purchases are made 
under Panhandle’s rate schedule GI, F. P. C. gas tariff, original volume No. 1, 
filed in docket No. G—1116, et al., and effective February 20, 1952. Under the 
latter assumption, the income statement for 1952 shows Indiana Gas’ net 
income for that year as $155,400 less than the actual for 1951. 

Indiana Gas also submitted figures on fixed charges and operating expenses 
pertaining to the Crawfordsville and Lebanon laterals as follows: 
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| 
| Crawfords- | Lebanon Total 
| ville lateral lateral | 


Construction cost 
Rights-ol-way | $10, 401. 52 $8, 404. 46 $18, 805. 98 
Pipelin ‘ | 255, 773.06 133, 766. 00 | 389, 539. 06 
Total _-_-- emia iis ; nied 266, 174. 58 142, 170. 46 408, 345. 04 


Annual fixed charges and operating expenses including: 





| 
Return at 6 percent alae 8, 530. 23 | 24, 500. 70 
Depreciation—3 percent LIE. 012.98 | 11, 686. 17 
Property taxes nee 1, 317. 30 | 4, 660. 23 
Operation and maintenance_.. sobs 750. 00 | 2, 290. 00 

| 28, 526. 59 14, 610. 51 43, 137.10 


The testimony is that the cost of the proposed facilities would not justify the | 
filing by Indiana Gas of an increase in its rates because the effect could hardly 
be seen in its overall rates. However, because of the higher rates put into effect 
by Panhandle on February 20, 1952, Indiana Gas does contemplate an increase in 
rates which would take into account the expenses related to these facilities 

Operation of the new latcrals.—In the service agreement of July 10, 1951, here- 
inafter referred to, it was agreed by and between Panhandle and Indiana Gas 
that if and when Indiana Gas completed the construction of the two proposed 
laterals, Panhandle would operate and maintain them in the same manner that 
it operates and maintains its own lateral lines. Indiana Gas agreed to pay 

-anhandle for such operation and maintenance the actual out-of-pocket costs and 
expenses thereof plus an amount equal to 10 percent of such costs to cover Pun 
handle’s overhead expenses. Subsequently, namely by letter agreement of 


February 26, 1952, however, upon objection by the staff of the Commission to 
that arrangement, it was agreed between the parties thereto that there would be a 
flat charge of $1,540 per year for the operation and maintenance of the Craw- 
fordsville lateral and $750 a year for the Lebanon lateral. 

Public convenience and necessity—The evidence shows that the firm peak day 
requirements of tndiana Gas for its Crawfordsville-Lafayette Division for the 
winter seasons indicated and the sources of the gas used in serving such require- 
ments (in M. c. f.) were as follows: 


Winter 1949- | Winter 1950- | Winter 1951- 


40 actual 51 actual 52 actual 
Mar. 2, 1950 Feb. 7, 1951 | Jan. 29, 1952 
a os 5° F. 10° F 
From Panhandle... 13, 123 15, 160 16, 223 
Manufactured gas____- 204 2.915 1, 389 
Total requirements. - 13, 327 18, 075 17, 612 


Similar figures for the Lebanon-Frankfort division were: 


Winter 1949- | Winter 1950- | Winter 1951- 
50 actual 51 actual 52 actual 
Mar. 2, 1950 | Feb. Jan. 29, 1952 
= 2. 5 10° F 





From Panhandle --__. 4,219 5, 073 5, 312 
Manufactured and from storage - - 220) 1¢ 
Curtailment. 


Total requirements. - 
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The evidence presented by Panhandle shows that its deliveries to Crawfords- 
ville and into the Lafayette lateral on the coincidental maximum day of the 
months indicated were as follows: 





| : | 
Months 1949-50 | 1950-51 | 1951-52 | Months | 1949-50 | 1950-51 | 1951-52 
November. 10,398 | 13,771 | 13,737 February -.. ------} 11,915 15, 649 14, 299 
December. .... . ---| 11, 533 | 14,694 | 15,841 || March................. -| 13,123 | 13,917 | 15,152 
Pee addiantinnabnanen | 12,188 | 15,298 | 16,317 April... eae | 10, 937 12, 450 11, 807 
' ' iT 


On 2 of the days of greater demand in January 1951, on 1 day in November 
1951, and 1 day in December 1951, the pressures at the outlet side of the Craw- 
fordsville regulator station dropped below 180 pounds. On 1 day in December 
1951, and 1 day in January 1952, the pressure at that point was 200 pounds. 
On all other such days the pressure was 180 pounds or between 180 and 200 
pounds. 

In connection with the 1951-52 deliveries, it should be borne in mind that on 
December 3, 1951, the first 7.6-mile section of the new Crawfordsville lateral was 
placed in service (supra, p. 564). The evidence does not show what the de- 
liveries were over Panhandle’s lateral alone after that date. 

Figures similar to those set out above but relating to Lebanon and the Lebanon- 
Frankfort lateral are as follows: 








| | } 

Months 1949-50 | 1950-51 | 1951-52 || Months 1949-50 | 1950-51 | 1951-52 
November. 3,941 | 4,660 4,416 || February. 3,836 | 5,073 4, 407 
December......... 3,877 | 4,634 5,022 || March..._. ; 4,219 | 4,460 4, 563 
January ----.. ---| 3,957 | 4,798) 5,278 || April...... | 3,563 3, 927 3, 657 


| | | | 

Adjusted to zero degrees Fahrenheit, the requirements for the Crawfords- 
ville-Lafayette Division on the maximum days first above set out (supra, p. 566) 
would have been 15,026 M. ec. f. for 1949-50, 18,986 M. ec. f. for 1950-51 and 
19,527 M. ec. f. for 1951-52. For the Lebanon-Frankfort Division the require- 
ments, also adjusted to zero degrees Fahrenheit, would have been 4,777 M. ec. f. 
for 1949-50, 6,327 M. c. f. for 1950-51, and 6,029 M. c. f. for 1951-52. However, 
the testimony is that the normal degree days for this area were off only about 
8 percent during the last winter, and the occurrence of a zero day in the Indiana 
Gas service area is very infrequent. 

Indiana Gas estimates that the firm peak-day requirements for the Craw- 
fordsville-Lafayette Division for the 1952-53 peak day, adjusted to zero degrees 
Fahrenheit, will be about 21,400 M. ec. f. 3ut that estimate does not reflect 
the requirements of 1,467 new residential heating customers whom Indiana 
Gas is taking on in that division. Those new customers are expected to add 
2,890 M. c. f. to Indiana Gas’ estimates for the peak day. Assuming that 15,160 
M. ec. f. represents the maximum volume that Panhandle could deliver through 
its Crawfordsville lateral (supra, p. 566) there would be a deficiency in the 
delivery capacity of Panhandle’s lateral, on a hypothetical zero degree Fahren- 
heit peak day, of 9,130 M. ec. f. 

Indiana Gas’ estimated requirements in the Lebanon-Frankfort Division for 
the peak day of 1952-53 winter, adjusted to zero degrees Fahrenheit, are 6,469 
M. ec. f. Here, again, the estimate does not include the requirements of 656 
new residential heating customers whom Indiana Gas is taking on in that 
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division. Those new customers are expected to add 1,285 M. c. f. to Indiana 
Gas’ estimate of peak-day requirements, thus bringing those expected require- 
ments to 7,754 M. c.f. Again, assuming 5,073 M. c. f. to be the maximum amount 
which Panhandle can deliver through its Lebanon lateral (supra, p. 566), there 
would be a deficiency in the delivery capacity of that line of 2,681 M. c. f. on 
the hypothetical day. 

The evidence is also that Indiana Gas has between 4,000 and 5,000 unfilled 
applications for space heating installations in the North System. Indiana Gas 
recognizes the possibility that the combined facilities may not be adequate to 
deliver all the gas which its customers might possibly demand, and that there is 
the possibility that even with the new laterals in operation it still may have 
to operate its manufacturing plants in order to avoid exceeding its contract 
demand. 

-*anhandle’s Crawfordsville and Lebanon laterals are connected with its 
transmission lines Nos. 100 and 200. The gas furnished to Indiana Gas nor- 
mally comes from line No. 100, which operates at Panhandle’s Montezuma 
compressor station (about 28 miles and 48 miles west of the Crawfordsville and 
Lebanon laterals, respectively), at a maximum discharge pressure of 515 pounds 
per square inch. Line No. 200 operates at that point at discharge pressures 
of up to 700 pounds per square inch. 

Although the pipe in Panhandle’s Crawfordsville lateral would take pressures 
in excess of 600 pounds per square inch safely, the valves and fittings are con- 
sidered unsafe for pressures in excess of 500 pounds. Consequently, it is only 
when pressures higher than can be obtained from line No. 100 are required by 
Indiana Gas that deliveries are made from line No. 200. In that event the 
switchover is made by the manual operation of the valves at the take-off and 
that operation requires that a man be sent over from Panhandle’s Zionsville 
district office for the purpose. The operator must remain and check the pres- 
sures so long as the gas is being taken from line No. 200. Although there is 
conflicting testimony on the point, it appears that whenever requested to do so, 
Panhandle has provided for delivery of gas to Indiana Gas from line No. 200. 

The testimony of L. A. Kirch, Indiana Gas’ chief engineer, is that the pressure 
required at the outlet side of Panhandle’s present metering and regulating 
station north of Crawfordsville in order that Indiana Gas may get 20,500 
M. ec. f.4 of gas a day up to Lafayette at the pressures required for Indiana 
Gas’ distribution operations at that point is 225 pounds per square inch; bat 
with the 6-inch lateral operating alone, even if Panhandle maintained a pres- 
sure of 440 pounds at the main line take-off and there resulted a pressure of 
225 pounds at the outlet side of Panhandle’s present Crawfordsville metering 
and regulating station, the daily deliverability of Panhandle’s 6-inch Crawfords- 
ville lateral would be only 12,245 M. c. f. Under these conditions the uniform 
hourly rate of flow would be 510 M. c.f. He said further that with a pressure of 
440 pounds at the main line and a zero pressure at the regulating station the 
existing 6-inch line could deliver only 14,770 M. ¢c. f. a day at a uniform hourly 
rate of 615 M. ec. f. 


Thus Indiana Gas contends that on an hourly basis it requires substantially 


greater volumes of gas than Panhandle could deliver to it through the latter’s 
6-inch Crawfordsville lateral line at the contract pressure of 440 pounds per 
square inch gage at the main line take-off and 225 pounds per square inch gage 
at the Crawfordsville metering and regulating station, even at a uniform rate 

*Panhandle’s “Maximum daily delivery obligation” in the months of January, Febraury, 
March, November, and December under the service agreement of July 10, 1951. 
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of flow. But the witness said that Indiana Gas cannot supply the demands 
of its Crawfordsville-Lafayette Division on a uniform hourly flow basis. The 
hourly requirements, he said, are 5.75 percent of the maximum day requirement, 
or 1,179 M. c. f. per hour. 

In order that Indiana Gas may distribute through the Lebanon-Frankfort 
Division the contract maximum delivery quantities of 5,600 M. c. f. a day, a 
pressure of 150 pounds will be required, the witness testified, at the outlet side 
of Panhandle’s metering and regulating station north of Lebanon. Assuming the 
maintenance of the contract pressure of 375 pounds at the main line take-off 
and a final pressure of 150 pounds at the outlet side of the present metering 
and regulating station north of Lebanon, the daily deliverability of Panhandle’s 
existing 4-inch lateral would be 4,300 M. c. f. a day at a uniform rate of flow. 
The hourly rate of flow would then be 179 M. c. f. Similarly, assuming 375 
pounds pressure at the main line take-off and atmospheric pressure at the 
Lebanon station, the deliverability of the present 4-inch Lebanon lateral would 
be 4,810 M. c. f. a day, or 205 M. c. f. per hour at a uniform rate. Here, too, Mr. 
Kirch testified that the demands of service in the Lebanon-Frankfort division 
could not be met on the basis of a uniform hourly rate of flow. He estimated 
that hourly deliveries of 322 M. c. f. would be required. 

Assuming 440 and 375-pound pressures at the main line take-off points and 225 
and 150-pound pressures at the outlet side of the metering and regulating stations 
at Crawfordsville and Lebanon, respectively, the hourly deliverability of the 
existing Crawfordsville and Lebanon laterals and the new Indiana Gas laterals 
combined would be 1,500 M. ec. f. at Crawfordsville and 703 M. c. f. at Lebanon. 
At such a uniform hourly rate of flow the deliverability of the old and the new 
Crawfordsville laterals would thus be 36,000 M. ce. f. a day, and of the old and 
the new Lebanon laterals 16,867 M. c. f. per day, a combined deliverability for 
those two looped laterals of 52,867 M. c. f. per day. Those figures, however, 
assume a uniform hourly rate of flow, and have not been adjusted by the ap- 
plication of the 5.75 factor which would convert the uniform hourly flow to 
Indiana Gas’ claimed hourly maximum requirements. 

The evidence also shows that there are times when the pressures at the take- 
off points are greater than 440 and 375 pounds and that on many days in 
December 1951 and in January 1952, more gas was delivered by Panhandle to 
Indiana Gas at Crawfordsville than the amount of 14,770 M. ec. f. indicated as 
the maximum deliverability of the Crawfordsville lateral when there is a pressure 
of 440 pounds at the take-off of that lateral. In connection with those deliveries, 
it should be remembered that it was not until October 1, 1951, that the increased 
eapacity attributable to the Trunkline project became available to Panhandle. 

It seems clear from the evidence that the maximum quantity of gas which can 
be transported through the Panhandle Crawfordsville lateral at the main line 
pressures which may be expected to prevail, and a residual pressure of as much 
as 180 pounds at the outlet side of the Crawfordsville regulator station, is some- 
thing slightly less than 16,000 M. ec. f. a day. Consequently, if more than that 
quantity of gas is to be distributed in the Crawfordsville-Lafayette Division, 
additional delivery capacity south of the Crawfordsville metering station must 
be provided. The evidence is that there will be times when a quantity of gas 
greater than 16,000 M. c. f. a day will be required for that purpose. 

Similarly, it is clear that the maximum volume of gas that can be transported 
through Panhandle’s Lebanon lateral with the main line pressures which may 
be expected to be available, and residual pressures of about 110 pounds at the 
outlet side of the Lebanon regulator station, is in the neighborhood of 5,000 
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M. c. f. a day. The peak day requirements of Indiana Gas’ Lebanon-Frankfort 
Division are estimated, as has been seen, in excess of that amount. 

In the light of the evidence thus considered, although it does appear that the 
additional lateral facilities will be required and will actually be used on 
relatively rare occasions and for a very small portion of the time under the 
present pattern of Indiana Gas’ requirements, it is believed that the construction 
and operation thereof is or will be required by the present or future public 
convenience and necessity. However, the evidence shows that the construction 
for which authorization was sought in the application filed herein had been begun 
and completed long before that application came on for hearing. Consequently, 
no certificate for the construction of those facilities can now be issued. Further- 
more, applicant’s disregard of the provisions of the Natural Gas Act and the 
Commission’s rules relating thereto in proceeding with the construction of the 
facilities without proper authorization, renders it impossible for the examiner 
to find, with respect to construction or operation, that the applicant is able and 
willing properly to do the acts and to perform the service proposed and to con- 
form to the provisions of the Natural Gas Act and the requirements, rules and 
regulations of the Commission thereunder, as is required by the Natural Gas Act. 

imendment No. 2 facilities.—In amendment No. 2 to its application in docket 
No. G-1815, Indiana Gas additionally proposed to acquire by purchase from 
Panhandle and to operate: 

1, Approximately 3.75 miles of 6-inch pipeline extending from a new metering 
and regulating station proposed to be installed by Panhandle southeast of 
Crawfordsville up to Crawfordsville’s present town border metering station, to- 
gether with related facilities, and 

2. Approximately 3.47 miles of 4-inch pipeline extending from a point south of 
Lebanon at which Panhandle proposes to relocate its Lebanon measuring and 
regulating station, up to Panhandle’s present Lebanon town border metering 
Station, together with the rights-of-way and connections. 

Upon the consummation of such proposal Indiana Gas would own all of 
Panhandle’s existing Crawfordsville and Lebanon laterals and the pertinent 
facilities located in each instance north, and downstream, of Panhandle’s new 
and relocated measuring stations. 

The pipe facilities at Crawfordsville and at Lebanon, which Panhandle pro- 
poses to sell to Indiana Gas, were constructed in 1937. It is proposed that the 
facilities be sold by Panhandle and purchased by Indiana Gas at the original 
cost thereof less the accrued depreciation. The original cost of the Crawfords- 
ville pipe facilities was $25,954, and of the measuring station $9,173. The 
Lebanon line facilities cost $18,592. The consolidated reserve, accrued as of 
December 31, 1951, was $22,702. Thus, the combined net depreciated cost of the 
facilities which Indiana Gas proposes to purchase from Panhandle is $31,017. 

Indiana Gas proposes to finance the purchase of these facilities out of funds 
which it has on hand. The proposed acquisition has been authorized by the 
Public Service Commission of Indiana. 

The reasons why Indiana Gas wishes to acquire these properties are (1) to 
remove the hazard attached to the transportation of gas at high pressures 
through the built-up portions of the cities of Crawfordsville and Lebanon, and 
(2) to incorporate those portions of Panhandle’s laterals into Indiana Gas’ dis- 
tribution system. Under the proposed plan, the pressures would be reduced from 
the relatively high Panhandle pressures to about 60 pounds, and the laterals 
would become a part of Indiana Gas’ intermediate pressure distribution system. 

The existing regulating and metering station at the north side of Crawfords- 
ville would continue to meter and regulate the gas going to that city. The 
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metering equipment now in use in connection with the Lafayette lateral lines 
would not be used to regulate the pressure of the gas going from Crawfordsville 
up to Lebanon, but to check the unaccounted-for gas on those lines. The tes- 
timony is that in the operation of lines of this type, metering for the purpose of 
determining line loss and the quantity of line loss is a desirable thing. 

If the acquisition of the facilities here involved is authorized, the metering and 
regulating of the gas received from Panhandle will be done at the new and 
relocated stations. The evidence reveals that on September 16, 1952, the new 
Crawfordsville station had been constructed, but the lateral line had not been 
connected with it. 

The evidence is convincing that regardless of the disposition of the other 
issues in docket No. G-1813 and those in docket No. G—2023, the present and 
future public convenience and necessity require that there be issued to Indiana 
Gas a certificate of public convenience and necessity authorizing it to acquire 
and operate the facilities described in section IX of the application of Panhandle 
in docket No. G—1937. 

Docket No. G—1937.—In the service agreement entered into between Panhandle 
and Indiana Gas on July 10, 1951, more particularly hereinafter described, and 
as a part of the same transaction, Panhandle agreed that, upon the completion 
by Indiana Gas of the lateral lines which we have heretofore considered and 
which in that service agreement Indiana Gas reserved the right to construct 
and operate, Panhandle would undertake, at its cost and expense, to relocate 
its Crawfordsville and Lebanon metering and regulating stations at new loca- 
tions, to be agreed upon by the parties. This feature of the service agreement 
was confirmed in a letter dated April 2, 1952, from Panhandle to Indiana Gas, 
and in that letter the former agreed to sell to Indiana Gas certain facilities then 
owned and operated by Panhandle as part of its Crawfordsville and Lebanon 
laterals and lying north and downstream of the sites of the relocated metering 
and regulating stations, which facilities are those which Indiana Gas sought 
authority to acquire, as set out above. In the application filed by Panhandle 
in docket No. G—-1937, on April 14, 1952, Panhandle stated that it was then 


building a new measuring and regulating station at Crawfordsville at a point 
southeast of that city, and that it was relocating its Lebanon measuring and 
regulating station at a point south of the city of Lebanon. Panhandle proposed 
in that application that it would sell and that Indiana Gas would purchase those 
portions of the seller’s lateral lines and appurtenant facilities lying north, and 
downstream, of those points. 


Consideration has already been given to the circumstances surrounding the 
purchase of those facilities by Indiana Gas and the evidence relating to the 
location, cost, selling price, method of financing, and other pertinent data, and 
they need not be reconsidered here. 

Based upon the evidence of record in this proceeding, it is concluded that 
the present and future public convenience permit the disposition and abandon- 
ment by Panhandle of those facilities, and authorization will be issued to Pan- 
handle to dispose of them to Indiana Gas as requested in the application filed in 
docket No. G—1937. 

There have already been discussed the provisions of the service agreement of 
July 10, 1951, under which Panhandle undertook the operation and maintenance 
of Indiana Gas’ proposed lateral lines, and it need not be repeated here. The 
evidence in this proceeding establishes the fact, and it is therefore concluded, 
that the operation of such facilities by Panhandle under the conditions herein- 
after set out, is and will be required by the present and future public convenience 
and necessity. 
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THE PROCEEDING IN DOCKET NO. G-2023 





The Issucs.—In its complaint filed herein, Indiana Gas alleges that Panhandle’s 
failure and refusal to increase the capacity of its Crawfordsville and Lebanon 
laterals wiiile at the same time providing at its own expense additional capacity 
to others of its customers, subjects Indiana Gas to undue prejudice and disad- 
vantage in violation of section 4 (b) of the Natural Gas Act and that such con- 
duct constitutes unlawful discrimination. Complainant also contends that the 
proper remedy under section 5 (a) of the Natural Gas Act to remove such unlaw- 
ful discrimination is to require Panhandle to purchase from Indiana Gas and 
to operate at its own expense all of the Crawfordsville and Lebanon lateral facili- 
ties lying between Panhandle’s main line and the proposed new and relocated 
metering and measuring stations. 

Section 4 (b) of the Natural Gas Act provides: 


No natural-gas company shall, with respect to any transportation or sale 
of natural gas subject to the jurisdiction of the Commission, (1) make or 
grant any undue preference or advantage to any person or subject any person 
to any undue prejudice or disadvantage, or (2) maintain any unreasonable 
difference in rates, charges, service, facilities, or in any other respect, either 
as between localities or as between classes of service. 

Section 5 (a) of the act provides in pertinent part as follows: 


Whenever the Commission, after a hearing had upon its own motion or 
upon complaint of any * * * gas distributing company, shall find any rate, 
charge, or classification demanded, observed, charged or collected by any 
natural-gas company in connection with any transportation or sale of natural 
gas, subject to the jurisdiction of the Commission, or that any rule, regu- 
lation, practice, or contract affecting such rate, charge, or classification is 
unjust, unreasonable, unduly discriminatory, or preferential, the Commission 
shall determine the just and reasonable rate, charge, classification, rule, 
regulation, practice, or contract to be observed and in force, and shall fix 
the same by order;* * * 


The facts in evidcvuce—History of the controversy.—Service of natural gas to 
the Crawfordsville-Lafayette area began under the provisions of a service agree- 
ment entered into on October 1, 1936, between Michigan Gas Transmission Corp., 
a predecessor of Panhandle (supra, p. 561) and Publie Service Co. of Indiana, a 
predecessor of Indiana Gas. At that time natural gas was considered a luxury 
fuel and commanded a much higher price than it does at present. For that reason 
it was more difficult to sell and, in order to do so, it was necessary for Pan- 
handle’s predecessor in several instances to construct laterals from its main line 
to distributing centers. It was under such circumstances that the Crawfords- 
ville and Lebanon laterals were constructed by the pipeline company. In fact, 
even greater concessions were necessary. The pipeline company in this instance 
obligated itself to maintain and operate the pipeline facilities extending from 
Crawfordsville to Lafayette and the line extending therefrom to Attica, even 
though those facilities belonged to the distributing company. 

The service agreement of October 1, 1936, provided, among other things, that 
the pipeline company would deliver to the distributing company through the 
6-inch lateral pipeline now owned and operated by Panhandle, as heretofore de- 
scribed, all of the natural gas required for the Crawfordsville-Lafavyette-Atticia 
area. The agreement also provided that the pipeline company would make 
these deliveries of gas to the distributing company at 3 points (at each of which 
the pipeline company installed a regulator and metering station), 1 at the north 
city limits of Crawfordsville, 1 at a point near Attica, and a third at a point 
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about 4 miles south of Lafayette.© It was agreed, too, that the pipeline company 
would make deliveries of gas to the distributing company through the pipeline 
company’s 4-inch lateral line heretofore described at a point on the northern city 
limits of Lebanon for distribution in the Lebanon-Frankfort area. 

The maximum total contract volume set out in that contract was 6,000 M. c. f. 
a day which was to provide for the whole of what is Indiana Gas’ North System. 

On October 15, 1940, the service agreement of October 1, 1936, was supple- 
mented so as to increase the maximum daily contract volume of gas deliverable 
to Indiana Gas’ North System from 6,000 M. c. f. to 8,000 M. c. f. a day, and 
the pipeline company agreed to increase the pressure at the outlet side of the 
Crawfordsville metering station from 150 to 175 pounds per square inch. The 
supplement also gave to the distributing company the right to sell interruptible 
gas to certain industrial customers. 

Later, in another amendment to the service agreement, it was agreed that the 
delivery point for all gas distributed through the Lafayette facilities would be 
at the Lafayette lateral line measuring station near Crawfordsville and that 
the delivery point for the delivery of gas for resale in Crawfordsville would 
continue to be at the Crawfordsville town border measuring station. 

Although the service agreement between Panhandle and Indiana Gas, as 
supplemented, continue to provide for a maximum contract volume of only 8,000 
M. c. f. a day to Indiana Gas’ entire North System, in actual practice for many 
years Indiana Gas has taken much more than that amount. Evidence presented 
by the complainant shows that the actual amounts taken by it from Panhandle’s 
lines on the maximum day of the winter periods indicated were as follows: 


iia icn cement amine ES, SO SNe 24, 471 
ictal cicnicitencnanaaeaiaaias po BS Ee ree ee ee * 22, 396 
Ne cients eiciaisoanahnarabienn Big FO Rie cccnmnaiaanaeal * 32, 458 


2These figures differ somewhat from Panhandle’s records which show deliveries to 
Indiana Gas for its North System of 26,902 M. c. f. in January 1950, and 32,940 M. ec. f. 
in February 1951. 


According to Panhandle’s records, the greatest amount of gas which it de- 
livered to Indiana Gas for use in its North System on the maximum days of 
the months of November 1949 through August 1952, was 33,583 M. ¢c. f., and that 
amount was delivered in January 1952. 

Beginning as far back as 1948 Panhandle had been urging the purchasers of 
its gas to execute new service agreements. Indiana Gas,, whose contract would 
expire by its terms on October 1, 1952, was among those urged to do so. However, 
its management could see no purpose in signing a contract so long as Panhandle 
was under allocation orders of the Commission. 

But the amounts of gas which Indiana Gas was taking, although greatly in 
excess of the contract volumes (and at times in excess of the amounts allocated 
by the Commission’s orders*) were not great enough to enable Indiana Gas to 


5 Subsequently, Indiana Gas purchased 2 of the 3 regulator and metering stations and 
took over the operation and maintenance of its facilities north of Crawfordsville. 

¢In emergency service rules and regulations to govern deliveries of natural gas by 
Panhandle, when curtailments were necessary during the heating seasons indicated, the 
Commission had assigned maximum daily obligations to Panhandle to deliver to Indiana 
Gas the following volumes of gas: 

Order dated December 12, 1946, for winter 1946-47—15,264 (5 F. (P. C. 983, 991). 

Order dated November 25, 1947, for winter 1947-48—19,522 (6 F. P. C. 196). 

Order dated October 28, 1948, for winter 1948-49—19,522 (7 F. P. C. 984). 

Order dated December 17, 1949, for winter 1949-50—24,739 (G—1240) (8 F. P. C. 1339). 

Order dated December 19, 1950, for winter 1950-51—28,224 (G— 1116, et al.) (9 F. P. C. 
1330). 
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avoid the operation of its manufactured gas plants. In the winter of 1950-51, 
Indiana Gas operated those plants on 32 days and produced a total of 35,518 
M. c. f. of 1,000 B. t. u. equivalent gas. In the winter of 1951-52 the plants were 
operated 8 days and produced a total of 9,130 M. ¢c. f. Mr. Schiesz, president 
of Indiana Gas, who conducted the negotiations relating to a new contract on 
behalf of Indiana Gas, testified that after his company’s experience in the winter 
of 1950-51, Indiana Gas “then started to discuss with Panhandle the need for 
the looping of the facilities, or some remedy to increase or improve the supply 
of gas into these two areas.” A most important consideration, also, was the 
fact that Indiana Gas was faced with the problem of getting 6,000 additional 
M. c. f. of gas, 2,000 M. c. f. for the Aluminum Co. of America in the Crawfords- 
ville Division, and 4,000 M. c. f. for Chrysler Corporation in the Newcastle 
Division. In that connection, Mr. Schiesz testified : 

. * With this problem we are faced with, of getting this additional 
gas to Chrysler and Aluminum, we had to resolve the thing and get some- 
thing started, * * *. If it had not been for that fact, I would have prob- 
ably delayed my negotiations or the signing of that contract a little 
longer * * *, 


During the latter part of December 1950, and during January and February 
1951, a series of conferences were held between representatives of Panhandle 
and Indiana Gas in an effort to find a basis on which to negotiate a new service 
agreement. In the course of these negotiations, Mr. Schiesz testified, he re- 
quested Panhandle to loop its existing Crawfordsville and Lebanon laterals in 
order to improve Indiana Gas’ supply situation. Panhandle, Mr. Schiesz said, 
refused to do so." Schiesz’s next offer was that Panhandle lease to Indiana Gas 
its Crawfordsville and Lebanon laterals for the term of the new service agree- 
ment then under negotiation, but Panhandle refused to do that. The next offer 
was that Indiana Gas buy those laterals and accept delivery of all gas at Pan- 
handles’ main line, Indiana Gas to undertake whatever looping of the facilities 
might be required. Panhandle again declined. Schiesz’s next proposal was 
that if Indiana Gas built the looping laterals, Panhandle would operate them.* 

In response to a letter written by Indiana Gas specifying the terms and condi- 
tions upon which it was willing to execute a new service agreement, Panhandle 
raised 3 important issues, one as to the points at which delivery pressures would 
be established, another as to the use that could be made of the gas purchased 
from Panhandle, and a third as to Indiana Gas’ unrestricted right to nominate 
additional volumes of gas. At a conference held subsequently, Panhandle’s 
representative said that his company could not agree to the pressures demanded 
by Indiana Gas at the Crawfordsville and Lebanon metering stations but would 
agree to maintain main-line take-off pressures of 440 pounds and 375 pounds 
per square inch gage for the Crawfordsville and Lebanon laterals, respectively, 
and to the pressures demanded by Indiana Gas at the other delivery points in 
its North System. Panhandle also wanted Indiana Gas to designate the amounts 
to be delivered at each delivery point, and preferred a contract term of only 
10 years. Panhandle agreed to make other concessions but insisted, the evi- 
dence shows, that Indiana Gas “withdraw” the letter of above referred to. 
Indiana Gas, after considerable discussion, agreed to that condition. 

On March 15, 1951, a new service contract was entered into. The contro- 
versy over the term of the contract was compromised at 15 years. Indiana Gas 


7 They definitely so advised Mr. Schiesz in the latter part of February 1951. 
8 Indiana Gas has no records which show any such requests or refusals. The offers to 
purchase or lease have since been withdrawn. 





INDIANA GAS & WATER CO., INC., ET AL. 575 


agreed, although unwillingly, to the designation of pressures of 440 pounds and 
375 pounds per square inch at the main-line take-offs of the Crawfordsville and 
Lebanon laterals, respectively. Otherwise the conditions stated by Indiana Gas 
appear to have been resolved in its favor. Indiana Gas was not required to 
specify the volumes to be delivered at particular delivery points, and no restric- 
tion was placed upon the use of the gas. Nothing was said in the contract 
about the construction of additional lateral capacity by either Indiana Gas or 
Panhandle. 

On March 28, 1951, Indiana Gas wrote Panhandle a letter the purpose of 
which was “* * * to evidence certain understandings between us on subjects 
not covered by such contract [of March 15th].” That letter specified that (a) 
the letter of February 10, 1951, in which Indiana Gas had stated the terms and 
conditions on which it was willing to execute the new service agreement was 
“to be deemed withdrawn and treated as though it had not been sent’,® (b) 
Indiana Gas was to build, as soon as it was feasible to do so, new Crawfords- 
ville and Lebanon laterals and Panhandle was to relocate its Crawfordsville and 
Lebanon meter and regulator stations, and (c) Panhandle was to operate and 
maintain the two new lateral lines to be constructed by Indiana Gas upon their 
completion. 

On April 24, 1951, Indiana Gas filed with the Petroleum Administration for 
Defense an application for priorities assistance for the purchase of the pipe 
sought in connection with the looping by Indiana Gas of the Crawfordsville 
and Lebanon laterals. 

On June 13, 1951, this Commission issued its opinion No. 214, 10 F. P. C. 185, 
In the Matters of Panhandle Eastern Pipe Line Co., docket No. G—1116 et al., in 
which it approved the form of tariff which would be applicable to volumes of 
gas delivered from the Panhandle system when the capacity of that system had 
been increased by additional natural gas supplies from the Trunkline project. 
Among other things, the Commission therein found it appropriate and requisite 
to require customers affected by the tariff to fix and specify their contract de- 
mands for their day-to-day requirements by executing a service agreement in 
the form set forth in the tariff. This tariff required two important alterations 
in the service agreement of March 15, 1951. The method of determining billing 
demand was changed substantially and it was required that there be designated 
in the agreement the points of delivery, if more than one, and the maximum 
daily obligations and the delivery pressure at each of such points. 

The billing demand was defined in the approved tariff as the greatest quantity 
of gas delivered under the rate schedule on any day during the billing month, 
but would not be higher than the contract demand for the month nor less than 
90 percent of the contract demand for the month. Perhaps it should be noted 
that neither the approved form of tariff nor the prescribed form of service agree- 
ment contained any provisions respecting the construction of lateral lines, by 
seller or purchaser. 

On July 10, 1951, Indiana Gas and Panhandle entered into a new service 
agreement conforming to the requirements of the approved tariff and the Com- 
mission’s order with respect thereto, for a supply of gas for Indiana Gas’ North 
System. In that agreement the maximum contract demand was fixed, not at 
40,000 M. ¢c. f., the amount fixed in the agreement of March 15th, but 45,000 


®° Whatever may have been the writer's intent at the time, it is clear from the use to 
which it was put at the hearing that the letter has not been so considered or so treated. 
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M. c. f.° Actually the difference is one not of obligation to take on the part 
of Indiana Gas, but of obligation to deliver by Panhandle since the maximum 
billing demand for a particular month might be as little as 90 percent of that 
amount, or 40,500 M. c. f. The maximum daily delivery volumes at the points 
indicated were set out in the agreement as follows: 























Maximum daily delivery obligation—M. c. f. 
Point of delivery ] | | | | | 
Jan., Feb., | 
| Mar., Nov.,| April May | June July Aug. Sept. Oct. 
Dec. | 

SIONS bccckccuneoveccun 20, 500 | 15, 400 11, 500 9,500 | 7,900 8, 300 | 10, 800 13, 500 
RN iene catia oe 5, 600 4, 100 3, 000 2, 300 1,800 | 2,100 2, 800 3, 800 
Noblesville os ciel 2, 700 1, 400 1,000 700 500 600 850 1, 200 
> ‘. 2, 000 1, 000 750 600 350 900 1,150 1, 000 
Newcastle. _.-- 11, 500 | 10, 200 9, 800 8, 900 9,700 | 10,500 | 11,900 12, 000 
Huntington--. 2, 700 1, 500 1, 250 1,000 850 850 1, 400 1, 500 
chick atm iiconmentetend 45, 000 | 33, 600 | 27,300 | 23,000 | 21,100 | 23,250 | 28, 900 | 33, 000 








The new service agreement provided that the points of delivery for the Craw- 
fordsville and Lebanon areas would be at the point of connection between Pan- 
handle’s main pipeline and the lateral pipeline or lines running north to Craw- 
fordsville and Lebanon, respectively. The delivery pressures at those delivery 
points were to be 440 pounds per square inch gage for the Crawfordsville lateral 
and 375 pounds for the Lebanon lateral. The agreement further provided that 
Indiana Gas would have the right to build, at its own cost and expense, a new 
lateral line to loop either or both of the old lines, in which event Panhandle 
agreed to operate such facilities. Further, it provided that until such time as 
such additional facilities were completed and placed in operation by Indiana 
Gas, Panhandle’s maximum daily delivery obligation would not exceed 38,000 
M. c. f. for Indiana Gas’ entire North System, 15,000 M. c. f. at Crawfordsville, 
and 4,000 M. c. f. at the Lebanon delivery points. The testimony is that this 
latter provision was inserted at Panhandle’s request. It may reasonably be in- 
ferred from that circumstance that Panhandle considered those amounts as the 
delivery capacities of its Crawfordsville and Lebanon laterals, respectively. 

Despite the 45,000 M. c. f. contract demand in the service agreement of July 
10, 1951, in its opinion No. 218 and the accompanying order establishing service 
rules and regulations for Panhandle, in the matter of Panhandle Eastern Pipe 
Line Co., docket No. G—1116, et al., issued August 31, 1951, 10 F. P. C. 328, the 
Commission designated 38,000 M. c. f. as the “Prescribed minimum delivery vol- 
ume” for Indiana Gas for the winter 1951-52. In opinion No. 218—A dated Octo- 
ber 12, 1951, 10 F. P. C. 361, the Commission explained its earlier action as 
follows: 

* * * The general service agreement had specified 45,000 M. ec. f., but 
the record and the service agreement showed that until a new lateral looping 
existing lateral lines, is constructed, the lateral capacity does not exceed 
38,000 M. c.f. While it was shown that the new looping lateral could be com- 

pleted by Indiana Gas & Water Co., Inc., by December 1951, the record did 
not show that such new transmission facilities had been authorized by the 


7 The evidence shows that in fixing this amount, Indiana Gas took into account the 
estimated requirements of its industrial customers and included about 4,500 M. ec. f. for 
the Aluminum Co. of America at Lafayette, and an increased amount of 4,000 M. ec. f. 
for Chrysler Corp.’s Newcastle plant. The quantities fixed in these contracts were deter- 
mined entirely by Indiana Gas. 
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Commission or that either Indiana Gas or Panhandle had applied for a 
certificate of public convenience and necessity * * *. 


Whereupon the Commission ordered that its earlier order be modified to pre- 
scribe 44,793 M. c. f. for Indiana Gas in lieu of the 38,000 M. c. f. previously pre- 
scribed, but “* * * conditional upon (1) the filing by Indiana Gas & Water 
Co., Inc., of an application under section 7 (c) of the Natural Gas Act, (2) the 
authorization, or the disclaimer of jurisdiction, by the Commission of the con- 
struction and operation of new lateral facilities looping existing lateral lines as 
proposed by Indiana in its testimony in that proceeding. Until said conditions 
are met, the prescribed volume shall remain at 38,000 M. ¢ f. in lieu of 44,793 
pe 

Discussion of the evidence.—Despite the fact that in its original application 
in docket No. G-1813 Indiana Gas attributed the necessity for the construction 
by it of the facilities described therein to the refusal by Panhandle to assume 
the cost of increasing the delivery capacity of its Crawfordsville and Lebanon 
laterals, it does not appear to be that applicant's contention that it was or is 
the unqualified and unconditional obligation and responsibility of Panhandle to 
loop those lateral lines to the extent necessary to enable Panhandle to deliver 
gas to the Crawfordsville and Lebanon areas in the volumes, at the times and 
at the pressures desired by Indiana Gas in order that the latter can, without 
further expense to it in the way of plant investment or otherwise, distribute 
that gas throughout those distribution areas. 

Although Indiana Gas did request Panhandle to loop those facilities, that 
action was not one of the conditions stated in the letter which Indiana Gas 
wrote to Panhandle on February 10, 1951, and in which the writer expressed with 
particularity the terms and conditions upon which Indiana Gas was willing to 
execute a new service agreement. Mr. Schiesz conceded that in the negotiations 
preliminary to the contracts of March 15 and July 10, 1951, every one was trying 
to find a solution to the problem and everything that was done was done in good 
faith. Subsequently he testified that, “The agreement which was made on July 
10, 1951, was made in good faith and based on the statements that had been made 
to me. We went ahead and spent these $500,000 or $600,000 and we never in- 
tended at any time to raise the question until this G-1976 application was filed 
* * *” He said that “if Panhandle had not applied for authorization in G—1976 
and G-—2037, Indiana Gas would never have filed the complaint in docket No. 
G-2023.” 

Earlier he had testified that if it was Panhandle’s policy to require those who 
wanted additional supplies of gas to build the additional lateral capacity required, 
he was willing to conform to that policy. On that point Mr. Schiesz testified that 
Panhandle’s management told him that they would not build any more laterals 
for anyone. But here there is a direct conflict of testimony. Mr. Edward Bud- 
drus, president of Panhandle since 1943 and one of those who, Mr. Schiesz testi- 
fied, informed him of the change in Panhandle’s lateral policy, testified that there 
had been no change in that policy in the preceding 94] years, and that he had 
never made to Mr. Schiesz any statement to the effect than Panhandle had 
changed its lateral policy and did not in the future propose to construct addi- 
tional lateral facilities for anyone under any circumstances. Mr. Buddrus said, 
however, that he did tell Mr. Schiesz that Panhandle was not willing to con- 
struct such additional facilities for Indiana Gas under the circumstances 
prevailing. 

Whether Mr. Schiesz was or was not misled into believing that Panhandle 
had adopted the policy of not making improvements in lateral capacity for 
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anyone and on that assumption entered into the service agreements of March 
15 and July 10, 1951, the fact remains that within a week after the publication 
in the Federal Register of notice of the application in docket No. G—1976 
Indiana Gas filed the complaint in docket No. G-2023. 

Panhandle contends that the agreements of March 15, 1951, and July 10, 1951, 
and the letter agreements supplemental thereto were arrived at by the parties 
in good faith and in a sincere effort to meet the problems involved in providing 
increased service to and on Indiana Gas’ Crawfordsville and Lebanon laterals; 
and that an agreement which the parties reached under such arms length 
bargaining “ should not be- modified so as to relieve one of the parties from its 
undertakings upon which the other had relied. 

In Texas Eastern Transmission Corp. et al., 8 F. P. C. 1389, 149, the Commission 
said: “* * * Contract obligations mutually assumed are not to be disregarded 
with impunity.” But, in that decision it went on to say: “However, a ‘natural- 
gas company’ under the Natural Gas Act may not lawfully single out a particular 
customer, or a group of customers, and by contract grant a preference in 
service. * * *,” 

We deal here of course with the converse of that situation. The Commission 
has in some instances authorized the construction and operation by Panhandle 
of additional lateral capacity, and in other instances has been critical of Pan- 
handle because it has not provided such additional capacity. The question 
here, however, is not whether Panhandle by seeking and securing from the Com- 
mission authorization to increase lateral capacity for others of its customers 
has thereby granted an undue preference or advantage to them, but whether, 
by so doing, it has subjected Indiana Gas to undue prejudice and disadvantage. 

Indiana Gas’ complaint rests upon the fact that after refusing to improve its 
Crawfordsville and Lebanon laterals Panhandle filed an application, in docket 
No. G—1976, in which it sought authority to construct and operate lateral fa- 
cilities which wou!d increase its capacity to deliver gas to four others of its 
customers “ and an application, in docket No. G-2037 in which it sought authority 
to construct and operate facilities which would substantially increase the de- 
livery capacity of Panhandle’s so-called “Peoria lateral’ from which Panhandle 
serves a number of gas distributors in the general area of Peoria, Ill. 

In addition to the two applications set out above, Indiana Gas also refers 
to the fact that in 1951 Panhandle looped its so-called “Adrian lateral’ which 
serves Michigan Gas Storage Co. and Albion Gas Light Co. in Michigan. 

It is contended by Panhandle that differences in rates, practices and services 
which are reasonably predicated upon factual differences are not unduly 
discriminatory. That principle of law appears to be conceded by Indiana Gas, 
and the staff of the Commission agrees that different conditions may warrant 
differences in practices to customers which are not similarly situated. 

Staff counsel insist, however, that there is a striking similarity between the 
situation which exists between Panhandle and Indiana Gas and that which exists 
between Panhandle and the other customers for whom it has constructed ad- 


The evidence is convincing that in these negotiations both parties indulged in what 
is commonly referred to as, and freely admitted by Panhandle’s president to be, “horse 
trading.” 

12 Indiana Gas filed a petition to intervene in that proceeding but stated in its petition 
that it had no objection to the granting of the authorization sought by Panhandle provided 
Panhandle would undertake to acquire at the cost thereof to Indiana Gas, and operate 
the new Crawfordsville and Lebanon lateral lines. The Commission denied the petition 
for the reason that the granting of the relief sought by Indiana Gas did not appear 
appropriate to the proceeding in docket No. G—-1976. 
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ditional lateral capacity as set out in the applications to which reference is made 
above. As the staff points out, all of those purchasers of gas are engaged in 
the distribution of natural gas purchased in whole or in part from Panhandle, 
all of them have been customers of Panhandle for some time, most of them are 
general service customers, and all of them have been or are being served through 
laterals owned and operated by Panhandle. It is clear that if these are to be 
the criteria for the determination of whether by reason of its refusal to loop 
the Crawfordsville and Lebanon laterals Panhandle is subjecting Indiana Gas 
to undue prejudice and disadvantage, we need proceed no further. 

Panhandle insists, however, that there are differences between the conditions 
and the circumstances surrounding the service to those of its customers who 
would be benefited by the applications in docket Nos. G-1976 and G-—2037, and 
those surrounding its service to Indiana Gas which justify and require the 
difference in treatment which would result from the ownership and operation 
of the new Crawfordsville and Lebanon laterals by Indiana Gas. 

The facilities covered by the application in docket No. G-1976 would serve 
4 utility customers at 3 different points—Northern Indiana Public Service Co. 
(NIPSCO) at Fort Wayne, Ind.; Kokomo Gas & Fuel Co. and Indiana Gas & 
Water Co., Inc., at Tipton, Ind.; and Missouri Utilities Co. at Columbia, Mo. 


| The proposal to increase deliveries to Northern Indiana Public Service Co. 

at Fort Wayne involves the construction of 7.7 miles of 10-inch lateral extend- 

ing from Panhandle’s main line to an interconnection with the distributor’s 

facilities at Fort Wayne. Actually, the Fort Wayne lateral would be only par- 

tially looped. The estimated cost of construction of such looping as would be 
done is estimated at $194,000. 

; Fort Wayne has a population of about 136,000, while all of the other areas 

; served from this take-off point have a population of only about 8,000. NIPSCO 

has about 36,600 customers in the Fort Wayne area, of which 93 percent are 

3 in Fort Wayne proper. About 93 percent of the gas delivered to NIPSCO at 

, the Fort Wayne connection™ is sold in Fort Wayne proper. Deliveries to 

. | NIPSCO at the end of Panhandle’s lateral would be at 100 pounds per square 

> inch gage, which is the same as that previously required by that distributor. 

The gas not sold in Fort Wayne proper (only about 7 percent of the total) 

3 is transported by NIPSCO to more remote points on its system in the latter’s 

l lines carrying about 60 pounds pressure, which is the same as that re- 

quired for Indiana Gas’ Crawfordsville distribution system in the winter time. 

~ The transportation of that relatively small portion of the gas to those outlying 

7 areas does not contribute to Panhandle’s problem of delivery. The evidence 

lL is that NIPSCO has taken care of its own pressure problems by substantial 


t construction within its distribution area. 

As we have seen, in Indiana Gas’ Crawfordsville-Lafayette Division there is 
a total population of about 70,000 and in that distribution area Indiana Gas 
serves about 17,100 customers (supra, p. 561). While the record does not dis- 


Ww 


- close a breakdown of those figures with respect to population or customers as 
between the Crawfordsville and Lafayette areas, it does reveal that, of the total 
demands on Indiana Gas in its Crawfordsville-Lafayette Division on the max- 
imum day, approximately 17 percent was distributed in Crawfordsville and a 
substantial portion of the remaining 83 percent in the neighborhood of Lafayette, 
some 25 miles distant. Thus the Crawfordsville requirements are a relatively 
small portion of the total requirements of the division. 


Oo 


ne oe 


13There appear to be two other points of delivery to NIPSCO, both in the general area 
of Fort Wayne, but at which the deliveries are not important. 
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Similarly, we have seen that the Lebanon-Frankfort Division has a popula- 
tion of about 26,000 and Indiana Gas serves therein about 7,000 consumers. 
Of the total demands on the Lebanon-Frankfort laterals, less than 30 percent 
are in the Lebanon area, the remainder being in the vicinity of Frankfort. 

For comparative purposes Indiana Gas developed on the record the contract 
demands of NIPSCO for delivery at the Fort Wayne delivery point, for the 
summer months indicated, as compared with Indiana Gas’ total contract de- 
mands for its whole North System: 


April May 





| | | 
| | June | July | August | Sept. Oct. 
Indiana Gas_..-- vee ; anatase | 33, 600 | 27 on | sueee | oe, x00 | 23, 200 | 28, 900 33, 000 
NIPSCO...... ate Dasiciniie 2: 1,50 | 285, an a 24, 000 29, 800 
' 














The aggregate contract demand for these months for Indiana Gas’ whole North 
System is 190,150 M. c. f., as compared with the single delivery to NIPSCO at 
Fort Wayne of 160,650 M. c. f. However, it is believed that a more realistic 
comparison would be between the contract demands upon the facilities which are 
under discussion hete and those upon the facilities which Panhandle proposed to 
construct for the benefit of NIPSCO. Those figures would be as follows: 


| | 








Apr. May | June | July | Aug. | Sept. Oct. 
Indiana Gas—Crawfordsville__...............| 15,400 | 11, 500 | 9, 500 7, 900 8, 300 10, 300 | 13, 500 
ig as chal 4, 100 3,000 | 2,300 1, 800 2,100 | 2,800; 3,800 
SN dich ateuistinde cneneticedieunabingnls 31, 500 25, 400 20, 500 | 14, 800 | 24, 000 | of 000 29, 800 





Indiana Gas and NIPSCO being both in Panhandle’s Eastern Zone pay Pan- 
handle the same demand charge. 

A comparison of the actual takes of Indiana Gas with those of Northern Indi- 
ana Public Service Co. shows that generally those of Indiana Gas for its entire 
North System were greater than those to NIPSCO for distribution in the Fort 
Wayne area. Thus on the peak day of 1950-51 which was common to them 
both, Indiana Gas’ take from Panhandle was 32,458 M. c. f. compared with a take 
of 26,794 by NIPSCO. 

The annual volumes of natural gas purchased from Panhandle by NIPSCO and 
Indiana Gas (the latter in total for the North System and broken down for the 
Crawfordsville and Lebanon Divisions) in the years indicated (in M. c. f.) were 
as follows: 








| 1948 «| (1949 1950 | 1951 
| | | 
-_ \ ~ 
| 

NIPSCO._._.. ial i a aad werenenanbau | 4, 880,392 | 3, 798, 863 | 4, 569, 287 5, 122, 049 
Indiana Gas (total) - ide eidaete pawice | 4,534,679 | 4,695, 477 | 5, 799, 852 6, 435, 827 
Crawfordsville Division. aie gutitians tik 2, 183,150 | 2, 228, 903 | 2,795, 481 3, 027, 844 
Lebanon Division..-- Seca teeiiaat ions deine 717, 015 685, 103 861, 576 911, 872 





These figures reveal quite clearly that if the comparison is to be made on a 
company basis, Indiana Gas has had in the later years the advantage over 
Northern Indiana Public Service. However, if the existence of each lateral is 
to rest upon its own economic feasibility, the Fort Wayne lateral has much 
more substantial support. 
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The facilities with which Panhandle proposes to increase the supply of gas 
at the Tipton delivery point consist of 7.15 miles of 6-inch line which would extend 
from Panhandle’s main line to a point just north of Tipton, Ind. Those facil- 
ities would cost approximately $113,000. They would serve both Kokomo Fuel 
& Gas Co., which purchases gas from Panhandle at a point adjacent to, and just 
north of, Tipton and transports it a distance of about 12 or 13 miles for local 
distribution in Kokomo, Ind., and Indiana Gas, which purchases its supply of 
gas at the town border of Tipton and distributes it locally. The evidence shows 
that Panhandle has adequate pressures at that delivery point to take care of 
that situation. 

Panhandle proposes in docket No. G—1976 to construct 7.23 miles of 6-inch 
lateral extending from its main line to Columbia, Mo. These facilities would 
cost an estimated $114,000, and the gas delivered by Panhandle at the delivery 
point would be distributed locally. 

The facilities involved in docket No. G-2037, which would increase the capac- 
ity of the so-called “Peoria lateral,” would contribute to the delivery of gas to 
5 distributing companies serving at least 7 different major distribution areas. 
The Peoria lateral is a 16-inch pipeline about 60 or 70 miles long, and from it 
Panhandle sells upward of 100 million cubic feet of gas a day. Mr. Buddrus, 
president of Panhandle, testified that he considers this lateral a part of Pan- 
handle’s main line system. 

The Maumee lateral is only about 10 or 12 miles in length and serves two very 
substantial customers. Generally, Panhandle has laid laterals to a common 
point to serve two or more customers. 

The Adrian tap, sometimes called the “Michigan tap” and sometimes the 
“Adrian lateral,” is a segment of Panhandle’s line which extends from the main 
transmission system upward from the so-called “Michigan North line.” The 
purpose of the Adrian tap was to augment deliveries of gas to Panhandle’s num- 
erous customers in Michigan. 

The Muncie lateral is an 18-inch line running east from a point near Pan- 
handle’s Zionsville compressor station to Muncie, Ind., and beyond. It serves 
a number of utilities along its extent, including Indiana Gas’ Newcastle division. 

Mr. F. H. Robinson, a vice president of Panhandle, testified that one of the 
primary reasons why Panhandle was unwilling to loop the Crawfordsville and 
Lebanon laterals as requested by Indiana Gas was that the increased volume 
of gas requested did not appear sound. He said that the maximum daily volumes 
of gas which Indiana Gas had taken on winter days, and Indiana Gas’ coinci- 
dental maximum daily deliveries, indicated that the company’s estimates of its 
load requirements were excessive. 

At the time of the negotiations in October 1950, Indiana Gas’ largest coinci- 
dental maximum day requirements at Crawfordsville had been 13,123 M. ec. f. 
When the contracts of March 15, 1951, and July 10, 1951, were executed, the 
largest coincidental maximum day deliveries at the Crawfordsville division 
delivery point had been 15,649 M. c.f. The daily average deliveries at that point 
for the month of December 1950 was 12,892 M. c. f. which was the largest daily 
average for any month through the month of July 1951. The daily averages for 
the months of July and August 1951, and for the same months in 1952, were 
below 5,000 M. c. f. a day. 

The basic information which, Mr. Schiesz testified, Indiana Gas considered in 
connection with its negotiations with Panhandle, and on which it predicated the 
contract demand of 45,000 M. c. f. in the July 10, 1951, contract, was: 

On February 7, 1951, the actual demands on Indiana Gas’ North System were 
32,458 M. ec. f. and on that day Indiana Gas’ liquid petroleum plants manufac- 
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tured 3,135 M. c. f. of 1,000 B. t. u. equivalent gas. In making its estimates 
Indiana Gas allowed 1,000 M. ec. f. for normal growth for residential customers 
during the year 1952-53 and it was assumed that one-half of the interruptible 
load would be “firmed up,” thereby adding about 2,200 M. c. f. for that purpose. 
To the aggregate of those figures there was added 4,000 M. c. f. for the anticipated 
increase in demands of the Chrysler Corp. plant at Newcastle, Ind., and 2,000 
M. c. f. additional for an expected increase in firm demand of the Aluminum Co 
of America plant at Lafayette. The total of the foregoing figures is 44,793 M. c. f., 
and that is the amount conditionally prescribed in the Commission’s opinion 
No. 218-A. 

Actually, because of changes in their plans neither Chrysler Corp. nor Alum- 
inum Co. of America has taken any of the additional gas provided for them in 
those estimates. Actually, also, the highest demand Indiana Gas had had since 
the execution of the new service agreement was 33,000 M. c. f. Fortunately for 
Indiana Gas, because of the restrictions on the contract demand in the service 
agreement pending the completion and operation of the new lateral facilities, 
and the limitations specified in opinion No. 218-A resulting therefrom, Indiana 
Gas has been charged on the basis of a contract demand of 38,000 M. c. f. rather 
than 45,000 M. c. f. 

The evidence shows that the known declines in take reflected above combined 
with the requirement in the tariff and the service agreement to specify the 
quantities to be taken at the several delivery points will make it difficult for 
Indiana Gas to dispose of the volumes of gas contracted for unless it takes 
on a large amount of space heating. However, the evidence indicates that 
Indiana Gas will be able to and will do just that. 

It is recognized, though, that space heating adversely affects the load factor, 
and Mr. Robinson testified that the general load factor has a decided bearing 
upon the question of the expansion by Panhandle of its facilities. It is not 
economical, the witness said, to have idle capacity and attendant large costs 
where such capacity would be used only for a few days during the year. There- 
fore, after considering the problem presented by Indiana Gas’ request to in- 
crease the delivery capacity of the Crawfordsville and Lebanon laterals, Pan- 
handle’s management decided that it would not be economically advisable to 
provide the construction that would be entailed by the pressures which Indiana 
Gas insisted upon at the Crawfordsville metering station. And that was 
similarly true with respect to the Lebanon lateral. 

Indiana Gas is, of course, on a demand and commodity-rate basis, but the 
billing demand can be no higher than the contract demand nor less than 90 
percent of the contract demand for the billing month. Furthermore, Indiana 
Gas was permitted to, and did, fix the contract demand for the 7 summer months 
at amounts substantially below the contract demand for the 5 winter months. 
These circumstances would not result in serious hardship to Panhandle if 
the latter were able readily to dispose of the gas which Indiana Gas should 
fail to take, but since the Trunkline gas became available that has not been 
the case. The testimony is that in off-peak periods Panhandle’s excess capacity 
is substantial. 

The record clearly discloses that the principal obstacle to agreement between 
Panhandle and Indiana Gas in their negotiations for a new service agreement was 
the matter of pressures *—more specifically the residual pressures at Craw- 


* Panhandle asserts that since Trunkline gas became available on October 1, 1951, the 
problem of service to Indiana Gas at Crawfordsville and Lebanon has not been one of 
quantities of gas but rather one of pressures. 
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fordsville and Lebanon demanded by Indiana Gas. All during the discussions 
the pressures required by Indiana Gas at the Crawfordsville and Lebanon 
delivery points in order to get the gas up to the northern portions of those di- 
visions at the pressures desired there by Indiana Gas was most vital, and that 
is where the negotiators were “wide apart.” Panhandle felt that 175 pounds 
per square inch was what it could deliver at Crawfordsville. 

The testimony presented by Indiana Gas is that in order to distribute the gas 
in the Lafayette area it must reach that neighborhood at between 80 and 85 
pounds pressure, and to accomplish the same purpose it must reach the Frank- 
fort gate at about 40 pounds. Such pressures at those more distant points 
would require inlet pressures on the Lafayette lateral of 225 pounds and on the 
Lebanon lateral of 150 pounds. 

Panhandle’s evidence shows that with a pressure into the Lafayette lateral 
at Crawfordsville of 175 pounds and assuming that 1,200 M. c. f. were being taken 
off for Attica and a terminal pressure of 50 pounds at Elston, the Lafayette re- 
ceiving point, the delivery capacity of the Lafayette lateral would be about 
15,000 M. c. f. a day at a uniform rate of 625 M. c. f. per hour. The negotiations 
for the new service agreement contemplated total maximum daily deliveries to the 
Crawfordsville division of 21,300 M. c. f. of which 3,300 M. ec. f. would be taken 
off for Crawfordsville and the remainder would be transported up the lateral 
for distribution north of Crawfordsville. With a 225-pound inlet pressure and 
a terminal pressure of 50 pounds at Elston, the capacity of the Lafayette lateral 
would be very close to 20,000 M. c. f. a day, at a uniform hourly rate of 833 M. c. f. 
Thus the increase in inlet pressure of 50 pounds under those conditions would re- 
sult in an increase in delivery capacity of 5,000 M. c. f. a day. Panhandle’s 
evidence shows that the same result could be achieved by looping approximately 
16 miles of the Lafayette lateral with 8-inch pipe. 

This would not, however, accomplish the results desired by Indiana Gas. 
The latter’s engineer testified that his computations showed that neither 
additional looping north of Crawfordsville nor the installation of compression 
there would give Indiana Gas the volumes of gas desired at Elston at the pres- 
sures desired there. Actually, Mr. Schiesz said that what happened north 
of the two delivery points was no concern of Panhandle. 

Section 10 of the general terms and conditions of the tariff of Panhandle East- 
ern Pipe Line Co., authorized by the Commission in its opinion No. 214, 10 F. P. C. 
185, provided, in part, as follows: 


Seller shall use due care and diligence to furnish gas to buyer at such 
uniform pressure as buyer may require up to but not exceeding the pressure 
available in the transmission pipeline of seller at the point of delivery; 
provided, however, that seller shall be obligated to deliver gas at the pres- 
sure provided for in the service agreement. * * * But no buyer shall be 
required in executing the service agreement, to agree to pressures less than 
theretofore obtaining at the delivery points of connection. 


In its opinion No. 214—A, 10 F. P. C. 322, the Commission said “In order to 
avoid discrimination in service among localities and customers we are of the 
opinion that the tariff should contain a provision specifying a minimum delivery 
pressure set forth above,” and added the clause “nor to pressures of less than 
50 pounds per square inch gage” to the language quoted above. 

It appears, therefore, that with respect to the matter of pressures the service 
agreement conforms to the provisions of the authorized tariff. The old con- 
tract pressures at Crawfordsville and Lebanon were 175 and 150 pounds, respec- 
tively, and the maximum pressures theretofore obtaining appear to have been 
180 and 120 pounds, respectively. 
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However, in the new contracts entered into between Panhandle and its cus- 
tomers the delivery pressures generally were increased over the old contract 
pressures and above the maximum pressures theretofore obtaining. In the case 
of Northern Indiana Public Service Co’s. deliveries at Fort Wayne the pressure 
specified in the new contract was 100 pounds as compared with the old contract 
pressure of 75 pounds and a pressure theretofore obtaining of 115 pounds. 
There, then, there was not involved the question of increasing pressures. 
But, under the old Kokomo Gas & Fuel Co. contract the pressure prescribed was 
100 pounds, the pressure theretofore obtaining was 175 pounds and the pres- 
sure provided in the new contract was 250 pounds—quite a substantial increase. 

Substantial increases in pressure were also granted to numerous others of 
Panhandle’s customers. Consequently, even though it does appear to be the 
desire and objective of Indiana Gas to have Panhandle provide it with the 
pressures Indiana Gas requires in order to deliver and distribute the gas in 
the more remote portions of its Crawfordsville and Lebanon Divisions rather 
than to incur the expense thereof itself, as is contended by Panhandle, the fact 
remains that Panhandle is providing substantially similar service for others of, 
its customers. Upon consideration of all of the evidence of record, it is con- 
cluded that, while there are substantial differences in the circumstances and 
conditions under which deliveries of gas are made by Panhandle to Indiana 
Gas, and those under which Panhandle delivers gas to others of its customers 
generally, and which such differences result in differences of cost of such 
services, they are not such as would justify the difference in ultimate cost of 
gas resulting from the difference in the manner in which Indiana Gas is treated 
with respect to its such deliveries. 

Having reached that conciusion, it becomes necessary in the light of Indiana 
Gas’ prayer that the Commission order Panhandle to purchase from Indiana 
Gas and to operate at its own expense the Crawfordsville and Lebanon laterals 
constructed by Indiana Gas, to give consideration to another phase of the 
evidence. 

The record reveals that Indiana Gas’ representatives checked all of the specifi- 
eations which they proposed to employ in connection with the construction of 
the proposed laterals except pipe sizes, with Panhandle’s standards of safety 
and its specifications relating to materials and workmanship, and that such 
specifications conform. It also shows that it was Mr. Schiesz’s decision as 
to the size of pipe to be used in both laterals and that in determining the capa- 
cities of the proposed lines he was looking well into the future. 

The combined delivery capacity of the old and the new Crawfordsville laterals 
is estimated at 36,000 M. c. f. a day at the pressures fixed in the service agree- 
ment, whereas for the purpose of delivering 16,300 M. c. f. of gas to Lafayette 
under the provisions of the service agreement no such capacity is needed. Like- 
wise, the combined delivery capacity of the 2 Lebanon laterals is almost 17,000 
M. c. f. or about twice the capacity required for the contract deliveries to Lebanon 
and Frankfort. It appears from the evidence, therefore, that although the 
additional lateral facilities will be needed on peak days, the extent to which 
and the time during which they will be required would be extremely limited. 
Consequently, if Panhandle were required to provide facilities adequate to 
deliver to Indiana Gas the volumes of gas specified in the service agreement 
and at the pressures specified therein, it still would not be necessary for Pan- 
handle to install facilities the same as or the equivalent of those which Indiana 
Gas has constructed. Therefore, even though it may be concluded that Pan- 
handle, by reason of the practices which it is pursuing in connection with its 
deliveries to Indiana Gas, is subjecting the latter to undue prejudice and dis- 
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advantages within the contemplation of section 4 (a) of the Natural Gas Act 
(and without in anywise undertaking to determine here whether the Commission 
has or has not the authority to compel such action) it is believed that Pan- 
handle cannot reasonably be required to purchase from Indiana Gas and operate 
at its own expense the Crawfordsville and Lebanon laterals. 

To require Panhandle to purchase from Indiana Gas and to operate at its 
own expense those lateral facilities which Indiana Gas has constructed would 
result, it is believed, not in removing discrimination but rather in perpetuating 
and aggravating such a condition as between Indiana Gas and others of Pan- 
handle’s customers. There are, the evidence shows, others of Panhandle’s cus- 
tomers who have had to build additional lateral facilities and others who have 
had to build laterals to Panhandle’s main line or points very close thereto. 
Furthermore, no reasonable basis can be seen for requiring new customers de- 
siring service from Panhandle to construct intervening facilities if Panhandle is 
to be required to continually supplement the delivery capacity to its earlier 
customers. 

Fundamentally we are concerned here not with facilities but with rates. In- 
diana Gas is not contending that it is necessary or desirable in the public interest 
that Panhandle extend or improve its transportation facilities under the pro- 
visions of section 7 (a) of the act. Such a course was open to Indiana Gas from 
the very beginning, but it did not choose to pursue it. 

Since the finding is made herein that with respect to its deliveries of gas to 
Indiana Gas, Panhandle is subjecting that customer to undue prejudice and 
disadvantage, there should be established by order in this proceeding the just and 
reasonable practice to be hereafter observed and in force. That, however, is not 
possible in the present state of this record. Indeed, it appears that the only 
way in which undue prejudice and disadvantage can be eliminated from Pan- 
handle’s lateral situation is through an overall investigation of the entire 
problem. 

The crux of the problem is recognized by Mr. Schiesz in his testimony. If 
*anhandle is going to be required, or even if it is permitted, to build laterals for 
some of its customers and (as it would be of course) the cost thereof is included 
in its rate base, those for whom Panhandle has not constructed such facilities, or 
facilities of lesser cost, must inevitably be at a disadvantage. It is obvious, 
however, that the situation cannot be met in this proceeding. 

Since the record herein does not afford a basis upon which there may be de- 
termined the just and reasonable rate, charge, rule, regulation, or practice to 
be hereafter observed and in force, the responsibility must be placed upon Pan- 
handle to take such steps as may be required to place Indiana Gas upon an 
equal footing with its other customers with respect to the deliveries of the con- 
tract volumes of gas at the contract pressures. 

Consideration should be given, too, to the provision of the service agreement of 
July 10, 1951, which fixes the points of delivery to the Crawfordsville and Leba- 
non Divisions at the points of connection between Panhandle’s main pipeline 
and the lateral pipeline, or lines, running north to Crawfordsville and Lebanon, 
respectively, and to the provision which establishes the delivery pressures at 
those points of delivery. Paragraph 8 of the general rules and conditions in 
the tariff approved by the Commission in opinion No. 214 provides: 


The point of delivery, in each instance, shall be at the outlet side of seller's 
measuring station at the point of connection between the facilities of seller 
with those of bnyer as set forth in the service agreement. 
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The outlet side of seller’s measuring station is, in each inStance, at the down- 
stream end of Panhandle’s lateral lines. Nevertheless, under the provisions of 
the service agreement, the delivery point that effects the deliveries made over 
those lines would be not at the downstream end of seller’s facilities, but at the 
main line or upstream end thereof. It is concluded, therefore, that at least to 
the extent that the delivery point fixed in the contract relates to deliveries made 
through Panhandle’s lateral lines, the provisions of the contract violate those 
of the tariff. In that respect, too, the violation of the tariff constitutes and 
results in discrimination against Indiana Gas. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record herein, including all of the evidence 
adduced and the briefs filed, the presiding examiner finds and concludes that: 

(1) Indiana Gas & Water Co., Inc., the applicant in docket No. G—1813, and 
the complainant in docket No. G-2023, is a “natural-gas company” within the 
meaning of the Natural Gas Act. 

(2) Panhandle Eastern Pipe Line Co., the applicant in docket No. G-1937 and 
the defendant in docket No. G—2023, is a “natural-gas company” within the 
purview of the Natural Gas Act. 

(3) The facilities, authorization for the construction and operation of which 
is sought by Indiana Gas & Water Co., Inc., in its application, as amended, in 
docket No. G—1813, are or will be required by the present or future public con- 
venience and necessity. 

(4) Indiana Gas & Water Co., Inc., although being then a “natural-gas com- 
pany” within the purview of the Natural Gas Act, did undertake the construction 
of, and did substantially complete and place in operation, certain natural gas 
pipeline facilities more particularly described in the application filed by Indiana 
Gas & Water Co., Inc., in docket No. G—-1813 and with which such facilities the 
applicant therein proposed to engage in the transportation of natural gas 
subject to the jurisdiction of the Commission, and did actually so engage, without 
there being in force, with respect to such natural-gas company and such facilities, 
a certificate of public convenience and necessity issued by the Commission au- 
thorizing such acts or operations, all wilfully and knowingly in violation of the 
Natural Gas Act. 

(5) Indiana Gas & Water Co., Inc., has not established by the evidence in this 
record that it is able and willing properly to do the acts and to perform the 
service proposed in its application filed in docket No. G-1813, and to conform 
to the provisions of the Natural Gas Act and the requirements, rules and regu- 
lations of the Commission thereunder. 

(6) The present and future public convenience and necessity permit the 
abandonment of Panhandle Eastern Pipe Line Co. and disposition to Indiana 
Gas & Water Co., Inc., of the facilities, authorization for the abandonment and 
disposition of which is sought by Panhandle Eastern Pipe Line Co., the applicant, 
in docket No. G—1937. 

(7) The present and future public convenience and necessity require the 
acquisition and operation by Indiana Gas & Water Co., Inc., of the facilities, 
authorization for the acquisition and operation of which is sought in amendment 
No. 2 to the application filed by Indiana Gas & Water Co., Inc., in docket No. 
G-1813. 

(8) The present and future public convenience and necessity require the 
operation by Panhandle Eastern Pipe Line Co., subject to the conditions set out 
in the order attached hereto and made a part hereof, of the facilities, authori- 
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zation for the construction and operation of which is sought by Indiana Gas & 
Water Co., Inc., in its original application in docket No. G-1813, and authorization 
for the operation of which is sought by Panhandle Eastern Pipe Line Co., in 
docket No. G—1937. 

(9) Panhandle Eastern Pipe Line Co., on July 10, 1951, entered into with 
Indiana Gas & Water Co., Inc., a service agreement which is subject to the 
provisions of the Natural Gas Act and those of Panhandle Eastern Pipe Line 
Co.’s gas tariff on file with the Federal Power Commission, under the terms and 
conditions of which service agreement Panhandle Eastern agreed to sell and 
deliver to Indiana Gas & Water Co., Inc., at delivery points in said contract 
specified, up to 20,500 M. c. f. a day of natural gas for use and distribution in 
Indiana Gas & Water Co., Inc.’s Crawfordsville-Lafayette Division, and 5,600 
M. c. f. a day of natural gas for use and distribution in that company’s Lebanon- 
Frankfort Division. 

(10) The delivery points specified in the contract of July 10, 1951, referred 
to in finding (9) do not conform to the requirements of Panhandle Eastern 
Pipe Line Co.’s filed tariff, and such nonconformance results in undue prejudice 
and disadvantage to Indiana Gas & Water Co., Inc. 

(11) The facilities provided by Panhandle Eastern Pipe Line Co. for the 
delivery to Indiana Gas & Water Co., Inc., of the volumes of gas at the points 
indicated under the provisions of the contract referred to in finding (10) above 
are inadequate for the purpose of delivering such quantities of gas in accordance 
therewith. 

(12) Panhandle Eastern Pipe Line Co. is providing to and for the use of 
others of its customers facilities capable of delivering the contract volumes 
of gas fixed and agreed upon between the seller and the purchaser under service 
agreements similar to that existing between Panhandle Eastern Pipe Line Co. 
and Indiana Gas & Water Co., Inc., and referred to in finding (9) above. 

(13) Panhandle Eastern Pipe Line Co.’s failure and refusal to increase the 
delivery capacity of its Crawfordsville and Lebanon laterals adequately to de- 
liver the volumes of gas which it agreed to sell and deliver, and to which In- 
diana Gas & Water Co., Inc., is entitled under the contract of July 10, 1951, 
and without any adjustment or allowance in rates to compensate for the actual 
difference in cost of service, while at the same time providing such additional 
delivery capacity to others of its customers paying rates identical with those 
paid by Indiana Gas & Water Co., Inc., constitutes an unlawful discrimination 
in service among customers and undue preference and advantage to such other 
customers and undue prejudice and disadvantage to Indiana Gas & Water Co., 
Inc. 


ORDEB 


Wherefore it is ordered, subject to review by the Commission, on appeal or 
on its own motion as provided by its rules of practice and procedure, that: 

(A) The application by Indiana Gas & Water Co., Inc., in docket No. G-1813 
for disclaimer by this Commission of jurisdiction over the subject matter thereof, 
is denied. 

(B) The application, as amended, filed by Indiana Gas & Water Co., Inc., 
in docket No. G-1813 for a certificate of public convenience and necessity pur- 
suant to section 7 (c) of the Natural Gas Act authorizing the construction and 
operation by the applicant of certain additional natural gas pipeline facilities 
and related equipment, more particularly in the application described, is hereby 
denied. 
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(C) The application of Panhandle Eastern Pipe Line Co. in docket No. 
G-1937 for an order of the Commission authorizing the applicant to abandon 
and dispose of to Indiana Gas & Water Co., Inc., certain facilities, in such 
application more particularly described, is granted. 

(D) A certificate of public convenience and necessity be, and the same is 
hereby, issued, subject to the terms and conditions hereinafter set forth, au- 
thorizing Indiana Gas & Water Co., Inc., to acquire from Panhandle Eastern 
Pipe Line Co. and operate, the facilities, authorization for the construction, ac- 
quisition and operation of which is sought in amendment No. 2 to the applica- 
tion filed by Indiana Gas & Water Co., Inc., in docket No. G—1813, and which 
facilities the authorization for the abandonment and disposition of which by 
Panhandle Eastern Pipe Line Co. is ordered in paragraph (C) of this order. 

(E) The certificate of public convenience and necessity issued in paragraph 
(D) above is not transferable and shall be effective only so long as Indiana 
Gas & Water Co., Inc., continues the operations hereby authorized in accordance 
with the provisions of the Natural Gas Act, as amended, and any pertinent rules, 
regulations or orders heretofore or hereafter issued by the Commission. 

(F) A certificate of public convenience and necessity be, and the same is 
hereby, issued, subject to the conditions hereinafter set forth authorizing Pan- 
handle Eastern Pipe Line Co. to operate and maintain, for and on behalf of In- 
diana Gas & Water Co., Inc., in accordance with the relevant provisions of the 
service agreement of July 10, 1951, as amended by the letter agreement of Febru- 
ary 26, 1952, the facilities authorization for the construction and operation of 
which was sought by Indiana Gas & Water Co., Inc., in its original application 
in docket No. G-1813, and as more particularly described in that application. 

(G) The certificate of public convenience and necessity issued in paragraph 
(F) above is not transferable, shall be effective only so long as the service agree- 
ment of July 10, 1951, as amended, shall remain in effect, and only so long as 
Panhandle Eastern Pipe Line Co. continues the operations of those facilities in 
accordance with the provisions of the Natural Gas Act, as amended, and any 
pertinent rules, regulations or orders heretofore or hereafter issued by the Com- 
mission, including an order or orders having the effect of terminating prior to 
the expiration date set out therein the provisions of the agreement between 
Indiana Gas & Water Co., Inc., and Panhandle Eastern Pipe Line Co. under 
which the latter will operate and maintain such facilities. 

(H) Panhandle Eastern Pipe Line Co. to take, within 60 days from the date 
of the issuance of this order, appropriate steps to eliminate the unlawful dis- 
crimination found to exist in finding (13) above. 

Epwarp B. MarsH, 
Presiding Examiner. 


Order modifying and affirming as modified initial decision of presiding examiner 
and denying motion for oral argument 


April 22, 1953 


On February 26, 1953, the presiding examiner certified and filed with the 
secretary of the Commission the record herein, including his initial decision 
which was served upon all parties to these proceedings. 

By his decision and accompanying order, the presiding examiner, subject to 
review by the Commission on appeal: first, denied (a) the application of Indiana 
Gas & Water Co., Inc. (Indiana Gas) at docket No. G-1813 for a disclaimer of 
jurisdiction by the Commission over the proposed construction and operation of 
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facilities therein described, and (b) the portion of the alternative application 
for a certificate of public convenience and necessity authorizing the construction 
and operation of such facilities; secondly, granted, subject to a number of con- 
ditions prescribed, (a) the application of Panhandle Eastern Pipe Line Co. 
(Panhandle) at docket No. G-1937 for a certificate of public convenience and 
necessity authorizing (i) the operation on behalf of Indiana Gas of the major 
portion of the facilities the latter proposed to construct, and (ii) the abandon- 
ment and disposition by sale to Indiana Gas of certain natural-gas transmission 
pipeline facilities, and (b) the portion of the application of Indiana Gas at 
docket No. G—1813 for a certificate of public convenience and necessity authoriz- 
ing the acquisition and operation of the facilities which Panhandle proposed to 
abandon and dispose of by sale; and thirdly, determined in the proceeding at 
docket No. G-—2023 that the failure and refusal of Panhandle to increase the 
delivery capacity of its Crawfordsville and Lebanon, Ind., laterals adequately to 
deliver the volumes of gas it agreed to sell and deliver, and to which Indiana Gas 
was found to be entitled under contract, without any adjustment in rates to com- 
pensate for the actual difference in cost of service, while at the same time provid- 
ing such additional delivery capacity to other of its customers paying rates 
identical with those paid by Indiana Gas, constitutes an unlawful discrimina- 
tion in service among customers and an undue preference and advantage to such 
other customers and undue prejudice and disadvantage to Indiana Gas, and ac- 
cordingly he ordered Panhandle to take, within 60 days from the issuance of the 
order, appropriate steps to eliminate the unlawful discrimination found to exist. 

Exceptions to the decision were filed by Indiana Gas on March 17, by Panhandle 
on March 18, and by counsel for the staff of the Commission on March 19, 1953. 

On March 18, 1953, Panhandle filed a motion for oral argument before the 
Commission with respect to the exceptions to, and appeals from, the initial 
decision. 

The evidence received, the briefs, and the several exceptions to the initial 
decision have been carefully considered. Upon review of the entire record, the 
Commission affirms the examiner’s decision, subject to certain modifications 
which it concludes are warranted, and adopts said decision, as so modified, as 
its final decision, as hereinafter ordered. 

Indiana Gas & Water Co., Inec., docket No. G—1813.—In brief, by its application 
at docket No. G-1813 Indiana Gas seeks authority to construct and operate’ the 
following natural-gas transmission pipeline facilities : 

(1) 19.03 miles of 8-inch pipeline extending northerly from the Panhandle 
main line in Putnam County to Crawfordsville, Ind., looping the existing 6-inch 
Crawfordsville lateral of Panhandle, which terminates at its present meter sta- 
tion at the north city limits of Crawfordsville (old meter station) ; 

(2) 13.27 miles of 6-inch pipeline extending northerly from the Panhandle 
main line in Hendricks County to Lebanon, Ind., looping the existing 4-inch 
Lebanon lateral of Panhandle, which terminates at its present meter station at 
the north city limits of Lebanon (old meter station) ; and 

(3) Related casings, valves, fittings, flanges, and other equipment. 

By amendment No. 2 to the application, Indiana Gas seeks: (1) a disclaimer 
of jurisdiction, or in the alternative, authority to acquire from Panhandle and 
operate 3.75 and 3.47 miles of the Crawfordsville and Lebanon laterals, respec- 





1 Although the application refers to the “proposed construction and operation by 
Indiana of the natural gas facilities * * * described,” it is evident from such application 
that the major portion of the facilities described are to be operated by Panhandle for the 
account of Indiana Gas. 


590 FEDERAL POWER COMMISSION 


tively, located downstream from the site of the proposed relocation of the old 
meter stations to points south of the two communities; (2) an order of the 
Commission directing Panhandle to cease and desist alleged unlawful dis- 
crimination against Indiana Gas and to eliminate the same by appropriate just 
and reasonable means; and (3) in the event such alleged discrimination is not 
ordered eliminated by requiring Panhandle to acquire and operate the por- 
tions of the loop laterals extending from its main line to the new meter stations, 
a disclaimer of jurisdiction, or, in the alternative, authority to construct and 
operate the portions of the loop laterals to the new meter stations. 

Indiana Gas alleges that the loop lateral facilities are necessary in order to 
increase the deliverability of natural gas to the Crawfordsville-Lafayette and 
Lebanon-Frankfort Divisions of its North System. It contends that the Craw- 
fordsville and Lebanon laterals are inadequate to meet the demands of the area 
and that Panhandle is unable to deliver through such laterals up to 20,500 
and 5,600 M. ec. f. per day to Crawfordsville and Lebanon, respectively, as may 
be required pursuant to the provisions of the July 10, 1951, service agreement. 
Applicant further alleges that such construction will enable it to supply the 
increased natural-gas requirements of its customers in such divisions, including 
industries engaged in the production of materials essential to the national 
defense program. 

In the light of all the evidence considered, the examiner found that the con- 
struction and operation proposed is or will be required by the present or future 
public convenience and necessity. The finding is not disputed. 

During the pendency of the proceeding the facilities described were substan- 
tially completed by Indiana Gas without certificate authorization. Presently, 
such facilities are being operated by Indiana Gas pursuant to temporary au- 
thorization granted on December 1, 1952, at docket No. G—2086.2 That tempo- 
rary authorization was granted upon representations by Indiana Gas of ex- 
tremely critical gas-supply shortages stemming from the inadequacy of Pan- 
handle’s laterals and cold weather then being experienced, and that, unless and 
until it were authorized to interconnect the loop lateral facilities with the 
laterals of Panhandle and to operate such facilities, it would be unable to assure 
maintenance of adequate service to its customers dependent upon it for the 
reason it would fall far short of meeting the demands of the 2 divisions for 
natural-gas service. That temporary authorization was granted without preju- 
dice to such disposition of the applications at docket Nos. G-1813 and G-1937 
and the complaint at docket No. G-—2023 as the record therein might warrant 
or to any other action pursuant to the act. Official notice is hereby taken of 
such authorization. 

By its exception No. 16, Indiana Gas challenges the jurisdiction of the Com- 
mission over the proposed construction, acquisition, and operation of facilities. 
In support thereof, Indiana Gas refers to statements in the application and in 
its brief. We find that the examiner has correctly applied the act to the facts 
of record bearing upon jurisdiction and properly so in light of Commission and 
court precedents. Accordingly, we reject Indiana Gas’ contention that the con- 
struction, acquisition, and operation proposed are not covered by the act. 

The record supports exception No. 17 of Indiana Gas relating to inadvertent 
misstatements of dates appearing at page 13 of the decision. When Indiana 
Gas received on November 16, 1951, a telegram from the secretary of the Com- 

2Upon commencement of operation under the authorizations granted by the decision, 


as modified herein, the Commission will take appropriate action to terminate the docket 
No. G—2086 certificate. 
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mission advising of the denial of a request for temporary authorization in this 
proceeding, it is clear Indiana Gas had already awarded the first of the con- 
struction contracts on November 1, 1951, rather than December 1, 1951. In 
fact, construction of the Crawfordsville loop lateral commenced the week 
ending November 10, 1951, which was a few days prior to the date of the 
telegram. 

Exception Nos. 1 through 5 point up the fact that the deficiency in capacity 
of Panhandle’s laterals is slightly greater than assumed by the examiner at 
pages 21, 25, and 26 of the decision. Recognizing that the capacity of such lat- 
erals is a function of the inlet and outlet pressures to them, in light of normal 
operations and contract pressures or those theretofore obtaining, it appears to 
the Commission that the cap'city of the laterals more nearly approximates 
that contended by Indiana Gas, viz., 14,441 M. c. f. and 4,500 M. c. f. for the 
Crawfordsville and Lebanon laterals, respectively. The exact capacity of the 
laterals is immaterial, however. For it is evident that, under the most optimis- 
tic conditions, they are inadequate to enable Panhandle to deliver up to 20,500 
and 5,600 M. c. f. per day to Crawfordsville and Lebanon, respectively, during 
the 5 winter months as required in the July 10, 1951, service agreement. 

Exceptioas 6, 7, 13, 14, and 15 deal with the examiner’s denial of a certificate 
of public convenience and necessity to Indiana Gas authorizing the operation 
of approximately 3.72 and 3.55 miles of the Crawfordsville and Lebanon loop 
laterals, respectively, located downstream from the new meter stations. It 
is noted that Indiana Gas does not except to the denial of a certificate author- 
izing it to construct any portion of the loop laterals. Nor could it have done 
so properly in any event. Apart from our determination that the Commission 
has power under the act to hear and determine the instant application, it is 
clear that, by its uncertificated construction of the loop lateral facilities, In- 
diana Gas has removed by its own unauthorized conduct the possibility that 
the application for authority to construct might be granted. Section 7 (c) 
manifestly is prospective in character. The examiner should therefore have 
dismissed, rather than denied, the application for authority to construct. Ac- 
cordingly, there is no point in a finding whether Indiana Gas is “able and 
willing” to construct the facilities described. 

There remains the question of whether Indiana Gas “is able and willing prop- 
erly to do the acts and to perform the service proposed and to conform to the 
provisions of the act and the re juirements, rules, and regulations of the Com- 
mission thereunder” with respect to its application for authority to operate por- 
tions of the loop laterals. Considering the application as a whole, and appar- 
ently overlooking his grant of a certificate to Panhandle at docket No. G—1937 
to operate the major portions of the loop laterals, the examiner found it im- 
possible to make this indispeusable statutory finding and denied Indiana Gas’ 
application to operate portions of the loop lateral facilities. 

In connection with this series of exceptions, Indiana Gas avers that it is 
plain that the arrangements between it and Panhandle contemplate that the 
latter operate for Indiana Gas only the portions of the loop laterals extending 
from the main line to the new meter stations, and that Indiana Gas operate not 
only the portions of the laterals downstream from such stations, but also the 
corresponding loop laterals constructed by it. Unless such authorization is 
given, Indiana Gas asserts the facilities cannot be operated and a bottleneck will 
be created, resulting in a situation inconsistent with the public interest. It fur- 
ther claims that, without such authorization, the certificates granted by the 
exuininer are completely useless. Apparently the examiner concluded t-* 
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Indiana Gas is not “able and willing” solely upon the basis of its unauthorized 
construction. In reaching such determination, the examiner of course recog- 
nized that such finding is indispensable to the grant of a certificate. 

Yet nowhere in his grant of a certificate authorizing the acquisition of the 
lateral facilities did the examiner make the finding that Indiana Gas is able and 
willing. Clearly, the examiner could not properly have so ordered unless he 
first determined Indiana Gas able and willing to acquire and operate such 
facilities. Presumably the examiner overlooked making the finding in connec- 
tion with such grant. 

We turn then to the question whether the record will permit a finding, re- 
quired by section 7 (e) of the act, that, with respect to Indiana Gas’ applica- 
tion to operate portions of the loop lateral facilitfes, it is “able and willing prop- 
erly to do the acts and to perform the service proposed and to conform to the 
provisions of the act and the requirements, rules, and regulations of the Com- 
mission thereunder.” There is no question as to its “ability.” The question is 
whether it is willing “properly” to do the acts and to perform the service pro- 
posed and to “conform” with the applicable requirements. We note that the 
application was filed in conformity with the applicable requirements. From 
this, and absent evidence to the contrary, it may be concluded that applicant is 
willing “properly” to proceed and to “conform.” It is true that the record shows 
that the applicant has constructed facilities without authorization, past actions 
for which the act provides appropriate penalties. These past actions we 
definitely do not condone, but we are unwilling to assume that Indiana Gas will 
pursue an unlawful course in the future. Nor is there evidence showing that it 
will persist in unauthorized conduct. Indeed, if we held contrary views we 
would not have issued to applicant, following its past unauthorized acts, the 
temporary certificate previously discussed, but instead would have sought some 
other means of satisfying the requirements of public convenience and necessity 
which were accommodated by that temporary certificate. For these reasons, 
we find with respect to the acquisition and operation involved here, that Indiana 
Gas is able and willing properly to do the acts and to perform the service pro- 
posed and to conform to applicable requirements. 

The issuance of any certificate to Indiana Gas to operate the lateral facilities 
is not to be construed, however, as a waiver of any sanctions which may be im- 
posed under the Natural Gas Act for the unauthorized construction on the part 
of Indiana Gas, its agents, and officers, or any of them. 

In considering exception No. 1 of staff counsel, we think the examiner's com- 
ment with reference to recommendations to the Attorney General concerning the 
unauthorized construction and past operation of facilities by Indiana Gas should 
be deleted. The question of punitive or corrective action because of the willful 
violation of the act is not a subject for action in this proceeding. For this 
reason, we adopt the exception without prejudice to such future action elsewhere 
as may be hereafter taken. 

Panhandle Eastern Pipe Line Co., docket No. G-1937.—By its application at 
docket No. G-1937, Panhandle seeks authority (1) to operate, pursuant to the 
terms of an agreement dated February 20, 1952, the portions of the loop laterals 
extending from its main line to the new meter stations; and (2) to abandon, in 
effect, and dispose of, by sale to Indiana Gas pursuant to the terms of an agree- 
ment dated April 2, 1952, the lateral facilities lying downstream from the new 
meter stations. These facilities are jurisdictional and have been operated by 

-anhandle pursuant to a grandfather certificate of public convenience and neces- 
sity granted October 17, 1945, at docket No. G-254 (4 F. P. C. 1081), in conjunction 
with other certificate authorizations. 
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The evidence sustains exception No. I of Panhandle that the decision errone- 
ously states the purchase price of the facilities proposed to be sold. Fifty-three 
thousand, seven hundred nineteen dollars representing the original cost of the 
facilities, is the price to be paid by Indiana Gas for the facilities, rather than 
that shown by the decision. Of this amount, $35,127 is for the Crawfordsville 
facilities and $18,592 for the Lebanon facilities. 

In adopting this exception, the Commission does not waive any of the pro- 
visions of sections 201.391 and 201.392 of the general rules and regulations (18 
C. F. R. 201.391 and 201.392), or any other provisions of the uniform system of 
accounts prescribed for natural-gas companies relating to the accounting treat- 
ment for the transactions, either as to Panhandle or Indiana Gas. 

Indiana Gas & Water Co., Inc., v. Panhandle Eastern Pipe Line Uo., docket 
No. G—2023.—The allegations of the complaint at docket No. G—2023 against Pan- 
handle are succinctly stated by the examiner. In summary, Indiana Gas alleges 
that Panhandle’s failure and refusal to increase the capacity of the laterals, 
while at the same time providing at its own expense additional capacity to its 
other customers similarly situated, constitutes unlawful discrimination. It 
contends the proper remedy for the removal of such discrimination under sec- 
tion 5 (a) of the act is to require Panhandle to purchase from Indiana Gas and 
to operate at its own expense the loop laterals lying between the main line and 
new meter stations. 

Under the circumstances present here, the examiner found that such conduct 
by Panhandle towards Indiana Gas constitutes unlawful discrimination. How- 
ever, he did not prescribe the remedy proposed by Indiana Gas. Upon a careful 
review of the pleadings, evidence, briefs, and exceptions, we are convinced the 
examiner correctly disposed of the issues raised, subject to certain modifications. 

By its exceptions Nos. II through VI, inclusive, Panhandle objects to the 
examiner’s findings (9), and (11) through (13), and to ordering paragraph (H). 
It takes no exception, however, to finding (10), wherein the examiner found that 
the delivery points specified in the July 10, 1951, service agreement do not con- 
form to the requirements of Panhandle’s filed tariff and such nonconformance 
results in undue prejudice and disadvantage to Indiana Gas. 

Underlying all its exceptions is Panhandle’s concept of its obligations to In- 
diana Gas under the July 10, 1951, service agreement. In exception No. II, Pan- 
handle asserts that its maximum delivery obligations to the Crawfordsville and 
Lebanon systems of Indiana Gas are subject to certain specifically stated con- 
ditions under which it is not obligated to deliver more than 15,000 M. c. f. at 
Crawfordsville or more than 4,000 M. c. f. at Lebanon, until Indiana Gas con- 
structs at its own expense certain specified loop lateral pipelines. It argues that, 
only upon condition that Indiana Gas construct such lines and place them in 
operation at its own expense, does Panhandle’s maximum delivery obligations 
at Crawfordsville and Lebanon become 20,500 and 5,600 M. ec. f. 

And, specifically, by objections to finding (13), wherein the examiner deter- 
mined that unlawful discrimination existed, Panhandle claims that its service 
to Indiana Gas is so different from that to other of its customers for which it 
has provided additional capacity as to warrant a different treatment. 

All these objections, in one form or another, had been raised by Panhandle 
during the hearing and its briefs herein. We are convinced that the examiner 
did not err in their disposition. 

True, Panhandle has shown certain differences. These were characterized 
by the examiner as “substantial differences” in the circumstances under which 
deliveries of gas are made to Indiana Gas, and those under which Panhandle 
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delivers gas to other of its customers generally, a characterization objected to 
by Indiana Gas in exception No. 9 as being contrary to the evidence. But such 
differences, the examiner concluded, are not such as would justify the difference 
in ultimate cost of gas. 

We agree that no difference in cost is shown to be justified for we do not think 
that differences in service can be said to be “substantial.” Upon an examination 
of the evidence and the differences in the conditions of service cited by Pan- 
handle, we conclude, therefore, that such differences are not of a nature war- 
rauting different treatment. As the Supreme Court said in Western Union Tele- 
graph Cs. y. Call Publishing Co., 181 U. S. 92, 100 (1901), “all individuals have 
equal rights in respect to services and charges.” Cf. In the Matter of Otter Tail 
Power Co., docket No. IT-5544, 2 F. P. C. 184 (1940). 

In short, no cogent reasons have been advanced for treating Indiana Gas any 
differently than other customers served from laterals owned and operated by 
Panhandle, for whom Panhandle has constructed or proposes to construct addi- 
tional capacity at its own expense. No substantial variation in the service cen- 
ditions or in the characteristics of the delivery and sale of natural gas to these 
customers as compared with Indiana Gas is disclosed by the evidence. More- 
over, we find that, in executing new service agreements to conform to the pro- 
visions of the tariff approved by our opinion Nos. 214 and 214-A (Jn the Matters 
of Panhandle Eastern Pipe Line Co., et al., Docket Nos. G-1116 et al., (1951), 10 
F. P. C. 185, 322), Panhandle permitted those customers with which it con- 
tracted, to nominate the volumes of gas required, including Indiana Gas. Yet 
where enlargement of laterals has been necessary to enable Panhandle to deliver 
the volumes so nominated and contracted for, Panhandle has provided or under- 
taken such enlargement, at its own expense, except as to Indiana Gas. 

It seems to us that the evidence of record, as properly analyzed and inter- 
preted by the examiner, wholly disproves the several exceptions of Panhandle, 
particularly in the light of Commission precedents, including In the Matter of 
Michigan-Wisconsin Pipe Line Co., Docket No. G—1156, 9 F. P. C. 127 (1950), 
and In the Matters of Panhandle Eastern Pipe Line Co., et al., supra, opinion 
No. 218 (1952), 10 F. P. C. 328. 

By its exception Nos. 10 through 12, Indiana Gas asserts that the evidence 
shows that it would not be unreasonable to require Panhandle to eliminate the 
unlawful discrimination found to exist by purchasing from Indiana Gas and 
operating at its own expense the loop lateral up to the sites of the new meter 
stations, i. e., 15.31 and 9.72 miles of the Crawfordsville and Lebanon loop 
laterals, respectively. It also contends, contrary to the examiner’s conclusion, 
that the evidence of record establishes a proper basis for determining the rate 
adjustment necessary. 

Careful consideration of the evidence in view of the seriousness with which 
this assertion is advanced, including an appraisal of our foregoing views of ex- 
ception Nos. 1 through 5 of Indiana Gas, leads us to conclude that it is reasonable 
and proper to go no further now than to order Panhandle to initiate appropriate 
steps to eliminate the unlawful discrimination, and to determine the just, fair, 
and reasonable service obligations of Panhandle to Indiana Gas. That the ca- 
pacity of Panhandle’s lateral under normal mode of operations has been slightly 
overstated by the examiner does not derogate from his conclusion that it would 
not be necessary for Panhandle to install facilities the same or equivalent to 
those which Indiana Gas has constructed. 

Exception is taken by staff counsel to the examiner’s statement delimiting the 
responsibility of Panhandle to Indiana Gas to the “deliveries of contract vol- 
umes of gas at the contract pressures.” This exception appears to be predicated 
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on evidence showing that the pressures prescribed in the July 10, 1951, agree- 
ment prevail at the points of delivery established at the interconnection of Pan- 
handle’s main line and lateral lines in the cases of Crawfordsville and Lebanon, 
as stated in that agreement, rather than the points at which gas sold to Indiana 
Gas thereunder is metered, i. e., the outlet side of Panhandle meter stations at 
the downstream ends of Panhandle’s lateral lines. 

The examiner found that, at least to the extent that the delivery points fixed 
in such agreement relate to deliveries made through the lateral lines, the provi- 
sions of the contract violate paragraph 8 of the general terms and conditions of 
its tariff, and further that, in that respect also the violation of the tariff consti- 
tutes and results in discrimination against Indiana Gas. As we have seen, Pan- 
handle did not except to these findings. 

Staff counsel argue, and properly so, that there can be no other conclusion 
reached from a reading of sections 8 and 10 of the general terms and conditions 
than that the delivery pressures shall be determined as of the point of delivery. 
It follows that, so far as the service agreement prescribes pressures to prevail 
at points other than those referred to in the tariff provisions, to this extent the 
service agreement also violates the tariff, and such violation also constitutes and 
results in undue prejudice and disadvantage to Indiana Gas. 

Accordingly, it becomes necessary for the Commission to determine what are 
the just and reasonable pressures since the pressures prescribed in the service 
agreement are inapplicable at the points of delivery. The record shows, and 
the examiner noted, that the principal obstacle to agreement between Panhandle 
and Indiana Gas in the negotiations leading up to the July 10, 1951, service 
agreement was the matter of pressures. There is conflicting testimony in the 
record as to what the required pressures are, particularly at Crawfordsville. 
Panhandle considered that 175 pounds per square inch gage was what it could 
deliver at Crawfordsville, which is the delivery pressure provided in the old con- 
tract. Indiana Gas asserts 225 pounds per square inch gage are required. The 
record clearly shows that, in executing service agreements with its other cus- 
tomers, Panhandle has granted increases in delivery pressures over the old con- 
tract pressures and above the maximum pressures theretofore obtaining. In 
numerous instances, Panhandle has agreed to substantial pressure increases. 
Apparently, only comparatively minor additional facilities are required in order 
to deliver gas at a pressure of 225 pounds per square inch gage, as opposed to a 
pressure of 175 pounds per square inch gage. Under the circumstances present 
here, no facts have been adduced showing why Indiana Gas should be required 
to receive gas at the old contract pressure at Crawfordsville in light of Pan- 
handle’s voluntary practices to the contrary with respect to its other customers 
similarly situated. Undue discrimination is inherent in these circumstances. 

Accordingly, on the basis of the evidence, we determine that Panhandle is 
obligated to deliver to Indiana Gas at the new meter stations the volumes of gas 
prescribed in the July 10, 1951, service agreement, the delivery pressures thereof 
to be 225 and 150 pounds per square inch gage at Crawfordsville and Lebanon, 
respectively. We determine such obligations to be fair, just, and reasonable, 
and to be the measure of Panhandle’s service obligation to Indiana Gas. 

For the foregoing reasons, it is appropriate and reasonable in the public interest 
that Panhandle should be required to modify the aforesaid service agreement 
in conformity to the tariff. 

The Commission is unable to perceive the necessity for oral argument as 
requested by Panhandle. These proceedings have been thoroughly summarized 
and argued in briefs, and in extensive exceptions to the initial decision. Accord- 
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ingly, we find that oral argument is unnecessary to a proper determination of the 
issues raised by exceptions filed, and the request therefor should be denied as 
hereinafter ordered. 

The initial decisien and accompanying order should be modified to conform to 
our views expressed above and to correct the minor errors, all as hereinafter 
ordered. 

We have considered all the exceptions to the initial decision. To the extent 
that such exceptions are inconsistent with any statement, finding, or conclusion 
contained herein such exceptions should be denied, as hereinafter ordered. 

Upon consideration of the entire record in these proceedings, including the 
briefs, the initial decision of the presiding examiner, and the exceptions filed, 
the Commission orders: 

(A) The initial decision of the presiding examiner issued February 27, 1953, 
in these proceedings, as hereinafter modified, shall become effective as the de- 
cision of the Commission as of the date of issuance of this order. 

(B) The initial decision be and it is hereby modified in its narrative parts 
to conform with our views expressed hereinabove, and correct the minor errors 
noted. 

(C) The following findings and conclusions in the examiner's decision be and 
they are hereby modified to read as follows: 

(5) In connection with the portion of the application of Indiana Gas & Water 
Co., Ine., at docket No. G-1813 for a certificate of public convenience and 
necessity authorizing the acquisition from Panhandle Eastern Pipe Line Co. of 
lateral facilities lying downstream from the new meter stations at Crawfords- 
ville and Lebanon and the operation of such facilities, and authorizing the 
operation of corresponding loop laterals already constructed, Indiana Gas & 
Water Co., Inc., is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and the 
requirements, rules, and regulations of the Commission thereunder. 

(7) The proposed acquisition and operation of facilities described in the 
portion of the application at docket No. G-1813, referred to in finding (5) above, 
are required by the present and future public convenience and necessity, and a 
certificate therefor should be issued as hereinafter ordered and conditioned. 

(10) The delivery points specified in the service agreement of July 10, 1951, 
referred to in finding (9) above, and the delivery pressures specified in such 
agreement to prevail in the cases of Crawfordsville and Lebanon, do not conform 
to the requirements of Panhandle Eastern Pipe Line Co.’s filed tariff, and such 
nonconformance results in undue prejudice and disadvantage to Indiana Gas & 
Water Co., Inc. 

(11) The facilities provided by Panhandle Eastern Pipe Line Co. for the 
delivery to Indiana Gas & Water Co., Inc., of the volumes of gas at the points 
indicated under the provisions of the just, fair, and reasonable service obligation 
to Indiana Gas & Water Co., Inc., referred to in finding (14) below, are inadequate 
for the purpose of delivering such quantities of gas in accordance therewith. 

(13) Panhandle Eastern Pipe Line Co.’s failure and refusal to increase the 
delivery capacity of its Crawfordsville and Lebanon laterals adequately to 
deliver the volumes of gas which it agreed to sell and deliver and to discharge 
its just, fair, and reasonable service obligations to Indiana Gas & Water Co., 
Inc., referred to in finding (14) below, without any adjustment in rates to com- 
pensate for the actual difference in cost of service, while at the same time pro- 
viding such additional delivery capacity to its other customers similarly situated 
and paying rates identical with those paid by Indiana Gas & Water Co., Inc., 
constitutes an unlawful discrimination in service among customers and undue 
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prejudice and disadvantage to Indiana Gas & Water Co., Inc., in violation of the 
provisions of the Natural Gas Act; and it is reasonable and appropriate and in 
the public interest and in carrying out the provisions of the Natural Gas Act 
that Panhandle Eastern Pipe Line Co. be required to undertake appropriate 
steps to eliminate such unlawful discrimination and to report duly to the Com- 
mission thereon as hereinafter ordered. 

(D) The following findings and conclusions be and they are hereby added 
in the examiner’s decision: 

(14) The just, fair, and reasonable service obligation of Panhandle Eastern 
Pipe Line Co. with respect to the delivery of natural gas to Indiana Gas & Water 
Co., Inc., for the Crawfordsville-Lafayette aud Lebanon-Frankfort divisions is 
the sale and delivery at the new meter stations at Crawfordsville and Lebanon 
of the particular volumes of gas specified ir. the service agreement of July 10, 
1951, and referred to in finding (9) above, such delivery to be made at pressures 
of 225 and 150 pounds per square inch gage at the Crawfordsville and Lebanon 
meter stations, respectively. 

(15) It is reasonable and appropriate in the public interest and in carrying 
out the provisions of the Natural Gas Act that Panhandle Eastern Pipe Line 
Co. be required to modify the July 10, 1951, service agreement with respect 
to the delivery and sale of natural gas to Indiana Gas & Water Co., Inc., to 
provide for the delivery pressures at the delivery points specified in finding (14) 
above, and to conform such service agreement in such respects to Panhandle 
Eastern Pipe Line Co.’s filed tariff, as hereinafter ordered. 

(16) The conditions hereinafter attached to the certificates of public con- 
venience and necessity issued to Indiana Gas & Water Co., Inc., and Panhandle 
Eastern Pipeline Co. are reasonable and required by the public convenience and 
necessity. 

(E) The following paragraphs of the order accompanying the examiner’s 
decision be and they are hereby modified to read as follows: 

(B) The application, as amended, filed by Indiana Gas & Water Co., Inc., 
at docket No. G-1813 for a certificate of public convenience and necessity 
pursuant to section 7 (c) of the Natural Gas Act authorizing the con- 
struction of certain additional natural-gas pipeline facilities and related 
equipment, more particularly described in the application, be and it is 
hereby dismissed. 

(D) A certificate of public convenience and necessity be and it is hereby 
issued to Indiana Gas & Water Co., Inc., subject to the terms and conditions 
hereinafter set forth, authorizing the acquisition from Panhandle Eastern 
Pipe Line Co. of the lateral facilities described in amendment No. 2 to 
the application filed at docket No. G-1813 and which Panhandle Eastern 
Pipe Line Co. is authorized to abandon and dispose of by sale in paragraph 
(C), above; and further authorizing the operation of such lateral facilities 
and the corresponding loop laterals—which Indiana Gas & Water Co., 
Inec., has already constructed—for the transportation of natural gas subject 

to the jurisdiction of the Commission. 

(F) A certificate of public convenience and necessity be and it is hereby 
issued to Panhandle Eastern Pipe Line Co., subject to the conditions here- 
inafter set forth, authorizing the operation and maintenance, for and on 
behalf of Indiana Gas & Water Co., Inc., in accordance with the relevant 
provisions of the service agreement of July 10, 1951, as amended by the letter 
agreement of February 26, 1952, of the facilities more fully described in the 
application of Indiana Gas & Water Co., Inc., at docket No. G-—1813, as 
amended: Provided, however, That the issuance of such certificate is not 
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dispositive of, and is without prejudice to, the direction in paragraph (H) 
hereof requiring Panhandle Eastern Pipe Line Co. to take appropriate steps 
to eliminate the unlawful discrimination found to exist. 

(F) The following paragraphs be and they are hereby added to the order 
accompanying the examiner’s decision: 

(I) Panhandle Eastern Pipe Line Co. shall file within 60 days from the 
issuance of this order, a statement showing its compliance with the pro- 
visions of paragraph (H) above, and of the action whereby such compliance 
was effected, together with a new service agreement entered into with 
Indiana Gas & Water Co., Inc., which shall contain, among other provisions, 
the just, fair, and reasonable service obligations prescribed in finding (14) 
above, and which shall conform to Panhandle Eastern Pipe Line Co.’s filed 
tariff in all respects. 

(J) Within 30 days from the issuance of this order, Indiana Gas & Water 
Co., Inc., and Panhandle Eastern Pipe Line Co. shall accept, in writing and 
under oath, the certificates of public convenience and necessity issued herein 
at docket Nos. G-1813 and G—1937, respectively: Provided, however, That 
such acceptance and the acts required to be done by paragraph (H) hereof, 
and the statement and report required to be submitted by paragraph (I) 
hereof may be done or filed within 30 or 60 days, as is provided hereinabove, 
from the date of issuance of any order upon an application for rehearing of 
this order, if any, or within 30 or 60 days from the date on which any such 
application may be deemed to have been denied when the Commission has 
not acted thereon: and Provided, further, That such acceptance, acts, state- 
ment, and report may be filed or done within 30 or 60 days after final dis- 
position of the judicial review proceedings initiated by any petition for 
review of this order. 

(K) Within 10 days after the sale and acquisition and the commence- 
ment of operations authorized herein, Indiana Gas & Water Co., Inc., and 
Panhandle Eastern Pipe Line Co. shall file with the Commission, in writing 
and under oath, notice of the dates of such acquisition and sale and the 
commencement of operations authorized herein at docket Nos. G-1813 and 
G-1937, respectively. 

(L) Nothing contained in this order is to be construed as a waiver of any 
penalties or sanctions which may be imposed pursuant to the provisions of 
the Natural Gas Act against Indiana Gas & Water Co. Inc., its agents and 
officers, or any of them, for any unauthorized action, including the construe- 
tion and past operation of any of the facilities for which certificates of 
public convenience and necessity have been issued herein. 

(G) To the extent that the exceptions filed by Indiana Gas & Water Co., Inc., 
Panhandle Eastern Pipe Line Co., and staff counsel are inconsistent with the 
order of the Commission herein, such exceptions be and the same are hereby 
denied. 

(H) The motion filed by Panhandle Eastern Pipe Line Co. for oral argument 
with respect to the exceptions to, and the appeals from the initial decision be 
and the same is hereby denied. 

Commissioner Doty not participating. 
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IN THE MATTER OF 


ATLANTIC SEABOARD CORPORATION, G-1175, G-1850; VIRGINIA GAS 


to 


On 


TRANSMISSION CORPORATION, G-1261; SHENANDOAH GAS COM- 
PANY, G-1448; THE OHIO FUEL GAS COMPANY, G-1787, G-1911, G-1931, 
G-1936, G-1943; THE MANUFACTURERS LIGHT AND HEAT COMPANY, 
NATURAL GAS COMPANY OF WEST VIRGINIA, AND HOME GAS COM- 
PANY, G-1893; ROCKLAND LIGHT AND POWER COMPANY, G-1901; 
CENTRAL KENTUCKY NATURAL GAS COMPANY, G-1905; UNITED 
FUEL GAS COMPANY, G-1952 


Upon Applications for Certificates of Public Convenience and Necessity 


March 5, 1953* 


Syllabus 


. Inability of a witness to supply vital details, respecting the fundamentals of 


exhibits relied upon, goes only to the weight of the testimony and the reli- 
ability of the exhibits. P. 637. 

Commission finds that Rockland’s proposal is economically feasible under sec- 
tion 7 (a) of the Natural Gas Act, since the record shows (1) that no burden 
will be placed on present customers of applicant, and (2) the effect upon 
Rockland’s net utility return by reason of the proposed operation will be 
only a fraction of 1 percent. P. 638. 


. A company has no right to attempt to insure service to not only existing but 


to potential customers located in market areas presently served by that 
company, at the expense of potential customers living in other areas. P. 689. 

Commission denies certificate authorization to Central Kentucky after cou- 
sidering the adequacy of existing facilities, the limited gas supply available 
to applicant, and the lack of revenues expected to be attributable immediately 
to the net investment represented by the proposed loop line. P. 642. 

Commission conditions the certificates issued to the Columbia subsidiaries 
by setting limits on the maximum daily volumes to be transported through 
the new and existing facilities, and also requires them to file emergency serv- 
ice rules and uniform curtailment rules. P. 644. 

Commission (1) issues certificates of public convenience and necessity under 
section 7 of the Natural Gas Act to Atlantic Seaboard, Ohio Fuel, Man- 
ufacturers, Natural, Home, United and Rockland to construct and operate 
facilities for the transportation and sale of natural gas; (2) authorizes 
Ohio Fuel, Manufacturers, and Natural to abandon facilities under section 
7 (b) of the Natural Gas Act; (3) denies application of Central Kentucky 
for certificate authorization; (4) reopens the record on the Shenandoah 
application. P. 644. 

Milton C. Baldridge, Brooks E. Smith, B. J. Pettigrew, and John M. Hill for 


Atlantic Seaboard Corp., Virginia Gas Transmission Corp., Central Kentucky 
Natural Gas Co., and United Fuel Gas Co. 


Milton C. Baldridge, Brooks E. Smith, and W. F. Laird for The Ohio Fuel 


Gas Co. 


Milton OC. Baldridge, Brooks EZ. Smith, and William Anderson for The Mann- 


facturers Light and Heat Co., Natural Gas Co. of West Virginia, and Home 
Gas Co. 





Commission, infra, p. 633. 


*Initial decision modified and adopted as so modified on May 1, 1953, by order of the 
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R. A. Henderson, James E. O’Boyle, and Harry A. Poth, Jr., of Reid and Priest, 
for Shenandoah Gas Co. 

Justin R. Wolfe and Elton H. Beals for Rockland Light and Power Co. 

Norman E. Duke for the staff of the Federal Power Commission. 


Simpson, Presiding Examiner: These consolidated proceedings involve in part 
(1) applications for various certificates of public convenience and necessity under 
section 7 (c) of the Natural Gas Act, severally by certain subsidiaries of The 
Columbia Gas System, Inc. (hereinafter collectively referred to as “Columbia 
applicants”) ; and (2) applications by Shenandoah Gas Co. (Shenandoah) and 
Rockland Light & Power Co. (Rockland respectively, for certificates of public 
convenience and necessity under section 7 (c) of the Natural Gas Act (act), 
and for orders under section 7 (a) thereof, directing certain Columbia appli- 
ecants, Virginia Gas Transmission Corp (Virginia Gas) and Home Gas Co. 
(Home), respectively, to sell and deliver natural gas to them. 

The foregoing certificate applications seek specific authorization to construct 
and operate natural gas transmission facilities or storage facilities connected 
therewith involving, variously, replacements and enlargement, or the installa- 
tion of additional facilities, and also, in certain instances, approval for the 
abandonment of facilities. 

Two of the Columbia applicants, Atlantic Seaboard Corp. (Seaboard) and 
Virginia Gas, further petition to obtain removal of certain limitations contained 
in prior orders by the Commission issuing certificates authorizing deliveries of 
natural gas by these applicants to their respective customers, Consolidated Gas 
Electric Light & Power Co. of Baltimore, Md. (Consolidated) and Common- 
wealth Natural Gas Corp. (Commonwealth) of Virginia. 

Interveners, Allentown-Bethlehem Gas Co. (Allentown), The Harrisburg Gas 
Co. (Harrisburg), Consumers Gas Co. (Consumers) and Lancaster County Gas 
Co. (Lancaster) (hereinafter sometimes collectively referred to as “UGI Com- 
panies”) seek to have any orders issued with respect to the foregoing applica- 
tions of the Columbia applicants conditioned so as to assure that the Manu- 
facturers Light and Heat Co. (Manufacturers) will first be required to meet the 
full natural gas needs of UGI Companies. 

Pursuant to the Commission’s order entered May 23, 1952, consolidating pro- 
ceedings and fixing date of hearing, the foregoing matters came on for hearing, 
which commenced June 23, 1952, and concluded July 8, 1952. The record consists 
of 1,501 pages of transcript, 108 exhibits, and 8 items incorporated by reference. 

In manner duly provided, initial and reply briefs have been filed by participants 
in these proceedings. 

HISTORY OF THE PROCEEDINGS 


On July 26, 1950, Shenandoah filed an application (G-1448) for a certificate 
of public convenience and necessity under section 7 (c) of the act and for an 
order under section 7 (a) to require Virginia Gas to establish physical con- 
nection with the facilities of Shenandoah and sell thereto the latter’s require- 
ments of natural gas essentially for service to Front Royal and Winchester, Va., 
and Martinsburg, W. Va. The Commission entered an order March 15, 1951, 
fixing date of hearing. On motion filed by the respondent, Virginia Gas, con- 
ditionally concurred in by the applicant, Shenandoah, the Commission entered 
a further order April 13, 1951, postponing the hearing to a date to be later fixed 
by the Commission. By order entered May 23, 1952, the Commission, for purpose 
of hearing, consolidated proceedings on the application with those then on file 
in certain other dockets as hereinafter stated. On June 18, 1952, Shenandoah 
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filed an amended application in lieu of and in substitution for its original 
application. 

On April 6, 1951, Peterstown Gas Co. Inc. (Peterstown) filed an application 
(G-1658) for an order directing Seaboard to sell and deliver thereto certain 
quantities of natural gas specified, alleging that Peterstown was not yet engaged 
in business but was assignee of a franchise authorizing the furnishing of natural 
gas service to inhabitants of the town of Peterstown, W. Va. This application 
was consolidated by the Commission for purposes of hearing by the order entered 
May 23, 1952, aforesaid, but Peterstown failed to appear and present evidence in 
support of its application at the hearing herein. No further motion being made by 
this applicant, on motion made by staff counsel in hearing, the Commission, 
upon grounds stated and by order entered July 31, 1952, severed this proceeding 
and dismissed the application (G—1658). 

Applications on behalf of various Columbia applicants in docket Nos. G—1175, 
G-1261, G-1787, G-1850, G—1893, G-1905, G-1911, G-1931, G—1936, G-1943, and 
G—1952, with amendments and supplements in certain of such dockets, were filed 
as set forth in the foregoing part of this decision entitled procedural record. Dur- 
ing the course of the filing of the foregoing applications by the Columbia appli- 
ecants, Rockland filed an application (G—1901) February 29, 1952, for a certificate 
of public convenience and necessity under section 7 of the Natural Gas Act and 
for an order under section 7 (a) to require Home, a subsidiary of the Columbia 
Gas System, Inc. (as parent “Columbia”, in aggregate “Columbia System”), 
to establish physical connection with the facilities of Rockland and sell thereto 
natural gas for resale in nine towns and villages in Orange County, N. Y. By 
the order entered May 23, 1952, above referred to, the Commission, for purpose 
of hearing, consolidated proceedings upon this application as hereinafter stated. 

Other petitions, including petitions to intervene, motions and joinders were 
filed or presented, and orders on petitions and motions were entered by the 
Commission, all as set forth in the foregoing part of this decision entitled 
procedural record. 

It appearing t6 the Commission that proposals in applications of the Columbia 
applicants to increase present system capacities and to make available service 
to new communities from the Columbia System’s pooled supply of natural gas, 
and plans for financing construction proposed with funds to be provided by 
Columbia, both involving common questions of law and fact, the Commission, in 
its order entered May 23, 1952, found that it was appropriate and good cause 
existed for consolidating all of the above proceedings for purpose of hearing, 
commencing June 23, 1952, and thereby so ordered. 


THE ISSUES 


With respect to the applications filed in docket Nos. G-1448 (Shenandoah) ; 
G-1901 (Rockland) ; G-1787, G—1911, G—1931, G-1936 and G—1943 (Ohio Fuel) ; 
G-1850 (Seaboard); G—1893 (Manufacturers, Natural and Home); G—1905 
(Kentucky) ; and G—1952 (United), the issues are the statutory issues, which, 
under the language of section 7, subsections (c) and (e) of the Natural Gas Act 
involve a determination as to the jurisdiction of the Commission, the qualifica- 
tions and capability of the applicant, and public convenience and necessity.’ 


1 Section 7 (c) insofar as here applicable reads: “No natural-gas company or person 
which will be a natural-gas company upon completion of any proposed construction or ex- 
tension shall engage in the transportation or sale of natural gas, subject to the jurisdiction 
of the Commission, or undertake the construction or extension of any facilities therefor, 
or acquire or operate any such facilities or extensions thereof, unless there is in force witb 
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With respect to that part of each of the applications in docket Nos. G-1448 
(Shenandoah) and G—1901 (Rockland) which request the issuance of an order 
under section 7 (a) of the Natural Gas Act, the issues are the statutory issues, 
including those determined by the requirements of the statute that there be 
found (1) that such action by the Commission is necessary or desirable in the 
public interest and (2) that no undue burden thereby will be placed upon the 
natural gas company.” 


With respect to each of the applications filed by Seaboard and Virginia Gas, 
respectively, in docket Nos. G-1175 and G-—1261, there arise issues relating to (1) 
proposals to increase natural gas deliveries by Seaboard to Consolidated and by 
Virginia Gas to Commonwealth, and (2) modification of orders by the Com- 
mission issuing certificates in these dockets (G-—1175, G—1261) to remove fixed 
limitations therein upon the amount of natural gas authorized to be delivered. 
With respect to the proposed increases, there is involved, in effect, a determina- 
tion as to public convenience and necessity under section 7 (e) of the act; with 
respect to the removal of fixed limitations there is involved, in effect, a determi- 
nation as to whether the limitation is so disadvantageous to the interveners, 
Consolidated and Commonwealth, respectively, as to constitute an undue and 
unjust discrimination against these interveners in comparison with other cus- 
tomers of Seaboard and Virginia Gas, respectively, not subject to such limitations. 

With respect to the contentions of the intervener UGI Companies, in connec- 
tion with their proposal that orders issued in these proceedings-to the Columbia 
applicants be conditioned so as to require, principally and in effect, that the 
Columbia System, through its subsidiary Manufacturers, sell and deliver on a 
priority basis to Allentown an additional 9,400 M. c. f. of natural gas per day and 
to Harrisburg an additional 6,400 M. c. f. per day to take the place of alleged loss 
of coke oven gas, the controlling issue presented is whether these interveners have 
a proper interest in the matters at issue in the dockets in which they intervene.* 


respect to such natural-gas company a certificate of public convenience and necessity issued 
by the Commission authorizing such acts or operations.” 

Section 7 (e) insofar as here applicable reads: ‘—a certificate shall be issued to any 
qualified applicant therefor, authorizing the whole or any part of the operation, sale, 
service, construction, extension, or acquisition covered by the application, if it is found 
that the applicant is able and willing properly to do the acts and to perform the service 
proposed and to conform to the provisions of the act and the requirements, rules, and 
regulations of the Commission thereunder, and that the proposed service, sale, operation, 
construction, extension, or acquisition, to the extent authorized by the certificate, is or will 
be required by the present or future public convenience and necessity, otherwise such 
application shall be denied.” 

“Ohio Fuel” is The Ohio Fuel Gas Co.; “Natural” is Natural Gas Co. of West Virginia ; 
“Kentucky” is Central Kentucky Natural Gas Co.; and “United” is United Fuel Gas Co. 

2Section 7 (a) reads: “Whenever the Commission, after notice and opportunity for hear- 
ing, finds such action necessary or desirable in the public interest, it may by order direct 
a natural-gas company to extend or improve its transportation facilities, to establish physi- 
cal connection of its transportation facilities with the facilities of, and sell natural gas to, 
any person or municipality engaged or legally authorized to engage in the local distribution 
of natural or artificial gas to the public, and for such purpose to extend its transportation 
facilities to communities immediately adjacent to such facilities or to territory served by 
such natural-gas company, if the Commission finds that no undue burden will be placed 
upon such natural-gas company thereby; Provided, That the Commission shall have no 
authority to compel the enlargement of transportation facilities for such purposes, or to 
compel such natural-gas company to establish physical connection or sell natural gas when 
to do so would impair its ability to render adequate service to its customers.” 

* Section 7 (e), insofar as here applicable, reads: ‘“‘The Commission shall have the power 
to attach to the issuance of the certificate and to the exercise of the rights granted there- 
under such reasonable terms and conditions as the public convenience and necessity may 
require.” 
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THE FACTS IN EVIDENCE 


Jurisdiction.—Notice is taken that the applicants, Seaboard (G—1175, G—1850), 
Kentucky (G-1905), Home (G—1893), Manufacturers (G—1893), Natural 
(G-1893), Ohio Fuel (G—1787, G—1911, G-1931, G—1936, G-1943), Virginia Gas 
(G-—1261), United (G—1952), and Rockland (G—1901) have been heretofore found 
by the Commission to be natural gas companies within the meaning of the act and 
subject to the Commission's jurisdiction. They are so found to be herein. 

Shenandoah proposes to construct a natural-gas pipeline transmission system 
from a connection with the 26-inch line of Virginia Gas at a point south of Middle- 
town, Va., to points near the cities of Winchester, Virginia, and Martinsburg, 
W. Va. Upon the completion of such construction, and with transmission of 
natural gas obtained from Virginia Gas, Shenandoah will be a natural-gas com- 
pany within the meaning of the act, subject to the jurisdiction of the Commission. 

The facilities which Shenandoah, Rockland, and the Columbia applicants seek 
authorization to construct and operate by their respective applications filed in 
these proceedings are facilities to be used in the transportation or sale of natural 
gas subject to the jurisdiction of the Commission, and the construction and 
operation thereby by such applicants are subject to the requirements of sub- 
sections (c) and (e) of section 7 of the Act. 

Rockland is engaged in the local distribution of natural gas to the public in 
fifteen different communities located in parts of its Eastern Division, which com- 
prises substantially all of Rockland County, and in parts of its Western Division, 
which comprises parts of Orange and Sullivan Counties, N. Y., and is authorized 
to engage in local distribution in nine other municipalities located in Orange 
County, N. Y. 

Shenandoah is authorized to distribute natural gas in the city of Winchester, 
Va. 

Rockland and Shenandoah, each, is a person engaged or legally authorized to 
engage in the local distribution of natural gas to the public within the meaning of 
section 7 (a) of the act. 

Facilities proposed to be replaced and removed by Columbia applicants in 
docket Nos. G-1787, G—1911, G—1931, G-1943 (amended) and facilities to be dis- 
mantled, sold or retired as proposed by Columbia applicants in docket No. G—1893 
are facilities subject to the jurisdiction of the Commission within the meaning 
of the act and the removal dismantling, or retirement thereof are subject to the 
provisions of section 7 (b) hereof as provided therein. 

Applications by Seaboard and Virginia Gas, G-1175, G-1850 (Seaboard), 
G-1261 (Virginia Gas).—Applicant, Seaboard, a Columbia subsidiary, owns and 
operates, for the purpose of transportation and sale of natural gas, portions of a 
continuous 421-mile, 20-inch natural gas transmission pipeline extending from 
Boldman, Ky., to the Maryland-Pennsylvania State line, which are iocated in 
Kentucky, West Virginia, and Maryland, and portions of a continuous 262-mile, 


4 Vide: In the Matters of Atlantic Seaboard Corp. and Virginia Gas Tranamission Corp. 
G—1175, G—1384), F. P. C. opinion No. 225; In the Matters of The Ohio Fuel Gas Co., 
Central Kentucky Natural Gas Co., et al. (G—-1639, G—1648, G—1668), order issued August 
27, 1951; In the Matter of Natural Gas Co. of West Virginia and The Manufacturers Light 
and Heat Co. (G—1451), order issued June 5, 1951; In the Matters of United Fuel Gas Co., 
et al. (G-1761, G—1762), order issued March 28, 1952; In the matter of Home Gas Co. 
(G—1758), order issued October 24, 1951; In the Matter of Rockland Light and Power Co. 
(G—1958), order issued October 8, 1952. 
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26-inch natural gas transmission pipeline extending from Clendennin, W. Va., to 
Rockville, Md., which are located in the States of West Virginia and Maryland.’ 

By its second amended application in these proceedings (G-—1850), Seaboard 
requests a certificate of public convenience and necessity for (1) the construc- 
tion and operation of a compressor station (station C) consisting of one 5,000- 
horsepower gas turbine driven compressor, with auxiliary equipment and 
piping, and housing, at a point on Seaboard’s 26-inch pipeline in Pendleton 
County, W. Va., approximately 127 miles east of United’s Cobb compressor sta- 
tion (W. Va.) ; and (2) the construction and operation of a compressor station 
(station D) consisting of three 880-horsepower gas engine driven compressor 
units, with auxiliary equipment and piping, and housing, at a point on Sea- 
board’s 26-inch line in Hardy County, W. Va., approximately 160 miles east of 
United’s Cobb compressor station, supra. 

The 26-inch transmission pipeline on which the proposed facilities would be 
installed is used, and together with such and other facilities, will be used to trans- 
port natural gas purchased by Seaboard from United at Cobb for resale by Sea- 
board at wholesale to Commonwealth at Bickers, Va., to Washington Gas at 
Rockville, Md., Consolidated at Baltimore, Md., and to Manufacturer's at the 
Maryland-Pennsylvania State line near Coatesville, Pa., in each instance for 
resale for ultimate public consumption for domestic, commercial, industrial, or 
other use. Seaboard does not propose to engage in the distribution of natural 
gas from the G—1850 facilities. 

Financing and revenues.—Seaboard estimates the cost of construction of the 
proposed facilities to be $3,335,000.° 

The budget committee of The Columbia Gas Service Corp. has accepted the 
proposed construction program here involved and The Columbia Gas System, 
Inc., has advised Seaboard by letter dated June 19, 1952 (exh. 21), that Columbia 
will provide the necessary financing by purchase of Seaboard’s equity or debt 
securities, or both, in such manner as to keep Seaboard’s capital structure as 
nearly in balance (50-50) as is practicable. There is evidence indicating that 
joint applications have been made by Seaboard and Columbia to the SEC for 
approval of such financing. 

Assuming the proposed facilities will operate at the load factor estimated for 
the 26-inch line (48 percent), it is expected that at rates paid for gas purchased 
and gas sold, additional gross revenue will total $1,431,497 and that, during 
1953, the balance available for return after revenue deductions and after depreci- 
ation will yield, during 1952, incremental return somewhat in excess of 1 percent. 

Public Convenience and Necessity.—It appears from the evidence that with 
existing facilities the Seaboard System can deliver 284,000 M. c. f. of natural gas 











5 Virginia Gas Transmission Corp., Seaboard’s subsidiary, owns the remaining portions 
of both continuous pipe lines which interconnect at Dranesville (Va.). However, subse- 
quent to the conclusion of the hearing in these proceedings the Commission on September 
18, 1952, issued an order and certificate of public convenience and necessity (G-1906) 
authorizing Virginia Gas to abandon all of its facilities and properties to Seaboard (and 
the latter to acquire), in connection with a proposed corporate simplification involving 
the dissolution of Virginia Gas. These joint facilities are hereinafter sometimes referred 
to as the Seaboard System. 
® By stations, thus: 
Estimated cost of construction: 
III 0 ne sche Teihciaien inc ck eccsan Sclan een ian angelina edn ciietesha ep abate dibs tebaba tad $1, 500, 000 
RIL 2t¥icitinctsasdismascoinsgrinmecnestecreinenipbincnianiiiniaientbaisbadipieitsiamaitnncniaadbees 1, 825, 000 


Se (sic)... $3, 325, 000 
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at Dranesville, Va., and can meet estimated 1952-53 peak day obligations to 
already authorized markets on the basis of existing volume limitations of 70,000 
M. ec. f. per day to Consolidated 7 and 55,000 M. c. f. per day to Commonwealth.® 
However, it also appears from the evidence that in order for the Seaboard 
System to meet estimated peak day requirements, including estimated require- 
ments of Consolidated and of Commonwealth (in part supplied from Boldman), 
during the winter 1952-53, it will be necessary for the 26-inch Cobb line to 
deliver 309,400 C. c. f. of natural gas per day at its junction with the 20-inch 
line at Dranesville, Va. The difference between 1952-53 requirements at Dranes- 
ville and existing system capacity at Dranesville (i. e., 25,400 M. c. f. per day) 
represents substantially the difference between the volumes authorized to, and 
the estimated requirements of, Consolidated, and Commonwealth,’® and fuel 
required for the operation of proposed stations C and D. With the installation 
of these stations, Seaboard would be able to eliminate the foregoing estimated 
deficiency in capacity. 

The issue of public convenience and necessity here primarily depends upon 
consideration of (1) Seaboard’s petition to lift the limitation of 70,000 M. c. f. 
per day on presently authorized deliveries to Consolidated (G-—1175), and (2) 
Virginia Gas’ petition to lift the limitation of 55,000 M. c. f. per day on presently 
authorized deliveries to Commonwealth (G—1261). 

Seaboard’s petition, G-1175.—Seaboard petitions in this proceeding to amend 
the Commission’s order dated July 26, 1949, issuing certificate of public con- 
venience and necessity, alleging in substance that Consolidated is the sole whole- 
sale customer of the petitioner limited to a fixed maximum daily delivery, that 
such limitation curtails flexibility in operation of Seaboard’s transmission system, 
and that the consequent inability of Consolidated to negotiate pursuant to the 
provisions of Seaboard’s F. P. C. gas tariff, fourth revised volume No. 1 (effective 
March 7, 1952) for increased deliveries to meet future requirements places 
Consolidated in a position less advantageous than that of Seaboard’s other 
wholesale customers and constitctes, in this respect, a burdensome, undue and 
unjust discrimination against Consolidated. Seaboard requests, in effect, that 
it be permitted to file service agreements under section 154 of the Commission's 
general rules and regulations for the sale of natural gas to Consolidated pur- 
suant to the CDS-1 rate schedule of its filed F. P. C. gas tariff. By petition 
containing similar allegations Consolidated joins in Seaboard’s request. 

Consolidated, engaged in the distribution and sale of natural gas to some 
314,000 customers in an area comprising Baltimore and contiguous Maryland 
counties, the overall population of which is more than one-half the population 
of the State of Maryland, obtains its entire supply of natural gas from Seaboard 
under the foregoing certificate issued in G-1175. It is the only customer Sea- 
board is authorized to serve that is subject to a fixed volume limitation on 
authorized maximum daily deliveries by its supplier. 

On the basis of estimates revised in June 1952, and assumed conditions as 
to restrictions consistent with those underlying Seaboard’s estimates of its other 
natural gas sales, Consolidated anticipates annual and peak day requirements 
(1,050 B. t. u.) as follows: 


7 Commission's order dated July 26, 1949 (G—1175), 8 F. P. C. 1021. 
* Commission’s order dated March 30, 1950 (G—1261), 9 F. P. C. 627. 
* Viz, 85,000 M. c. f. less 70,000 M. ec. f. 
% Viz, 63,575 M. c. f. less 55,000 M. c. f. 
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| 


Annual Peak day 





Annual | Peak day 
| | — 
| M.c.f. M.c.f. | M.¢. f. | M.c. f. 
Me soe eee ..--| 116, 984, 131 281,147 || 1955.... | 25, 287, 300 | 167, 500 
PRS Sse nos cetenina | 20,323, 755 124, 800 || 1956.....-..-- | 27, 247, 500 184, 900 
Be iredtnce -----| 23,045, 510 148, 000 
| i 


1 Four months actual, 8 months estimated. 
2 Actual peak day, January 29, 1952, 20° F. and wind of 15 m. p. h. 


In this connection it is to be observed that Consolidated limits the use of 
natural gas for boiler fuel, substantially prohibits its use for purposes supple- 
mentary to other fuels, prices natural gas so that in space heating and industrial 
use oil remains competitive, and makes its industrial sales for relatively high- 
grade uses.” 

Assuming peak shaving with high B. t. u. oil gas to 35 percent of peak-day 
send-out, Consolidated estimates maximum daily Gemands upon Seaboard for 
natural gas as follows: 


From Sea- Peak shav- Total 
board ! ing ? 
i wil | - . 
Mek | Ref... I M.c. f. 
70, 000 | 29, 200 399, 200 
85, 000 39, 800 124, 800 
95, 000 53, 000 148, 000 
110, 000 57, 500 167, 500 


120, 000 64, 900 | 184, 900 
| 


1After consideration of the probable most economic combination of gate cost and peak shaving expense 
and the possibility of unforeseen and abnormal conditions. 

2 Including an allowance for the increase in volume from humidification of gas prior to distribution. 

3 Actual 1952 peak-day requirements of 81,147 M. c. f. adjusted for design conditions. 


On November 26, 1952, the Commission issued an interim order (G-1175) 
which, pending decision herein, in effect temporarily authorized maximum daily 
deliveries to Consolidated of 85,000 M. c. f. The petitioners, however, are op- 
posed to relief, which in form consists only of raising the maximum daily limit 
of 70,000 M. c. f. in deliveries by Seaboard to another amount, on the ground of 
discrimination already mentioned and on the further ground of hardship in 
alleged delays and uncertainties attendant upon annual hearings on Consoli- 
dated’s requirements. 

As of the date of the 1949 proceedings in this docket, the Columbia System es- 
timated its total 1950 requirements and gas available to be in balance at 410,947 
M. ec. f., including requirements of new customers and Consolidated which, in all, 
totalled 10,915,000 M. c.f. At the same time it estimated its 1953 requirements to 
be 487,730,000 M. c. f., including 31,375,000 M. c. f. for new customers and Con- 
solidated, and its gas available to be 464,920,000 M. c. f. or less than require- 
ments by some 22,810,000 M. c. f. with additional gas to be obtained either by 
further contracts or additional drilling. 

Similarly, the Columbia System then estimated 1950 peak-day requirements 
to be 2,035,000 M. c. f., consisting practically wholly of demands of existing cus- 
tomers, and also estimated it had sufficient gas available therefor. It estimated 
its 1953 peak-day requirements would be 2,674,000 M. c. f., including 85,000 M. c. f. 


“= Consolidated estimates that space heating saturation will not exceed 23.5 percent by 
the end of 1954. 
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for Consolidated and 61,000 M. c. f. for other possible new customers, and further 
estimated that gas available would be short 62,000 M. c. f. 

Compared with the foregoing, and excepting shortage, annual requirements of 
the Columbia System are now estimated to be 565,592,000 M. c. f. for 1953, in- 
creasing to 705,382,000 M. c. f. by 1956, and peak day requirements to be 3,355,000 
M. c. f. for 1953, increasing to 4,533,000 M. c. f. by 1956. 

Also, the evidence in this proceeding is that the estimated annual load for the 
Columbia System for the year 1953 represents a substantial increase over the 
estimate made for 1953 in 1949, and that in contrast Consolidated’s present esti- 
mate of its annual requirements for 1953 show only one-half of 1 percent in- 
crease over its 1949 estimates; similarly that the current estimated peak day re- 
quirements of the Columbia System for 1953 represents a 26 percent increase 
over the estimate made for 1953 in 1949, and that in contrast Consolidated’s es- 
timated peak day requirements for 1953 show no change as between current and 
earlier estimates. 

On the other hand, current estimates here in evidence indicate that Consoli- 
dated expects a proportionate growth of load from 1953 to 1956, both on an an- 
nual and peak-day basis which will exceed corresponding expected proportionate 
unrestricted growth on the Columbia System for the same period. However, it 
appears that the Columbia System’s method of treating natural gas available as 
a pooled supply so that additions are shared equally by the Columbia System 
operating companies and others would inherently require that Consolidated 
conform its rate of growth of future loads generally with that of the Columbia 
System as a whole, particularly as the evidence affords no basis for assuming 
that the Columbia System would or could resort to favoritism in connection with 
allocations of natural gas from its pooled supply. 

It is noted that Washington Gas Light Co., substantially the larger of Sea- 
board’s wholesale customers, considers itself obligated to make extensions of 
its system wherever new construction takes place in the general Washington 
metropolitan area, when economic so to do, and its long term estimates reflect 
estimated extensions into virgin territory. 

It is apparent upon the evidence in this proceeding, and it is found, that so far 
as practicable public convenience and necessity require that Consolidated be 
provided with additional natural gas service in accordance with its current 
estimate of requirements as set forth in the foregoing paragraphs. 

Further, upon the evidence offered and received in this proceeding, relating to 
the addition of loads by customers of the Seaboard and Columbia Systems, the 
acquisition of additional supplies of natural gas by the latter system since the 
issuance of the Commission’s order dated July 26, 1949, supra, and present re- 
quirements of Consolidated and other customers of these two systems, it is 
found and concluded that the equities between Consolidated and other customers 
of the Seaboard and Columbia System with respect to participation in the Co- 
lumbia System’s pooled supply of natural gas have substantially changed since 
July 1949, that the petitioners, Seaboard and Consolidated, have discharged their 
burden of proof in this proceeding with respect to the parity of equities now 
existing between Consolidated and other customers of Seaboard, and that Con- 
solidated is entitled to have its contract demands determined in accordance with 
the provisions of Seaboard’s filed F. P. C. gas tariff in the same manner as the 
demands of other customers of the petitioner Seaboard of the same class. The 
order included as a part of this decision will provide accordingly. 

Virginia Gas’ petition, G—1261.—Virginia Gas petitions in this proceeding to 
amend the Commission’s order dated March 30, 1950, issuing certificate of public 
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convenience and necessity, alleging in substance that Commonwealth is the sole 
wholesale customer of the petitioner limited to a fixed maximum daily delivery, 
that such limitation curtails flexibility in operation of Virginia Gas’ trans- 
mission system, and that the consequent inability of Commonwealth to negotiate 
pursuant to the provisions of Virginia Gas’ F. P. C. gas tariff, second revised 
volume No. 1 (effective March 7, 1952) for increased deliveries to meet future 
requirements places Commonwealth in a position less advantageous than that 
of Virginia Gas’ other wholesale customers and constitutes in this respect a bur- 
densome, undue, and unjust discrimination against Commonwealth. Virginia 
Gas requests in effect that it be permitted to file service agreements under 
section 154 of the Commission’s general rules and regulations for the sale of 
natural gas to Commonwealth pursuant to the CDS-1 rate schedule of its filed 
F. P. C. gas tariff. By its petition filed in support of the foregoing Common- 
wealth in effect joins in the allegations made by Virginia Gas. 

Commonwealth transports natural gas which it sells wholesale to the city 
of Richmond, to Petersburg and Hopewell Gas Co., to Suffolk Gas Co., to Ports- 
mouth Gas Co., and to the gas department of Virginia Electric & Power Co. 
serving Norfolk and Newport News, respectively, all in the State of Virginia. 
Commonwealth obtains its entire supply of natural gas from Virginia Gas under 
the foregoing certificate and, as of May 1952, through its wholesale sales, serv- 
iced a total of some 132,576 distribution customers in an area with an approxi- 
mate population of 600,000.” It is the only customer Virginia Gas is authorized 
to serve that is subject to a fixed volume limitation on authorized maximum 
daily deliveries by its supplier. 

On the basis of assumed conditions as to restrictions consistent with those 
underlying Virginia Gas’ estimates of its other natural gas sales, Common- 
wealth estimates its annual and peak-day requirements (1130 B. t. u.) as follows: 





















| | 
| Annual | Peak day! || | Annual Peek day ! 
M.c. f. M.c.f. | M.c. f. M.c. f. 
Piideadiecsunseke 2 10, 121, 850 3 23, 238 | PA dwbdsbincodéedednaied 18, 484, 200 73, 158 
e 16, 852, 200 SP RR See ae 19, 197, 100 78, 338 
EL 68, 





1 As Commonwealth does not peak shave, peak day estimates represent requirements from its supplier. 
2 Five months actual, 7 months estimated. 
* Actual, January 12, 1952. 
















Commonwealth makes direct industrial sales only to the Nitrogen Division 
(formerly Solvay Process Division) of Allied Chemical & Dye Corp. (hereafter 
Solvay), and estimates space heating saturations to range from 14.3 percent 
during 1952 to 26.4 percent during 1956. 

The petitioners are opposed to relief which in form is limited to increasing the 
maximum daily limit on deliveries by Virginia Gas, on the ground of discrimina- 
tion already mentioned, and on the further ground of hardship in alleged delays 
and uncertainties attendant upon annual hearings upon Commonwealth’s 
requirements. 

The record in these proceedings does not contain evidence reflecting future 
growth estimated by the Columbia System at the time of the earlier proceedings 
in G-1261 for customers then existing. Except for the possibility of customers 


12The representative character of this figure of 132,576 customers is modified by the 
fact that as of May 1952, most of Commonwealth’s wholesale customers were still in the 
eighteen months development period subsequent to change-over to natural gas. 
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added between the time of proceedings in G-1175 (Consolidated) and G—1261 
(Commonwealth), the overall situation as to Columbia System’s natural gas 
requirements and natural gas available as found by the Commission in its order 
of July 1949 in G-1175, supra, would also pertain to the equity between Colum- 
bia System customers and Commonwealth without substantial modification. 
Circumstances and estimates as to the Columbia System’s natural gas require- 
ments and supplies, considered above with respect to Consolidated’s equity 
(G-1175), therefore, are substantially applicable in the same manner to con- 
sideration of Commonwealth’s equity with respect to the petition pending in 
G-1261. 

Commonwealth’s evidence reveals that estimates made in 1949” as to annual 
utility load growth showed expected increases of from 5,785,542 M. c. f. in 1951, 
during development stage, to 9,618,600 M. c. f. in 1954 and that, due to factors 
not here disclosed but of probable small significance with respect to this issue, 
increases are now estimated to range on a comparable basis from 5,931,206 M. c. f. 
in 1952 during development stage, to 9,052,125 M. c. f. in 1955." 

Also Commonwealth estimated in 1949 that during 1951-54 peak day utility 
loads would grow from 28,565 M. c. f., in the development stage, to 53,240 M. c. f. 
Due to factors not here disclosed, peak day growth during the period 1952 to 
1955 is now estimated to range from 29,303 M. c. f., during the development stage, 
to 42,858 M. c. f.¥ 

Thus, from the foregoing matters it appears that load growths, on the Com- 
monwealth and Seaboard Systems, respectively, as well as on the overall Colum- 
bia System, are not significantly disparate, particularly as to peak days.”* 

Commonwealth presented as witnesses the plant manager of Solvay, the Direc- 
tor of the Coke Division of the Defense Solid Fuels Administration, and the 
Assistant to the Secretary of Agriculture for Defense Requirements, respectively, 
who testified to the effect that the principal products of the Solvay plant are 
nitrogen products, that the presently planned increase in nitrogen production 
at that plant is substantial, that 70-80 percent of the output of nitrogen goes 
to fertilizer and the balance to direct defense and chemical industries, that the 
national nitrogen supply situation is critical, that farmers cannot get the nitro- 
gen they need for food and fibre production, particularly in the middle west, that 
the United States is a net importer of nitrogen, that increased production of 
nitrogen by Solvay constitutes a part of the nitrogen production expansion pro- 
gram of the Department of Agriculture, that the expansion at Solvay will be one 
of the first to get into production, that in nitrogen manufacturing coke will be 
replaced entirely by natural gas, that in the defense effort the steel industry 
needs every pound of coke produced, that the steel equivalent of coke that will 
be replaced at Solvay would be of significant assistance to the defense program, 
that it is not feasible to employ a fuel other than natural gas as a substitute for 
coke and that the Solvay plant requires therefor an increase of 8,000 M. c. f. per 
day in its present contract demand with Commonwealth. 

It is apparent upon the evidence in this proceeding, and it is found, that so far 
as practicable public convenience and necessity require Commonwealth be 


13 See Commission's opinion No. 193 (G—1261, et al.), 9 F. P. C. 70. 

4Tt appears that initiation of service to its wholesale customers took place later than 
had been expected and that the development period on Commonwealth’s system was 
extended. 

% It appears that some of Commonwealth’s customers are intending to peak shave more 
than once estimated. 

1¢ Whether the percent increase is computed on the basis of overall peak day loads or on 
the basis of eliminating firm industrials, using the period 1953-6 as the basis for 
comparison. 
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provided with additional natural gas service in accordance with its current esti- 
mate of requirements as set forth in the foregoing paragraphs. 

Upon the evidence in this proceeding relating to the additions of loads by 
customers of the Seaboard and Columbia Systems, the acquisition of additional 
supplies of natural gas by the latter system since the issuance of the Commis- 
sion’s order dated March 30, 1950, supra, and present requirements of Common- 
wealth and other customers of these two systems, it is found and concluded that 
the equities between Commonwealth and other customers of the Seaboard and 
Columbia Systems with respect to participation in the Columbia System’s pooled 
supply of natural gas have substantially changed since March 1950, that the 
petitioners, Virginia Gas and Commonwealth, have discharged their burden of 
proof in this proceeding with respect to the parity of equities now existing be- 
tween Commonwealth and other Seaboard System customers, and that Common- 
wealth is entitled to have its contract demands determined in accordance with 
the provisions of Virginia Gas’ filed F. P. C. gas tariff in the same manner as the 
demands of other customers of the petitioner Virginia Gas of the same class. 
The order included as a part of this decision will provide accordingly. 

Gas supplies and estimated deliveries.—An official of the Columbia System, 
who is an officer of both United and Seaboard, testified that to enable the Sea- 
board System to meet its peak day requirements (1952-53) the service agree- 
ment between United and Seaboard was being revised to increase United’s obli- 
gation to Seaboard to 446,100 M. c. f. per day. 

The Seaboard System will have available substantially sufficient natural gas 
to meet estimated 1952-53 peak day requirements planned for delivery by means 
of Seaboard’s 26-inch pipeline, viz., 26,600 M. c. f. of Commonwealth’s total 
requirements, 190,500 M. c. f. for Washington Gas,” 85,000 M. c. f. for Consoli- 
dated,” and 27,300 M. c. f. for Manufacturers. 

Seaboard’s herein proposed station C and station D facilities are required to 
provide the Seaboard System with the capacity to deliver 309,400 M. c. f. per day 
at Dranesville to meet 1952-53 estimated peak day requirements of Seaboard’s 
foregoing wholesale customers. 

Further findings and conclusions.—Upon due consideration of the whole evi- 
dence and for the reasons hereinabove stated, it is further found and concluded 
that the applicant, Seaboard, is a qualified applicant and is able and willing 
properly to do the acts and to perform the service proposed and to conform to 
the provisions of the act and the requirements, rules and regulations of the 
Commission thereunder; that the construction and operation of the facilities 
proposed are required by public convenience and necessity ; and that a certificate 
should be issued in this docket as hereinafter provided. 

Interveners Allentown, Harrisburg, Consumers, and Lancaster.—These four 
interveners, subsidiaries of The United Gas Improvement Co. (hereinafter UGI 
Companies), serve gas by their several separate distribution systems to approxi- 
mately 190,000 customers in 8 counties in southeastern Pennsylvania having a 
population of approximately 750,000, 2 also serving the requirements of an affili- 


™ Including this customer’s Maryland subsidiary. 

48 The total of the individual amounts is 329,400 M. c. f., of which 20,000 M. c. f. is tenta- 
tively planned to be obtained by deliveries from Transcontinental in the Washington- 
Baltimore area, or possibly from Consolidated in the form of high B. t. u. oil gas. Should 


this latter amount not be obtainable, it would appear that the resulting deficiency in supply 


of 20,000 M. c. f. would be prorated on the basis of a shortage to the whole Columbia 
System pool. 
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ate, Lebanon Valley Gas Co., which in turn serves some 10,000 additional 
customers.” 

Natural gas supply is obtained by these interveners by purchase from Manu- 
facturers and is used in part for production of 520 B. t. u. and 800 B. t. u. gas for 
ultimate distribution to respective customers.” Allentown and Harrisburg also 
purchase substantial quantities of coke oven gas from Bethlehem Steel Co. (here- 
inafter Steel) ; Consumers purchases 800 B. t. u. gas from Philadelphia Electric 
Co.; and Lancaster produces water gas for distribution in 1 of its 5 operating 
districts, i. e., Lancaster, Pa. 

Under a service agreement dated July 29, 1949, Manufacturers, in short, as- 
sumed the obligation of selling and delivering to Allentown its total natural gas 
requirements, with the proviso that Allentown notify the seller, Manufacturers, 
in writing 2 years in advance, of future changes which would produce require- 
ments in excess of 3,300 M. c. f. per day, contracted for the calendar year 1952. 

Under a service agreement of even date, Manufacturers entered into a similarly 
conditioned obligation to deliver to Harrisburg its requirements in excess of the 
3,600 M. c. f. per day contracted for the calendar year 1952. 

In addition, Manufacturers has similar requirements contracts with Con- 
sumers and Lancaster, being obligated during 1952 to deliver 2,700 M. c. f. per 
day to the former and 3,250 M. c. f. per day to the latter for a total to all four 
interveners of 12,850 M. c. f. per day during 1952. 

On December 7, 1951, Steel notified Allentown and Harrisburg that its exist- 
ing coke oven gas supply contracts with each, expiring on December 31, 1951, 
would not be renewed, stating it had developed use for coke oven gas in steel- 
making operations. Steel, however, gave each of these two interveners a period 
ending July 1, 1953, to obtain alternate sources of supply. 

Pursuant to the terms of the respective service agreements, the interveners 
have given notice to Manufacturers of natural gas requirements effective Jan- 
uary 1, 1953 and 1954, respectively, in which latter Allentown and Harrisburg 
have included natural gas required to replace coke oven gas to be lost July 1, 1953, 
and which compare with present contract quantities as follows :™ 











Present con-| Require- | Require- 
tract quan- | ments, Jan- | ments, Jan- 
tity uary 1, 1953 | uary 1, 1954 
| 
|} M.c, f. M.c.f. | M.e.f. 
II sis cscs sued die ngialadcaeitiln onl 3, 300 7, 000 | 16, 000 
J eee | 3, 600 5, 700 | 13, 000 
Consumers... .....--- 2, 700 10, 250 | 13, 000 
Lancaster... 3, 250 8, 200 | 10, 060 
12, 850 31, 150 | 52, 060 


Manufacturers has notified interveners that it will be able to supply 80 percent 
of the natural gas asked for, effective January 1, 1953, but, so far as the evidence 
here discloses, has not advised interveners concerning its ability to meet require- 





1® Subsequent to the conclusion of the hearing in these proceedings, the Commission, 
upon joint application, on September 3, 1952, issued an order and certificate of public 
convenience and necessity permitting abandonment of facilities and services by these four 
interveners and authorizing UGI to acquire, operate and serve under a plan of merger 
involving dissolution of the subsidiaries. 

2 By order dated December 22, 1952 (G-—1247), 11 F. P. C. 1559, the Commission author- 
ized Manufacturers to sell and deliver natural gas to UGI as successor in interest to these 
intervenors. 

“The 1030 B. t. u. thermal equivalent of coke oven gas, to be lost by 1954, is 9,400 M. c. f. 
per day to Allentown and 6,400 “M. c. f. per day to Harrisburg. 
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ments effective January 1, 1954, which include thermal equivalents for coke oven 
gas to be lost. 

Though Allentown and Harrisburg have considered the construction of facili- 
ties to manufacture replacement gas, they elect, in effect, to rely upon the 
requirements provisions of their respective service agreements with Manu- 
facturers and, in substance, propose here that any approval given applications 
of Columbia applicants involved in these consolidated proceedings be conditioned 
upon these interveners obtaining full requirements, including the foregoing 
thermal equivalents of coke oven gas to be lost. Manufacturers questions that 
the authorization granted by the Commission In the Matter of The Manufacturers 
Light and Heat Co., et al., G-1247, etc., enables it to render natural gas service 
for coke oven gas lost, though in this connection it may be noted that the 
Commission’s opinion accompanying the order issuing the certificate in G-1247 
states that Manufacturers there sought authorization for the sale and delivery 
of all of the natural gas requirements of these interveners, that the order therein, 
among other things, authorizes Manufacturers to operate the facilities as 
described in its application in that docket, and that thereafter, in a manner not 
inconsistent with the terms of the foregoing order (G—1247), Manufacturers 
entered into requirements contracts with Allentown and Harrisburg, respec- 
tively, containing no conditions or limitations which in anywise qualify the 
nature of the requirements Manufacturers is obligated to meet after 1952 as 
dependent upon cause or causes giving rise to the increase in requirements. 

With respect to the relief here sought, it is noted that the Commission’s order 
of June 19, 1952, permitted intervention by these interveners “in the proceedings 
named in their petitions,” i. e., Allentown, Consumers, and Harrisburg in 
G-1175,." and Allentown, Consumers, Harrisburg and Lancaster in G-—1261. 
It results, therefore, that such relief as may be here granted to these inter- 
veners must be related to the subject matter of the petition filed by Seaboard 
in G-1175 and Virginia Gas in G—1261, and, accordingly, a condition of the 
nature sought by these interveners must attach, if it is to attach, only to such 
order or orders as may issue in these dockets, as otherwise requirements of 
notice and due process would be fundamentally violated. 

Moreover, the election by these interveners to proceed by intervention in 
docket Nos. G-1175 and G-—1261 involves matters concerning certificates issued 
to subsidiaries of the Columbia System other than Manufacturers (Seaboard 
and Virginia Gas), for the benefit of two wholeSale purchasers of the Columbia 
System (Consolidated and Commcnwealth) other than these interveners, and 
thus poses limited issues which, as to merits, can only concern the consideration 
of discrimination or equities which exist or may exist between Consolidated 
and these interveners in G—1175, and Commonwealth and the same in G—1261. 

In this connection it is observed that the several interveners put in evidence 
by reference in this proceeding exhibits 56 and 57 in docket No. G-1277 (re- 
opened) and exhibits 21 and 42 in docket No. 1247, containing, briefly, in respect 
to each intervener, the service agreement with Manufacturers, maps delineating 
the intervener’s service area, information as to the number of customers served 
and estimated to be served, and the intervener’s estimated natural gas require- 
ments. However, estimated 1954 natural gas requirements as obtained from 
these exhibits do not appear to be the same as those the witness testified in this 
proceeding to be the current estimates of such requirements notified to Manu- 
facturers and tabulated above. Evidence in support of such current estimates 


Lancaster participated in these proceedings on the basis of its intervention in the 
original certificate proceedings in G—1175. 
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consists simply of the witness’ testimonial statement that these are the respective 
interveners’ requirements. Nor is satisfactory explanation offered to reconcile 
the marked differences in increases in load estimated for the respective inter- 
veners over present contract requirements, other than partially by reference 
to the loss of coke oven gas, and generally by reference to further conversion 
to natural gas. It is found and concluded that whether equities might exist in 
favor of these interveners, as against Consolidated and Commonwealth, cannot 
be favorably determined on the basis of the evidence thus offered and received. 

As set forth in preceding sections of this decision, equitable grounds exist 
entitling Consolidated and Commonwealth to have the same unconditioned right 
to negotiate with subsidiaries of the Columbia System for additional quantities 
of natural gas to meet estimated requirements as have other customers of the 
same class. Evidence received in this proceeding on behalf of the UGI Com- 
panies does not lead to, and would not support, the conclusion that such relief 
to which they may be entitled as against customers of the Columbia System as 
a whole, can be asserted equitably against Consolidated and Commonwealth only. 

Therefore, the request of the UGI Companies that their full natural gas 
requirements be met, before deliveries by the Seaboard System to meet any 
additional requirements of Consolidated and Commonwealth are authorized, 
would be unduly discriminatory both in form and in substance. 

Nor have these interveners established the propriety of using, as they here 
propose, what are essentially certificate proceedings in G-1175 and G—1261 to 
interpret, supplement, or enforce obligations founded upon the certificate issued 
in G-1247, or so to gain the independent statutory or contractual relief to which 
they may possibly be entitled. 

Accordingly, the relief sought by the interveners herein is denied as hereinafter 
ordered. 

Shenandoah Gas Co. (G—-1448).—Applicant Shenandoah is a Virginia corpor- 
ration, authorized as well to do business in West Virginia, and, under a 30-year 
franchise to distribute natural gas in Winchester, Va. By its duly filed amended 
application, Shenandoah applies herein for a certificate of public convenience and 
necessity, pursuant to the provisions of section 7 (c) of the act, to authorize 
the construction and operation of a natural gas transmission pipeline system 
extending from a point on the existing 26-inch line of Virginia Gas located south 
of Middletown, Va., to a point near the city of Winchester, Va., and thence to a 
point near the city of Martinsburg, W. Va. Shenandoah also requests that, 
pursuant to the provisions of section 7 (a) of the act, the Commission order 
Virginia Gas to establish a physical connection with the facilities of applicant 
and sell to it its requirements of natural gas for service in the area which it 
proposes to serve. 

Applicant’s proposed service area extends along U. S. Route 11 in the Shenan- 
doah Valley for a distance of approximately 39 miles from its proposed connection 
with Virginia Gas to Martinsburg. The population, largely concentrated in the 
cities of Winchester and Martinsburg, totals approximately 35,000. Agriculture 
of the area consists principally of fruit growing and industry principally of lime 
and brick making, fruit preserving, and woolen manufacture. Applicant proposes 
to distribute natural gas in Winchester and several small communities, to sell 
natural gas directly to industries adjacent to the pipeline, and at wholesale for 
resale to Martinsburg Gas and Heating Co. (Martinsburg) at Martinsburg, W. Va. 

The transmission system would consist of, principally, an 8-inch pipeline 39 
miles in length and 5 laterals of 3 to 4-inch pipe, 0.2 to 1.19 miles in length. 
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Applicant estimates the overall first year cost of its transmission and distri- 
bution systems, including general property and working capital, to be $1,615,614,75 
which it proposes to finance by the sale of $1,100,000 of 4 percent sinking-fund 
bonds and $630,000 of common stock.*4 

Applicant estimates that in the first complete year of operations (1954 
assumed) it will serve some 1,564 residential and commercial customers and 
Martinsburg some 2,305 such customers, numbers that by 1957 are estimated to in- 
crease to 3,899 for Shenandoah and 3,191 for Martinsburg. Applicant also 
estimates that out of a potential of some 20 to 22 it will serve six, and Martinsburg 
four, industrial customers throughout the period *>5 for use in brick and lime 
kilns, and other purposes, including boiler fuel in processing and heating,”¢ 
though as far as this proceeding is concerned only 4 of the 10 have indicated an 
interest in conversion of use to natural gas. 

On the basis of assumed load factors, estimated average uses and saturations 
per residential customer, commercial uses experienced by Martinsburg, and 
substantial estimated sales to industries (firm and interruptible), applicant 
computes its peak day (10°) and annual requirements, including unaccounted 
for gas, as follows (1040 B. t. u.): 








Peak day Annual 
1954 1957 | 1954 1957 
M.c. f. M.¢. f. M.¢. f. M.¢. f. 
ON eS eastside ae ee 1, 483 3, 124 1, 230, 229 1, 438, 217 
UN NIIITID 7 saci isbn laine ntti tinataaiebtednas 721 1, 954 403, 604 537, 869 





2, 204 | 5, 078 1, 633, 833 1, 976, 086 
I ' 





! Retail distribution and direct industrial. 
2 Martinsburg Gas & Heating Co. 


Using an overall load factor of 80 percent, applicant computes its contract re- 
quirements to be 1.25 times the average daily requirement or 5,600 M. c. f. per 
day, commencing November 1954, increasing to 6,800 commencing November 1957, 
and expects to realize therewith a. return of 4.83 percent in 1954, increasing 
year by year to approximately 7.5 percent in 1957.” 

While seeking here an original contract demand of 5,600 M. c. f. it is apparent 
that Shenandoah’s project would require more than this amount to be feasible. 

Although Virginia Gas would have to construct only a metering station and 
possibly a pressure regulating station, to make the required deliveries to Shenan- 


Increasing by the fifth year, with subsequent additions to the distribution system, to 
an estimated $1,988,976 

* Martinsburg would also require new funds initially totaling $101,225 to be met by the 
proceeds of a proposed issue of 4% percent mortgage bonds. 

* Shenandoah would serve The Standard Lime & Stone Co. and Jones & Laughlin Steel 
Co. (lime making), near Martinsburg; American Brake Shoe Co., National Fruit Products 
Co., and Shenandoah Brick and Tile Co., at Winchester; and M. J. Grove Lime Co., at 
Stephens City. Martinsburg would serve Coble Dairies, Smith Bakery, Interwoven Stocking 
Co., and National Fruit Products Co. at Martinsburg. All represent an assumed 100 
percent conversion in terms of natural gas equivalent, except The Standard Lime & Stone 
Co., National Fruit Products Co., and Interwoven Stocking Co., where assumed conversion 
ranges from about 10 percent to 78 percent of potential load per customer. 

* Boiler use to be limited by Shenandoah’s tariff provision to 500 M. ¢. f. per day per 
customer. 

The corresponding returns for Martinsburg are estimated to be 4.88 percent and 9.8 
percent, respectively. 
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doah, the immediate and controlling issue in this docket is whether the Seaboard 
System would have to enlarge its transportation facilities to render the service 
proposed—section 7 (a) of the act providing here, in effect, that the Commission 
shall have no authority to compel the enlargement of Seaboard System’s trans- 
portation facilities for the purpose of ordering physical connection of the latter’s 
transportation facilities with, and sale of natural gas to, Shenandoah. 

The testimony of one of Seaboard System’s witnesses, uncontradicted and un- 
impeached, is that the system did not have facilities available whereby it could 
undertake to make additional deliveries to Shenandoah of the magnitude of 
5,600 M. c. f. demand and would have to install additional horsepower in order 
to do so. There was no questioning on this statement and no rebuttal evidence 
offered with respect thereto. 

Evidence indicating some possible flexibility exists in the Seaboard System 
because deliveries at Dranesville (Va.) may, under certain conditions possibly 
exceed those shown on exh. 16; and evidence indicating the possible existence of 
factors favorable to Shenandoah’s application because of Shenandoah’s method of 
computing its contract demand by load factor rather than by estimated peak day 
firm loads, is insufficient to constitute contradiction or rebuttal of the foregoing 
testimony of the Seaboard System’s witness. 

Therefore, disregarding as irrelevant here the fact that the Seaboard System 
intends to propose in future proceedings the installation of additional facilities 
to’meet estimated 1953-54 peak day loads, it must be concluded that the issuance 
of the order requested by Shenandoah would be unauthorized under the act and 
that Shenandoah’s application for such an order, and for a certificate of public 
convenience and necessity in this proceeding, should both be dismissed without 
prejudice, as hereinafter provided. 

The Ohio Fuel Gas Co. applications.—Applicant, Ohio Fuel, a Columbia subsid- 
iary, makes application for certain certificates of public convenience and necessity 
to replace and enlarge and construct and operate, and for statutory approvals to 
abandon and retire, various natural gas transmission facilities in the dockets 
following, and in the manner and for the purposes hereinafter summarized. In 
each instance the materials required for the proposed project is available, and 
in no instance is service to new markets proposed. 

G-1787.—Applicant proposes the replacement and enlargement of certain of its 
natural gas transmission pipeline facilities by construction of new facilities as 
follows: 

1. Approximately 15 miles of 20-inch steel pipeline to replace sections of ap- 
plicant’s existing 18-inch pipeline (line “A”) between Centerville measuring sta- 
tion, Montgomery County, Ohio, and Howell Junction, Greene County, Ohio, to- 
gether with appurtenant facilities including valves and regulators; 

2. Approximately 13 miles of 20-inch steel pipeline to replace additional sec- 
tions of line “A”, supra, completing the replacement thereof between Centerville 
and Howell Junction ; 

3. Approximately 26 miles of 20-inch transmission pipeline from applicant’s 
Crawford compressor station, Fairfield County, Ohio, westward toward appli- 
cant’s Mt. Sterling compressor station, constituting a partial looping of appli- 
cant’s line “A” in that area. 

The foregoing proposed facilities are to be located, generally, in what is re- 
ferred to as applicant’s western marketing area. Its existing facilities in this 
area connect with the facilities of Texas Gas Transmission Corp. (Texas Gas) 
and Texas Eastern Transmission Corp., respectively. Natural gas to be received 
through these connections, on a peak day (1953-54), will be insufficient to satisfy 
expected winter requirements in the area and will, therefore, have to be sup- 
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plemented during winter periods with gas transported by the applicant, westward 
from its Crawford compressor station. Also firm and interruptible deliveries of 
natural gas, to be received in this area from Texas Gas during the summer, will 
exceed local market requirements and a substantial part thereof will be trans- 
ported by the applicant eastward for storage. 

For the summer transportation, the facilities described in subparagraphs 
1 and 2 are required to enable applicant to operate this section of its transmission 
system at pressures approximating 500 pounds (as compared with present lower 
operating pressure limits) and to move 110,000 M. c. f. per day of the foregoing 
expected deliveries from Texas Gas eastward, the facilities described in sub- 
paragraph 3 being required at the same time to permit delivery of 105,000 M. c. f. 
at Crawford at a terminal pressure of 300 pounds, in order to avoid the necessity 
of having to install additional compressor facilities at the latter location. 

For winter transportation (1953-54) the facilities described in sub-paragraph 
3 are required to enable the delivery of 62,500 M. c. f. of natural gas westward 
from Crawford compressor station, with a controlling pressure of 185 pounds 
at Howell Junction.” 


The estimated cost of construction of the proposed facilities totals: ™ 
15 miles of 20-inch line 


13 miles of 20-inch line 
26 miles of 20-inch line 


Applicant proposes to finance the cost of its overall construction program for 
1952 approximating $20 million, with 35% percent installment promissory notes 
to be issued to Columbia and by the sale of common stock thereto, at par. While 
the evidence includes an undertaking by Columbia, subject to the jurisdiction 


of the S. E. C.” to provide for cash requirements connected with construction 
of the 15 miles of 20-inch line, it was not until after the hearing concluded that 
the applicant submitted a copy of a letter from Columbia, purporting to under- 
take to provide cash requirements for the overall project. From all the evidence 
received during the hearing relating to similar undertakings by Columbia with 
respect to Columbia applicant’s projects, it is scarcely to be doubted that appli- 
cant will be able to obtain the funds here required. 

On the evidence received, it is therefore here found (1) that applicant is a 
qualified applicant and is able and willing properly to do the acts and to perform 
the service herein proposed as well as to conform to the provisions of the act 
and the requirements, rules, and regulations of the Commission thereunder; 
(2) that the proposed construction is required by, and the abandonment and 
retirement of facilities to be replaced by the construction proposed between 
Centerville and Howell Junction is permitted by, the public convenience and 


necessity ; and (3) that a certificate should be issued in this docket as herein- 
after provided. 


% Applicant has assumed that an additional 95,000 M. c. f. (firm) would be delivered by 
Texas Gas on a peak day. The Commission’s order accompanying opinion No. 232 (G—1847, 
dated July 24, 1952), limited this additional amount to 70,359 M. c. f. This, however, 
would apparently increase the necessity of applicant having the proposed 26 miles of 
20-inch loop line for winter transmission. The amount assumed to be delivered by Texas 
Gas during the summer does not appear to be affected. 

2 Compare a total of $2,605,700 appearing in revised exhibit E of the amended applica- 
tion. This latter figure is not in evidence. 

*® Securities and Exchange Commission. 
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G-1911.—Applicant proposes the construction and operation of certain replace- 
ment natural-gas transmission pipe line facilities for service to applicant’s 
Findlay, Tiffin, and Fostoria, Ohio, market areas, and for approval of the removal 
of certain existing 8-inch and 10-inch pipeline so replaced. 

Applicant therefore proposes to construct approximately 33 miles of 20-inch 
transmission pipeline extending from a connection with applicant’s line D at its 
junction with applicant’s line D-96, and following generally the route of appli- 
cant’s existing lines, line D-31 and line D—42, to the vicinity of the town of New 
Riegel, at which point connection will be made with applicant’s existing lines, 
line D-36 and line D-40. Applicant thereupon proposes to abandon replaced 
lines D-31 (10-inch) and D-42 (S inch), including approximately 9.5 miles of 
line 31 connecting with line D to the south. 

There has been a substantial and continued growth in annual and peak day 
loads in that part of applicant’s retail marketing area which includes (1) the 
markets to be directly connected (1953-54) to the proposed replacement line, 
and (2) those lying northward, to and including Toledo, Ohio. It is estimated 
that actual sales (1951) of 6,054,169 M. c. f., in markets to be directly con- 
nected, will increase to 9,638,000 M. c. f. in the year 1956, and that actual peak 
day requirements of approximately 40,000 M. c. f. in the winter 1951-52 for such 
markets will increase to an estimated 67,200 M. c. f. in the winter 1955-56. By 
deliveries fronr applicant's Pavonia compressor station into lines D-96 (toward 
D-42) and D-100 (toward Toledo) and by deliveries through parallel lines T 
and T-50 (from Toledo) there were delivered into the overall general area 
141,000 M. c. f. on the peak day 1951-52, with deliveries contributed by lines 
D—42 and D-31 (to be replaced) restricted because their age and condition 
impose a limit for safe operating pressures of 160 pounds maximum. 

Market requirements in the same overall general area are expected to increase 
from the foregoing 141,000 M. c. f. to an estimated 175,000 M. c. f. for 1952-53. 
The estimated maximum capacity of existing facilities is 150,000 M. c. f. per day. 
The increase in capacity thus required of 25,000 M. c. f. will be provided to some 
substantial amount by the facilities here proposed.“ The absence of such an 
increase in capacity would require curtailments in deliveries beyond those that 
could be practicably effected by industrial cut-backs in the area, and this situa- 
tion would lead, according to the witness, to a “general breakdown” in service. 

The proposed replacement is also the first step in a program looking, in effect, 
to the eventual extension of the presently proposed replacement line to appli- 
cant’s existing markets at Toledo. Thus, tentative plans for 1953 include ex- 
tension to a point of connection with applicant’s lines T and T-50 and at some 
future time the replacement, thence to Toledo, of existing line T. Accordingly, 
the section of line here proposed is being designed for a potential capacity of 
some 100,000 M. c. f. per day.” 

As there are no large-volume steel and glass industrial users in the market 
area, curtailments in the amount of possible supply deficiencies on the Columbia 
System would not immediately affect the volume of deliveries expected to be 
made from these facilities. 

Cost of construction, subject to upward revision for handling and freight, if 
material has to be transferred from other locations, is estimated to be $1,400,000. 

The retirement of facilities here proposed involves a credit to fixed capital of 
$243,600 and net salvage of $83.500. 


%1 However, it appears that requirements for presently direct-connected markets will in- 
crease from 28,300 M. c. f. per day (1951-52) to but 34,100 M. ¢c. f. (1952-53). 

2 Deliveries to Toledo to be approximately 40,000 M. c. f. per day by 1954-55, with 
60,000 M. ce. f. for the other markets en route. 
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Columbia has undertaken, subject to the jurisdiction of the SEC, to provide 
or to cause to be provided necessary financing in the amount here estimated to 
be required. 

Applicant rests its case as to financial and economic feasibility on consideration 
of the facilities as supplemental facilities. 

On the evidence received, it is found that applicant is a qualified applicant and 
is able and willing properly to do the acts and to perform the service proposed 
and to conform to the provisions of the act and the requirements, rules, and 
regulations of the Commission thereunder; that the proposed construction is 
required by, and the abandonment and retirement of facilities to be replaced by 
such proposed construction is permitted by, the public convenience and necessity; 
and that a certificate should be issued and approval granted in this docket as 
hereinafter provided. 

G-1931.—Applicant proposes the construction and operation of natural gas 
transmission pipeline facilities which it states are required for protection of 
service to its existing Shelby, Ohio, market, and applies also for authorization 
for the subsequent removal of an existing supply line, which applicant states is 
no longer capable of rendering adequate service to Shelby. 

The proposed construction consists of approximately 4 miles of 8-inch pipeline 
extending southward from applicant’s line D-100 to the town border station at 
Shelby, Ohio, to take advantage of a shorter distance to a better source of supply 
(line D-100). Existing facilities to be retired consist of approximately 4.7 
miles of 6-inch pipeline installed in 1902 extending eastward from applicant’s 
line D to Shelby. 

On the peak day in 1951 the existing line transported approximately 3,625 
M. c. f. at maximum safe operating pressure, which is limited, because of age 
and condition of the line, to 90 pounds. It is estimated that peak day require- 
ments at Shelby, in general conformity with increases in requirements in appli- 
cant’s general retail area, will total 4,400 M. c. f. in 1952-538, increasing to 6,000 
M. c. f. by 1956. 

With regard to what the witness terms “critical flow conditions”, and assum- 
ing an initial pressure regulated to 150 pounds, the design capacity of the line 
is approximately 14,000 M. c. f., whereas that of a 6-inch line would be but 
9,000 M. c. f. 

Applicant originally estimated cost of construction of the line to total $92,500, 
now subject to an increase in the order of $10,000 for increased cost of pipe. 

In connection with the proposed retirement, applicant estimates a credit to 
fixed capital of $18,400 and net salvage of $7,000. 

Columbia has undertaken, subject to the jurisdiction of the SEC, to either 
itself provide or cause to be provided necessary financing to cover costs of con- 
struction as originally estimated. From the evidence of record there is no doubt 
that the foregoing additional cost in excess of the original estimate can be met 
by Applicant, if required to do so, from its own resources. 

On the evidence received, it is therefore found that applicant is a qualified 
applicant and is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the act and the require- 
ments, fules, and regulations of the Commission thereunder; that the construc- 
tion proposed is required by, and the abandonment and retirement of facilities 
to be replaced is permitted by, the public convenience and necessity; and that 
a certificate should be issued and approval granted in this docket as hereinafter 
provided. 

G-1986.—Applicant applies in this docket for a certificate of public convenience 
and necessity authorizing the construction and operation of additional natural 
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gas transmission pipeline facilities, to consist of the partial looping of an exist- 
ing transmission line (line D-822) required, it is stated, for protection of service 
to applicant’s existing markets at Lima and Kenton, Ohio. 

The proposed construction consists of approximately 17 miles of 16-inch 
transmission line as a partial loop of applicant’s comparatively new line (D-322), 
from applicant’s lines T and T-50 west to a point where a branch connects with 
line D-322 for service to Mount Victory and Ridgway, Ohio. The proposed 
facilities are to be used primarily in rendering service at wholesale to West 
Ohio Gas Co., and to a lesser extent for service to applicant’s retail markets and 
at wholesale to Lake Gas Co. 

On the peak day of 1951 actual deliveries to the markets and customers in 
question totaled 45,771 M. c. f." It is estimated that deliveries in 1953 will 
increase to 54,700 M. c. f. and in 1956 to 72,500 M. c. f. per day. Estimates of 
requirements for applicant’s retail markets follow the growth trend of appli- 
cant’s composite retail markets, while estimates of requirements for wholesale 
markets are made by the respective wholesale purchaser. 

Applicant is obligated to make deliveries to West Ohio Gas Co., at 75 pounds 
pressure. With existing facilities, and the load of 54,700 M. c. f. estimated for 
1953, it would be necessary for applicant to maintain an initial pressure of 460 
pounds at the junction of its line D-322 with line D, which last would in turn 
require pressures at applicant’s Treat and Pavonia compressor stations, which 
provide supply, in excess of maximum pressures which such stations are able 
to maintain. With the proposed looping a pressure of but 385 pounds would be 
required at the above junction, and there would be provided a satisfactory solu- 
tion with respect to imposed conditions as to initial and terminal pressures.” 

Applicant expects delivery of pipe in time for construction and estimates the 
cost of construction of the proposed 17 miles of loop line to total $600,000. 

Columbia has undertaken to either itself provide or cause to be provided 
financing necessary to cover the estimated cost of the proposed construction. 

On the evidence received, it is therefore found that applicant is a qualified ap- 
plicant and is able and willing properly to do the acts and to perform the service 
proposed and to conform to the provisions of the act and the requirements, rules, 
and regulations of the Commission thereunder; that construction of 17 miles 
of loop line as here proposed is required by the public convenience and necessity ; 
and that a certificate should be issued in this docket as hereinafter provided. 

G-1943.—Applicant applies in this docket for a certificate of public convenience 
and necessity authorizing the construction and operation of natural gas trans- 
inission pipeline facilities, which, it states, are required for protection of service 
to its existing market at New London, Ohio. 

Applicant’s existing line serving New London, D-232, also serves the com- 
munities of Shiloh and Greenwich enroute. 

General load growth expected for the future in the three communities requires 
an improvement in facilities, and applicant here proposes to construct approxi- 
mately 8.5 miles of 6-inch pipeline to extend from its line L-2121 to the town 
border station at New London. By supplying New London from line L—2121, 
applicant is not only able to take advantage of a better source of supply for New 
London but that part of line D-232 serving Shiloh and Greenwich will be able 
to continue to meet requirements in those remaining markets over a relatively 
long peri6d of time. Aplicant further proposes to abandon that part of line 


#3 29,943 M. c. f. was for wholesale service. 
*% Applicant also plans to further extend the proposed loop as market requirements in- 


crease, e. g., in 1953 by an additional 20 miles to be the subject of further application 
under section 7 of the act. 
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D-232 which extends beyond Greenwich, except for certain portions which supply 
customers adjacent to Greenwich and New London, respectively. 

Market requirements estimated for the three communities for the winter 
1952-53 total 2,040 M. ec. f., of which requirements for New London represent 
approximately 1,500 M. c. f. Delivery of requirements of such amount to New 
London requires initial pressures of 120 pounds at Greenwich, whereas the older 
section of line D-232, extending to New London, cannot be safely operated at 
pressures above 100 pounds. 

Applicant estimates the cost of construction of the new facilities to be $140,000. 
Columbia has undertaken, subject to the jurisdiction of the SEC, to either itself 
provide or cause to be provided the financing necessary to cover estimated costs 
of construction in the above amount. 

On the evidence received, it is therefore found that applicant is a qualified 
applicant and is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the act and the require- 
ments, rules and regulations of the Commission thereunder; that the construc- 
tion proposed is required by, and that the abandonment of retirement of facilities 
proposed is permitted by, the public convenience and necessity; and that a 
certificate should be issued and approval granted in this docket as hereinafter 
provided. 

The Manufacturers Light & Heat Co., Natural Gas Co. of West Virginia, and 
Home Gas Co.—jointly (G-1893).—The applicants, The Manufacturers Light 
& Heat Co. (Manufacturers), Natural Gas Co. of West Virginia (Natural), and 
Home Gas Co. (Home), constituents of the Pittsburgh group and subsidiaries of 
The Columbia System, apply in one application for several certificates of public 
convenience and necessity to construct, install, and operate, and for statutory 
approval to dismantle, sell, abandon, and retire, various natural gas transmission 
facilities in the manner and for the purposes following. In each instance 
materials required for the construction proposed are available and in no instance 
is service to new territory proposed. 

The Manufacturers Light and Heat Co. job No. 1—Applicant proposes to 
construct and operate 0.73 mile of 6-inch natural gas transmission line along 
Mattern Road, from a point in Greentree Borough, Allegheny County, Pa., to 
Banksville Road, city of Pittsburgh, Allegheny County, Pa., for the purpose of 
delivering additional natural gas into a portion of Mount Lebanon and a portion 
of Dormont Borough, Allegheny County. 

In the winter of 1951-52, Manufacturers experience difficulty in getting natural 
gas in required quantities into this area. It received 147 complaints of no gas 
or insufficient gas in the immediate area surrounding Banksville Road. The 
existing line on Greentree Road had an adequate supply of natural gas during 
that winter obtained from the general Hickory area through Manufacturers’ 
main transmission system. Manufacturers proposes, therefore, in effect the 
construction of a crossover line between its Greentree Road line and its Banks- 
ville Road line to correct the deficiency in local deliveries which, for the winter 
1952-53 is estimated to be some 2,869 M. c. f. against estimated total require- 
ments of 7,400 M. c. f. 

The total estimated cost for the project is $27,000. 

Job No. 3.—Applicant proposes to construct and operate several sections of 
12-inch gas transmission line totaling 1.17 miles in length, to replace three sec- 


*% For reasons appearing in the testimony of applicant's engineering witness, Manufac- 
turers, by motion granted in hearing, in manner duly provided by the Commission’s rules 
of practice and procedure (section 1.11), amended its part of the joint application so as to 
eliminate jobs Nos. 2, 4, 5, 6, 8, 9, 12, and 13. 
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tions of existing composite 8-inch and 12-inch line in the South Hills area of 
Pittsburgh, between a point in Upper St. Clair Township, Allegheny County, Pa., 
and a point on Tourist Route No. 88 in Castle Shannon Borough, Allegheny 
County, and to retire and salvage 2.3 miles of existing 8-inch and 370 feet of 
existing 12-inch line, supra, which the proposed construction is intended to 
replace. 

The new facility is to be located along Washington Road and Highland Road 
to make possible the removal of three short and separated sections of double 
8-inch line laid in 1886 through open farm country, which has since become 
built up. Local authorities have pressed applicant to relocate its lines on roads, 
and the new facility is to be located along Washington Road and Highland Road 
to clear and make safe locations now suitable and valuable for other purposes. 

The estimated overall cost of construction is $11,300. 

The retirement of the 8-inch and 12-inch lines involves a book cost of $20,350 
and net salvage of $1,400. 

Job No. 7.—Applicant proposes to construct and operate 5.9 miles of 12-inch 
gas transmission line from McAllister Farm, in Hopewell Township, Washington 
County, Pa., to the city of Washington, Washington, County, Pa., to construct and 
operate a measuring and regulator station at said city gate, and to retire and 
salvage 5.9 miles of 8-inch line laid in 1900 which the proposed construction is 
designed to replace. 

The city of Washington, population of 46,000, is presently served from the 
west through the 8-inch line (No. 32) to be retired, from the south by 10-inch 
line (No. 35) and from the east by 8-inch line (No. 628) and its connection with 
line No. 36. Approximately 12,000 M. c. f. is deliverable by line No. 32, a possible 
5,000 M. c. f. per day is available from line No. 35, and 3,000 M. c. f. over line 
No. 628. For the year 1952-53 the estimated peak day requirement for the 
city is 37,400 M. c. f., establishing a deficiency in peak-day supply of approxi- 
mately 17,000 M. ec. f. 

Additional gas is available to the area from Applicant’s 20-inch line No. 1 
and 16-inch line No. 1360 to the west. The existing 8-inch line to the west 
(No. 32) was installed in 1900, is adjacent to buildings, and cannot be safely 
operated at high pressure. Applicant’s proposed 12-inch replacement between 
McAllister Farm and the city would be located on completely new right-of-way 
and at 160 pounds inlet pressure have a capacity to deliver 35,000 M. ¢. f. to the 
city per day. About 60 percent of the pipe in line No. 32 can be salvaged and 
used elsewhere in applicant's low-pressure systems. 

The cost of construction of the measuring and regulator station is estimated 


to be $43,758 and the transmission line $210,242. Retirement of the existing 


S-inch line involves book cost of property in the amount of $38,000 and a net 
cost of retirement of $8,000. 

Job No. 10.—Applicant proposes to construct and operate 1.09 miles of 6-inch 
gas transmission line from a point in West Bridgewater, Beaver County, Pa., 
to a point in the Borough of Beaver, Beaver County, Pa., along city streets. 

The portiton of the Borough of Beaver to be connected with the facilities here 
proposed is presently supplied through a single 3-inch and 4-inch line (No. 176) 
from the south and has experienced a deficiency of gas on peak days and days 
requiring volumes only 80 percent or S5 percent of peak-day demands. During 
such periods the 6-inch line (No. 173) supplying the adjacent Borough of West 
Bridgewater has had ample gas available. Asa measure to correct the deficiency 
of suy ply in the Borough of Beaver it is proposed to interconnect lines 173 and 
176. 























































































































622 FEDERAL POWER COMMISSION 


Total cost of construction of the proposed 6-inch interconnecting line is esti- 
mated to be $32,700. 

Job No. 11.—Applicant proposes to retire and sell or salvage approximately 
7.06 miles of 6-inch * gas transmission lines from its regulator station No. 1969, 
Romersburg Borough, Clarion County, Pa., to a point near line No. 5980, Porter 
Township, Clarion County, Pa. 

This line was installed part in 1914 and part in 1925, using second-hand 
casing, for the purpose of transporting natural gas from local wells in the 
general area. The wells are exhausted and the line paralleled by applicant’s 
10-inch line No. 5020, is shut off and not in use, and has not been used or useful 
since approximately 1943. Its retirement will not result in lack of service to 
any customers. The line is not salvagable except for junk. 

The book cost of the property to be retired is $17,105, with an estimated net 

salvage of $4,282. 
* Job No. 14.—Applicant proposes to construct and operate 0.44 mile of 12-inch 
gas transmission line in the city of Wellsville, Columbiana County, Ohio, and 
to retire and abandon 2,005 feet of S-inch gas transmission line which the pro- 
posed construction is designed to replace. 

The existing 8-inch line was built in 1900 and since partly replaced with light 
wall, second-hand casing. It is now under paving and is difficult to maintain. 
Although the proposed 12-inch line will provide a somewhat greater capacity, 
the purpose of the construction is to locate a line which applicant will be able 
to operate safely and economically. The existing line will be abandoned in 
place. 

Cost of construction is estimated to total $23,700. 

The book cost of the 8-inch line proposed to be retired is $3,300. Cost of retire- 
ment is estimated to be $100. 

Job No. 15.—Applicant proposes to retire and dismantle its Slippery Rock 
compressor station in Slippery Rock Township, Lawrence County, Pa., con- 
sisting of 700-horsepower in gas engine driven compressor units, with necessary 
appurtenances and structures. 

The compressor station, aforesaid, was originally built to pump natural gas 
from the Slippery Rock Field into the city of Newcastle. Additional horsepower 
was added later to handle additional natural gas bought from other producers 
in that general area. All production on the suction side of the station is so 
depleted that not enough natural gas is being produced in the field to furnish 
the requirements of main-line customers in the summer, and other natural gas 
is being “back-fed” through the station to supply such customers. The station 
is no longer used and useful and the equipment, now obsolete, will be dismantled 
and sold for junk. 

The book cost of the station complete is $55,000. Net salvage is estimated at 
$5,000. 

Job No. 16.—Applicant proposes to retire a 126-horsepower compressor unit 
at its Brinker compressor station in Salem Township, Columbiana County, Ohio. 

This compressor station was built as a two-stage station for the purpose of 
handling gas in and out of applicant’s Brinker storage field. Because of the 
increases in rock pressure and deliverability at the storage field, it is no longer 
required to maintain this horsepower on the low side of the station and the 
unit no longer serves a useful purpose at its present location. Applicant thus 
proposes to remove the unit for use elsewhere on its property. 


Book cost of the equipment to be retired is $10,100. Net salvage is estimated 
to be $8,800. 


* In fact 554, 6, and 614 inch. 
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Natural Gas Co. of West Virginia, Job No. 17."—Applicant proposes to con- 
struct 4.7 miles of 8-inch and 11 miles of 10-inch transmission line, to retire and 
salvage 14.7 miles of 8-inch transmission line, between a point of connection 
with Tennessee Gas Transmission Co.’s line in Hanover Township, Columbiana 
County, Ohio, and Sebring, Columbiana County, Ohio, and to construct 5.6 miles 
of 10-inch transmission line from Grove Farm, Knox Township, Columbiana 
County, aforesaid, to a point just south of Alliance, same county. 

The Alliance and Sebring, Ohio, markets include more than one-half of the 
gas requirements of Natural. The line furnishing gas to the area and numerous 
main-line customers en route (8-inch No. 8000, which applicant here proposes to 
retire) was laid in 1909. A recent leakage survey of 80 percent of the length of 
ihe line revealed a total of 544 leaks, from large to small, which cannot be rem- 
edied by further adjusting couplings. Applicant therefore does not consider the 
line serviceable for either transmission or intermediate distribution, and here pro- 
poses to construct a parallel 10-inch line from Hanover to Grove Farm, to thence 
cross, over new right-of-way, directly to Alliance, with an 8-inch stub line con- 
tinuing from Grove Farm to Sebring alongside existing line No. 8000. In order 
also to eliminate a regulator station and to operate its southerly line No. 6015 
as an independent line, applicant proposes the construction of an additional 
stub line on the southern end of its system. 

With existing facilities and pressure limitations, 11,000 M. c. f. would be 
available on the peak day of the current heating system at Grove Farm for 
Sebring and Alliance, of which but 5,400 M. c. f. can be transported to Sebring 
and 1,260 M. c. f. (line 6048) to Alliance. While Alliance can be supplied an 
additional 5,400 M. c. f. over other facilities from the south (line 6033) it will 
still be short 3,500 M. c. f. on the peak day. 

With the proposed facilities, and pressure at Grove Farm but slightly higher 
than that presently maintained, there will be provided capacity to deliver the 
natural gas required for the peak day 1952-53, to Sebring (and Beloit) and 
Alliance from applicant’s source of natural gas supply in the southern part of 
Columbiana County. 

The cost of new facilities, including land rights, measuring and regulator 
station structure and equipment at Alliance, and transmission mains of con- 
version pipe, is estimated to total $840,000. 

Applicant will be able to continue service to its main-line customers along 
the routes of lines No. 6033 or No. 8000. 

The book cost of property to be retired is $45,000 with net salvage estimated 
to be $29,900. 

Job No. 18—Applicant proposes to retire two 125-horsepower rotary com- 
pressor units at its Stark compressor station, Sandy Township, Stark County, 
Ohio, and to sell these units to Manufacturers for use as portable units at 
original cost less depreciation. 

This station is located at the junction of applicant’s lines Nos. 6004 and 6015. 
It was installed for the purpose of pumping gas obtained over both lines from 
the Stark County Field for delivery over line No. 6015 to Malvern and the rest 
of Natural’s properties in Ohio. The Stark County Field is now depleted, and 
in the winter gas is delivered from the east to supply main-line customers along 
these lines. 

The book cost of the property is $19,600 and estimated net salvage is $17,400. 


s? Applicant, by motion granted in hearing, in manner duly provided by the Commissicn’s 
rules of practice and procedure (section 1.11), amended this job under the joint application 
to conform with the testimony given under the general issues and here summarized. 
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Home Gas Co., job No. 19 *.—Applicant proposes to construct and operate (a) 
13 miles of 12-inch transmission loop line from a point in the town of Erin, 
Chemung County, N. Y., to a point in the town of Tioga, Tioga County, N. Y., 
and (b) 6 miles of 12-inch transmission line to be located in the vicinity of 
Binghamton, N. Y., from a point east of Westover, in the town of Maine, Broome 
County, N. Y., to the village of Port Dickinson, 3 miles south of applicant’s pres- 
ent point of delivery to Binghamton Gas Works (Binghamton Gas) at Hinman’s 
Corners, Broome County, aforesaid. This latter section, it is said, will be located 
on the route of a shorter 12-inch transmission line which applicant intends to 
eventually construct along the southern tier of New York State, to replace its 
present A System, some of which was laid as early as 1880, and will also provide 
an advantageous point of delivery to Binghamton Gas 3 miles nearer the city of 
Binghamton. 

Applicant estimates 1952-53 peak day requirements for the Binghamton area 
(after peak shaving) to be 34,300 M. c. f. per day, of which some 26,500 M. c. f. 
is proposed to be delivered from Home’s storage areas to the west and some 
7,800 M. c. f. from its connection with Manufacturers at Port Jervis to the east. 

By putting in the above lines it will be possible for Home during 1952-53 to sup- 
ply most of the requirements at Binghamton out of its Dundee storage area, and, 
by regulating pressures at supply points so that natural gas purchased day to day 
at the eastern end of its system is prevented from backing off storage gas com- 
ing from the Dundee Field, Home will be able to maintain a system load factor 
tending to minimize demand charges on its gas purchases. 

On the basis of estimated loads, without the installation of the facilities pro- 
posed, Home would have to operate its Dundee compressor station at 470 pounds 
discharge to deliver the quantities of storage gas expected to be required at 
Binghamton. The evidence is that such pressures would be in excess of allow- 
able safe working pressures on the facilities involved. 

Cost of the proposed construction totals an estimated $668,000. 

Financing.—Columbia has in effect undertaken, subject to the jurisdiction of 
the Securities and Exchange Commission, to either itself provide or cause to be 
provided financing sufficient to cover over-all net costs of $1,898,018 estimated 
as aforesaid with respect to the foregoing jobs. 

Findings under section 7 of the act.—On the evidence of record, hereinabove 
considered, it is found and concluded that each applicant is able and willing prop- 
erly to do the acts and to perform the service herein proposed and to conform 
to the provisions of the act and the requirements, rules, and regulations of the 
Commission thereunder; that the construction and operation proposed by each 
applicant, respectively, is required by the public convenience and necessity ; that 
the abandonment and retirement of facilities herein proposed is permitted by 
the public convenience and necessity ; and that a certificate should be issued and 
approval granted in this docket as hereinafter provided. 

Each of the joint applicants herein is a qualified applicant within the meaning 
of section 7 (e) of the act. 

Rockland Light and Power Co. (G-1901).—Applicant, Rockland Light & Power 
Co. (Rockland), applies here for a certificate of public convenience and necessity, 
pursuant to section 7 (c) of the act, to authorize construction and operation of 
certain facilities to provide natural gas service to the towns of Warwick, Chester, 


*% Applicant, by motion granted in hearing, in manner duly provided by the Commission's 
rules of practice and procedure (section 1.11), amended this job as originally proposed 
in the joint application so as to conform with the testimony given under the general issues 
and here summarized. 
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and Monroe, and the villages of Warwick, Greenwood Lake, Chester, Florida, 
Monroe, and Harriman, all in Orange County, New York (hereinafter collectively 
Warwick area), none of which is now served with natural gas, and also for an 
order to direct Home Gas Co. (Home) of the Columbia System to establish physi- 
cal connection of its natural gas transportation facilities with the facilities of, 
and sell natural gas to, Rockland for resale in the Warwick area. 

Rockland is an electric and gas company, serving some 12,000 gas customers in 
the State of New York, in communities having a combined population somewhat 
exceeding 80,000." It presently obtains for distribution in its existing service 
areas natural gas from Home at 3 points, 1 of such points being in the vicinity 
of Port Jervis, N. Y., and the others in the vicinity of Middletown, N. Y., and 
in eastern Rockland County, N. Y., respectively. 

The Warwick area covers territory extending east of Rockland’s Port Jervis 
and Middletown service areas to Tuxedo Township adjacent to the Rockland 

Younty line,“ and contains a population, village and rural, of approximately 235,- 
000. Rockland kas obtained the necessary local franchises and has applied to the 
Public Service Commission of New York for further authority in relation to the 
exercise thereof. The proceeding before that Commission remains open to enable 
Rockland to secure an adequate supply of natural gas. 

Applicant here proposes to construct and operate two 4-inch transmission lines 
estimated to cost a total of $304,596," one of which would extend approximately 
10 miles from the village of Warwick northward across Home’s transmission 
pipeline, where it would interconnect, to the villages of Florida and Chester; the 
other, approximately 11.5 miles from Greenwood Lake northward across Home’s 
line, where it would also interconnect, to the villages of Monroe and Harriman. 
Each of such lines would also supply rural customers located along its route. 

It is proposed to render service to the town and village of Warwick immedi- 
ately after receipt of the approvals and orders applied for to this and the New 
York Commission, and to render service to the other communities successively 
over a period of 3 or 4 years.” 

Natural gas requirements for the Warwick area, peak day and annual, esti- 
mated on the basis of no restrictions, are as follows: 


Peak day | Annual 





s M.¢. f. M.¢. f. 

First year 134 13, 592 
Second year a tel ‘ 314 32, 779 
Third year._._.. : aatinkan mubeae 3 ‘ | 495 51, 104 
Fourth year__...__-. : ; . ae panacea 656 67, 674 
Fifth year !____- ‘ Sati Sa iad : in 791 81, 397 


1 This year would be, in fact, the fifth year for Warwick only. It would be approximately the second 
year for Harriman. 


*® Rockland is also taking steps to acquire the facilities of Rockland Gas Co. which 
serves approximately 14,000 gas customers. 

“If Rockland acquires the facilities of Rockland Gas Co., the former’s service area, 
including the Warwick area, would be continuous from Port Jervis to the Hudson River. 

“|The transmission line, installed by Warwick Gas Co. from Home's line (unconnected) 
to the village of Warwick, has been acquired by Rockland. The estimated cost of the 
Warwick-Chester line is $145,826, and of the Greenwood Lake-Harriman line, $158,770. 
Local distribution facilities, to be installed over an expected period of approximately 7 
years, are estimated to cost an additional $431,506. 

“Florida and Greenwood Lake, in the second stage, Chester and Monroe in a following 
stage, and Harriman. 
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Applicant proposes to finance the necessary facilities by loans from banks, as 
needed, to pay off by proceeds from subsequent sales of bonds and equity securi- 
ties—a plan in current use by Rockland in connection with present construction 
on its electrical system. Applicant’s witness also testified, in effect, that he 
expected it would be feasible to finance the construction of the proposed natural 
gas facilities by cash on hand at the time. 

The immediate and controlling issue in this docket concerns the contention of 
respondent’s counsel (Home’s) that applicant has not discharged its burden of 
proof. Applicant’s witness gave general testimony on direct as to estimated 
peak day and annual natural gas requirements, and operating expenses. As to 
requirements, he testified, in summary, that estimates of customers and of peak 
day and annual volumes of natural gas required, were made under his super- 
vision; that these were determined (1) after a check and survey of the fran- 
chise area by the applicant’s business representatives and engineers who laid 
out the transmission and distribution systems, and (2) on the basis of (a) the 
estimated number of customers to be added at variable intervals per year after 
service becomes available, (b) the application of ratios and percentages that 
applicant’s experience in adjacent territory had shown to be applicable, and (c) 
natural gas use experienced in adjacent territory with similar degree days, in 
accordance with the type of home and commercial establishment served. As to 
estimated operating expenses, he testified, in part and in summary, that these 
were made by applicant’s operating employees who obtained information from 
the new business department as to estimated customers and business involved 
and were also based on experience in adjacent territory as to the personnel 
necessary for the rendering of service in the area proposed. 

When cross-examined by counsel for the respondent (Home), on the subject of 
estimated natural gas requirements, the witness was unable to answer as to the 
average use applied to the various classifications of customers, shown in appli- 
cant’s exhibit 48, as to average use assumed as to house heating customers, or 
as to the design temperature used for the peak day. Counsel for the respondent 
asserted that attempted cross-examination by him on such subjects was based 
upon inability to otherwise reconcile the number of customers with estimated 
requirements on any basis of use that seemed reasonable. On further cross- 
examination, the witness was also unable to testify what dollar amounts were 
assignable to various items included in the estimated annual totals of operating 
expenses appearing in applicant’s exhibit 53. Counsel for the respondent 
asserted that attempted cross-examination by him on the subject of operating 
expenses was based upon the belief that operating expense totals seemed unduly 
small and that he had no other way of testing them than by cross-examination. 
Despite the foregoing results, counsel did not move to strike any part of the 
direct, but he did make a request at the conclusion of his cross-examination that 
certain supporting figures be submitted, and seems to have properly concluded 
that this matter would receive some further consideration by the applicant.“ 
In any event, counsel for the respondent misled no one in failing to move to strike 
and must be deemed to have substantially saved his position as though he had. 


Though the hearing lasted another week, applicant made no further offer in 
this connection. 


“ Applicant’s counsel had stated: “I think the record is complete, and to present the 
testimony of the witness as to how he derived the figures that are included, except for 
such detail as he may have in his office, isn’t economical at the present time.” (T. 822.) 


Respondent’s counsel states in his brief that no further information has been furnished 
him by applicant. 
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It is to be observed that operating expenses and return are complementary 
with respect to the matter of feasibility, that on the basis of estimates received 
in evidence the return to applicant from its proposed first-year operations will be 
small and will not thereafter reach 5-6 percent until some 8 years hence, and, 
further, in order to obtain the higher return, natural gas in quantities larger than 
those above set forth would eventually be required. Whatever effect is given 
the general statement of the witness on redirect that service to the Warwick 
area would be an “integral part” of the applicant’s operations, he had previously 
testified that if the applicant did not eventually receive quantities of natural gas 
beyond the foregoing fifth year estimates, the extension to the village of Harri- 
man would probably be abandoned. 

While admittedly the amount of natural gas sought by Rockland in this pro- 
ceeding, on either a peak day or annual basis, is small in terms of either the entire 
Columbia System’s or Home’s requirements,“ the “comparatively small volume” 
rule, applied by the Commission In the Matters of Manufacturers Light and Heat 
Co. et al. (G-1247, etc.), 8 F. P. C. 426, 437, and In the Matters of Warwick Gas 
Corp., et al. (G—1476, ete.) October 2, 1952, 11 F. P. C. 667, is a rule of summa- 
tion and effect and is not addressed to the question here involved which is sub- 
stantially due process. 

The above-stated inability of the witness to testify on cross-examination served 
to deprive the respondent of its right to cross-examine and test the accuracy of 
the witness’ testimony to a significant degree. Under such circumstances, to 
make findings required under section 7 (a) and 7 (c) of the act, in order for the 
applicant to obtain its order and certificate, would ultimately and improperly 
impose upon the respondent a tangible obligation and burden without due proc- 
ess. The application of Rockland in this proceeding should, therefore, in all 
respects, be denied. 

Central Kentucky Natural Gas Co. (G-1905).—Applicant, Central Kentucky 
Gas Co. (Kentucky), a member of Columbia System’s Charleston Group of 
operating subsidiaries, applies for a certificate of public convenience and neces- 
sity for the construction and operation of approximately 8.8 miles of 20-inch 
gas transmission pipeline to complete the looping of its existing 14-inch gas 
transmission pipeline (line E) extending northward through North Means, Ky., 
for the stated purpose of eliminating hazards of operation in connection with 
the rendering of natural gas service at wholesale to the greater Cincinnati area. 
Service to new territory is not proposed. 

Applicant supplies The Cincinnati Gas & Electric Co. and The Union Light, 
Heat & Power Co. with substantial quantities of natural gas for distribution 
in the greater Cincinnati area. Of total deliveries of 347,400 M. c. f. estimated 
to be made to the area on the 1952-53 peak day, The Ohio Fuel Gas Co., 
applicant’s affiliate, is expected to deliver a contract demand quantity of 50,000 
M. c. f. and applicant similarly 297,400 M. c. f.* 

Applicant’s facilities serving this area consist of (a) 235 miles of 20-inch 
line extending from Kenova, W. Va., via Foster to Cold Spring, Ky.,” built in 
1909, since looped from Foster to Cold Spring with 20.8 miles of 24-inch line, 
which is expected to transport on the 1952-53 peak day 73,000 M. c. f. to Foster 


“The Columbia System is herein opposed to serving section 7 (a) customers on the 
ground that it conceives its utility responsibility to require that it serve existing markets 
on an unrestricted basis before it undertakes to render service to new areas. The validity 
of this view, as it may apply to Rockland’s application, though in apparent conflict with 
several past decisions of the Commission, is not a matter which must here be decided. 

“ Including requirements for certain space heating conversions. 
“FE. g., Cincinnati, Ohio. 
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and thence to Cold Spring; and (b) 63 miles of 14-inch line extending from the 
facilities of Tennessee Gas Transmission Co. to Foster, built in 1946, since 
powered, and looped for all but the 88.8 miles here involved, which is expected 
to transport in its present condition of looping on the same peak day 224,400 
M. c. f. to Foster for ultimate delivery to Cold Spring for the greater Cincinnati 
area, 

The construction of the 8.8 miles of additional 20-inch loop on applicant’s 
existing 14-inch line as here proposed, would, by completing looping of that line, 
increase line capacity by 85,000 M. c. f. per day, although gas supplies are not 
available to utilize such additional capacity. 

Cost of construction of the proposed 8.8 miles of loop facilities, estimated to 
be $676,000, would be added to applicant’s current net plant investment of 
$17,059,974 for rate base purposes. At the same time applicant anticipates 
receiving no additional revenues from operation of the new facilities, although 
there would be also some increase in operating expenses therefor. Nor does 
applicant make any direct point as to the use of such facilities to increase 
deliveries in the future, assuming it obtains sufficient supplies of natural gas 
for the purpose. 

While applicant’s witnesses testified in effect that the new facilities are 
proposed solely in connection with the better assuring of safety of operation 
and continuity of service to the greater Cincinnati area, it was testified that 
the 14-inch line is well designed and safe,“ and the evidence discloses no more 
than one break in the past (1951), with respect to which, however, it was 
testified “the Cincinnati area had to curtail quite a bit.” 

It appears that the proposal for additional looping for reasons of safety 
and continuity of service was first advanced by applicant’s Cincinnati area 
eustomers. The Public Utilities Commission of Ohio by telegram entered of 
record also supports the application and urges that it be granted, stating therein, 
among other things, that the Cincinnati area now depends upon 8.8 miles of 
unlooped 14-inch line for 60 percent of its peak day requirements. It also 
appears that management has taken into consideration the investment involved 
as well as the matter of the additional factor of safety now being sought of it. 

The 20-inch pipe required for the construction and a portion of 16-inch pipe 
required for a river crossing is in stock. The Petroleum Administration for 
Defense has authorized the installation, subject to the approval of the 
Commission. 

Applicant proposes to obtain funds for the project from its parent, Columbia, 
which has advised applicant that, subject to the jurisdiction of the SHC, it will 
either provide or cause to be provided the necessary financing in the amount 
above set forth. 

On the evidence of record, hereinabove considered, it is found and concluded 
that applicant is a qualified applicant within the meaning of the act; that 
applicant is able and willing properly to do the acts and to perform the service 
herein proposed, and to conform to the provisions of the act and the require- 
ments, rules and regulations of the Commission thereunder; that the con- 
struction and operation of the proposed facilities is required by the public 
convenience and necessity; and that a certificate therefor should be issued as 
hereinafter provided. 

United Fuel Gas Co. (G-1952).—Applicant, United Fuel Gas Co. (United), 
a major supplier of natural gas to affiliated companies in the Columbia System, 


«7 Applicant’s witness testified the 14-inch line was mill tested before installation to a 
pressure of some 1,200 pounds or more, and is expected to operate within allowable work- 
ing pressures which provide for a margin of safety of some 20 percent or more. 
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applies for a certificate of public convenience and necessity for the construction 
and operation of certain additional facilities, stated to be required for the 
purpose of meeting natural gas requirements of present customers, as follows: 

Item 1.—Applicant proposes to construct and operate an 880-horsepower com- 
pressor station, together with dehydration plant, axuiliary units, and appurtenant 
equipment, to be located at its storage pool X-4. 

The primary purpose of this facility is to raise the pressures in storage pool 
X-—4 from 600 pounds to 850 pounds, to increase the storage capacity by 1 million 
M. ec. f., annual deliverability by 500,000 M. c. f. and peak day deliverability by 
10,000 M. c. f., approximately. 

Injection volumes to this pool to date have been received from the 20-inch 
line of Tennessee Gas Transmission Co. with pressures direct from that line 
averaging 650 pounds. The highest leveled off field pressure possible under such 
circumstances is 600 pounds. By the installation here proposed applicant will 
be able to pressure the field to approximately 850 pounds, resulting in the in- 
creases in capacity and deliverabilities above set forth. 

The estimated cost of proposed facility is $528,000. 

Item 3.—Applicant proposes to construct and operate approximately 9.9 miles 
of 20-inch gas transmission loop pipeline to extend from its Coco compressor 
station to its Cobb compressor station. 

The purpose of this facility is to increase peak day deliverability from appli- 
cant’s storage pool X-52. 

The proposed installation, together with certain operating modifications, will 
result in an increase in peak day deliverability from storage pool X-52 of ap- 
proximately 100,000 M. c. f. 

It is estimated that the cost of this loop will be $611,000. 

item 4.—Applicant proposes to construct and operate approximately 5.5 miles 
of 10-inch gas transmission pipeline to extend from United’s proposed storage 
pool X-56 to Seaboard’s Cobb-Rockville 26-inch gas transmission pipeline. 

The primary purpose of this facility is to make possible the transportation of 
natural gas to and from applicant’s storage pool X-—56. 

When fully activated pool X-56 is estimated to have a maximum storage capac- 
ity of 5 million M. c. f. at 800 pounds and a peak day deliverability of 30,000 
M. c. f. 

The cost of construction of the additional facility here proposed is estimated 
to be $167,400, over and above estimated costs for acquisition and reconditioning 
pool X—56 totalling $547,140. 

Item 5.—Applicant proposes to construct and operate approximately one-half 
mile of 14-inch gas transmission pipeline, to extend from its Bowers measuring 
station to its Elk gasoline plant, the purpose of which is to replace certain of 
its transmission facilities serving the city of Charleston, W. Va., consisting of 
2,500 feet of 10-inch line D and 2,500 feet of parallel 8-inch line C, laid in 1903 
and 1906, respectively. Each of these lines immediately adjacent to the main 
measuring station for the city lies in a thickly congested area, and are obsolete 
to the point where it is no longer safe to operate at the pressure required. 

It is estimated that this replacement will cost $19,500 to construct. 

Items 6 and 7.—Applicant proposes to construct and operate approximately 
2.5 miles of 6-inch gas transmission loop pipeline to extend from its Grapevine 
compressor station to the present terminus of its line X-7-M-—1 (Item 6). 

The purpose of this facility is to increase peak day deliverability from appli- 
cant’s storage pool X-7. 

Deliverability from pool X-7, including an additional well drilled since its ac- 
tivation, is greater than anticipated but is restricted by an excessive pressure 
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drop from pool to compressor station. The installation of this facility would in- 
crease peak day deliverability approximately 5,000 M. c. f. by decreasing line 
friction in the present system. 

Applicant also proposes to construct and operate approximately 3 miles of 6- 
inch gas transmission loop line to extend from its Grapevine compressor station 
to its 20-inch gas transmission pipeline SM-—80 (Item 7). 

The purpose of this facility is to increase peak day deliverability from both 
of applicant’s storage pools X-7 and X-8 looping applicant’s existing line 
X-8-M-1 which is in effect an extension of line X-7-M-1, above. The existing 
facility (X-8-M-1) is restricting the deliverability of storage gas by an excessive 
pressure drop from station to line. The installation of this facility is not only 
necessary in connection with Item 6 but would also increase deliverability from 
storage pool X-8 by approximately 1,000 M. f. c. per day. 

The estimated cost of the Item 6 facility is $39,000 and of the Item 7 facility 
is $46,700. 

Items 2 and 8.—Applicant proposes to construct and operate three additional 
1,100-horsepower gas engine driven compressor units and to supercharge three 
existing 880-horsepower gas engine driven compressor units to 1,100-horsepower, 
and to install necessary foundations, piping, and fittings in its Lanham com- 
pressor station. 

The purpose of these facilities is to enable applicant to transport natural gas 
to proposed storage pool X-58 with injection scheduled for early 1953. 

When fully activated pool X-58 will have a maximum storage pressure of 
1,400 pounds and an estimated maximum withdrawal rate of 120,000 M. c. f. per 
day. Applicant asserts that construction of the compressor station must precede 
construction of other field facilities to be subsequently applied for in this 
connection. 

The cost of construction of the additional facilities here applied for is esti- 
mated to be $1 million over and above estimated costs for acquisition and recon- 
ditioning pool X-—58 totalling $623,900. 

All Items.—The evidence is that, except for Item 5, above, the facilities pro- 
posed by applicant in this docket relate primarily to the development of United’s 
storage program and are essential for adequacy and continuity of service to 
United’s present markets generally. These facilities will be operated in conjunc- 
tion with United’s present integrated transmission facilities as may be required 
to meet market and storage requirements. 

Materials required are available or suppliers have advised they are in position 
to make deliveries in time for construction. 

Estimated overall costs of the facilities included is $2,411,600 which applicant 
proposes to finance with funds to be received from its parent, Columbia, the 
latter having advised applicant, in effect, that subject to the jurisdiction of the 
SEC it will provide the necessary financing. 

On the evidence of record, hereinabove considered, it is found and concluded 
that applicant, United, is a qualified applicant within the meaning of the act; 
that applicant is able and willing properly to do the acts and to perform the 
service herein proposed, and to conform to the provisions of the act and the 
requirements, rules and regulations of the Commission thereunder; that the 
construction and operation of the facilities proposed are required by the public 
convenience and necessity; and that a certificate therefor should be issued as 
hereinafter provided. 

Conditions proposed as to use of facilities and service rules.—Staff counsel 
proposes in his brief, in effect, that certificates issued Columbia applicants in 
this proceeding be conditioned to (1) limit the use of facilities authorized to 
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transportation and delivery by each respective applicant of volumes of natural 
gas available to meet estimated 1952-53 peaks, and (2) require that each ap- 
plicant file emergency service and uniform curtailment rules consistent with 
maximum daily requirements estimated in these proceedings. 

Counsel, however, proposes no subsidiary findings and conclusions upon which 
such conditions could be based nor does it appear that such can be derived from 
the evidence or would be supported thereby. 

As to curtailment, applicant’s problem would appear to be concerned princi- 
pally with meeting load growth in the future, that is, not so much with cur- 
tailment as with the imposition of possible restrictions. There is evidence in 
this proceeding that the Columbia applicants are cognizant of the nature of 
the problem confronting them and would, if necessary, take appropriate steps 
to meet it. In any event there is no basis in evidence for presuming the contrary. 

Nor does it appear that any of the conditions advocated by staff counsel would 
solve the problems he assumes, for the service of the Columbia applicants is 
not confined to operations and service subject to the jurisdiction of the Com- 
mission. 

Moreover staff counsel’s proposals as to service rules is that a general con- 
dition of the kind requested be inserted, without any determination in this de- 
cision and order as to the specific nature and content thereof or of any sub- 
sidiary provisions, ostensibly leaving each applicant to be its own judge with 
respect to the substance, method, and end of the matter involved. Such a pro- 
vision in an order would afford neither the applicant nor the Commission stand- 
ards of compliance. It would be inconclusive and unenforceable. 


REQUESTED FINDINGS AND CONCLUSIONS 


Upon considerations of the record herein and the contentions and briefs of 
counsel—findings and conclusions requested by the participants in these pro- 
ceedings inconsistent with the findings and conclusions hereinbefore made are 
herewith denied. 

Wherefore, it is ordered, subject to review by the Commission, on appeal or 
on its own motion, as provided by its rules of practice and procedure, that: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant, Atlantic Seaboard Corp., to construct and op- 
erate the facilities hereinbefore described, all as more fully described in the 
application, as amended and supplemented, in docket No. G—1850, for the trans- 
portation and sale of natural gas as therein set forth, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant, The Ohio Fuel Gas Co., to construct and operate 
the facilities hereinbefore described, all as more fully described in the applica- 
tions, as amended and supplemented, in dockets Nos. G-1787, G-1911, G—1931, 
G-1936, and G-—1943, for the transportation and sale of natural gas as therein 
set forth, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order. 

(C) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant, The Manufacturers Light and Heat Co., to con- 
struct and operate the facilities hereinbefore described, all as more fully de- 
scribed in the application, as supplemented and amended, in docket No. G—1893, 
for the transportation and sale of natural gas as therein set forth, subject to 
the jurisdiction of the Commission, upon the terms and conditions of this order. 

(D) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant, Natural Gas Co., of West Virginia, to construct 
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and operate the facilities hereinbefore described, all as more fully described in 
the application, as supplemented and amended, in docket No. G—1893, for the 
transportation and sale of natural gas as therein set forth, subject to the juris- 
diction of the Commission, upon the terms and conditions of this order. 

(E) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant, Home Gas Co., to construct and operate the 
facilities hereinbefore described, all as more fully described in the application, 
as supplemented and amended, in docket No. G-—1893, for the transportation 
and sale of natural gas as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(F) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant, Central Kentucky Natural Gas Co., to construct 
and operate the facilitites hereinbefore described, all as more fully described in the 
application in docket No. G-1905 for the transportation and sale of natural gas 
as therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(G) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant, United Fuel Gas Co., to construct and operate 
the facilities hereinbefore described, all as more fully described in the application, 
as supplemented, in docket No. G—1952, for the transportation and sale of natural 
gas as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

(H) Applicants, The Ohio Fuel Gas Co., The Manufacturers Light & Heat Co., 
and Natural Gas Co. of West Virginia, be and they hereby are authorized to 
abandon such of the facilities hereinbefore described, as more fully described 
in their applications, as they propose to abandon, subject to the jurisdiction of 
the Commission, upon the terms and conditions of this order. 

(1) Paragraph (A) of the Commission’s order dated July 26, 1949, in docket 
No. G-1175, be and the same hereby is modified, effective as of the date upon 
which this order shall become final, by eliminating the words “a maximum of 
70,000 M. c. f. of” and the words “per day” supplementary thereto, and in all 
other respects said order shall be and remain the same. 

(J) Paragraph (B) of the Commission’s order dated March 30, 1950, in docket 
No. G—1261, be and the same hereby is modified, effective as of the date upon 
which this order shall become final, by eliminating the words “a maximum daily 
volume of 55,000 M. ec. f. of,” and in all other respects said order shall be and 
remain the same. 

(K) The request of the Intervener UGI Companies, that certain conditions 
hereinabove set forth be included in the certificates issued herein, be and the 
same is hereby denied. 

(L) The amended application filed by Shenandoah Gas Co. in docket No. 
G-1448, be and the same hereby is denied. 

(M) The application filed by Rockland Light and Power Co. in docket No. 
G-—1901 be and the same hereby is denied. 

(N) The following condition be and the same is hereby attached to issuance 
of each certificate respectively issued in paragraphs (A) through (G) hereof: 

The certificate herein granted shall be void and without force or effect unless 
accepted in writing by the respective applicant within 30 days from the date this 
order shall become final. 

(O) The following conditions be and the same are hereby attached to the 
exercise of rights granted by each certificate issued respectively in paragraphs 
(A) through (G) hereof: 
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(1) The construction of the facilities hereinbefore described shall be com- 
pleted by each respective applicant and said facilities shall be in actual operation 
thereby within 90 days from the date of the issuance of this order. 

(2) Each such applicant shall file with the Commission, in writing and under 
oath, an original and four conformed copies of the following, as to the respective 
facilities which it is by this order authorized to construct and operate. 

(i) Within 10 days after the bona fide beginning of construction of such 
facilities, notice of the date of such beginning ; 

(ii) Each month after the date of the issuance of this order, a progress report 
showing the exact status of the construction of such facilities ; 

(iii) Within 10 days after such facilities have been constructed and placed in 
operation, notice of the date of such placement; and 

(iv) Within 6 months after such facilities have been constructed and placed 
in service, and the operations hereby authorized have commenced, a statement 
showing the actual cost of constructing said facilities, by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, con- 
tingencies, and all other items of cost, together with a statement showing and 
explaining the cause of any difference between actual cost and estimates of cost 
relied upon by said applicant. 

(3) In those instances in which construction of facilities, hereinabove au- 
thorized in paragraphs (A) through (G), have been authorized by temporary 
certificate heretofore issued by the Commission, each applicant shall file with 
the Commission, in writing and under oath, an original and 4 conformed copies 
of the following: 

(a) Within 30 days from the date this order shall become final, notice of the 
date of the bona fide beginning of the construction of the facilities herein au- 
thorized to such applicant, notice of the date on which such construction was 
completed, and the date on which operation was commenced. 

(b) Within 6 months from the date this order shall become final, a statement 
showing the actual cost of constructing said facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, con- 
tingencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimates of 
cost relied upon by the applicant. 

(4) The certificates hereby issued are not transferable and shall be effective 
only so long as the respective applicant continues the operations authorized by 
this order and in accordance with the provisions of the Natural Gas Act, as well 
as any applicable rules, regulations, or order of the Commission. 

(P) Each applicant, to whom authorization and approval of the abandonment 
of facilities has been granted herein, shall report to the Commission, in writing 
and under oath, the date on which said facilities were abandoned as herein 
authorized. 

Bwine G. Simpson, 
Presiding Hraminer. 


Order modifying and affirming as modified initial decision of presiding examiner 
May 1, 1953 


On March 5, 1953, the presiding examiner certified and filed with the secretary 
of the Commission the record herein, including his initial decision which was 
served upon all parties to these proceedings. 
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By his decision and accompanying order, the presiding examiner, subject to 
review by the Commission on appeal, granted the requests contained in cer- 
tain of the applications in the above-entitled proceedings, and denied certain 
other requests involved in the applications herein. 

The following applications were granted by the presiding examiner: 

(a) Application of Atlantic Seaboard Corp. (Atlantic Seaboard) in docket 
No. G—1850 for a certificate of public convenience and necessity authorizing the 
construction and operation of certain additional compressor station facilities 
on its existing 26-inch Cobb-Rockville pipeline, increasing the capacity of said 
line by approximately 25,400 M. ec. f. per day of natural gas; 

(b) Applications of The Ohio Fuel Gas Co. (Ohio Fuel Gas) for certificates 
of public convenience and necessity authorizing the construction and operation 
of certain facilities, and orders authorizing the abandonment of certain facilities 
as follows: 

(i) In docket No. G-1787, the construction and operation of approximately 
28 miles of 20-inch transmission pipeline replacing a section of existing line “A” 
between Centerville measuring station, Montgomery County, Ohio, and Howell 
Junction, Greene County, Ohio, and the abandonment of the section of line 
so replaced; and the construction of approximately 26 miles of 20-inch loop 
transmission pipeline from Crawford compressor station, Fairfield County, Ohio, 
westward toward Mt. Sterling compressor station ; 

(ii) In docket No. G—1911, the construction and operation of approximately 
33 miles of 20-inch pipeline between existing line D and lines D-36 and D-40 to 
replace 42 miles of existing 8-inch and 10-inch line in lines D-31 and D-42, and 
abandonment of the section of line so replaced ; 

(iii) In docket No. G-1931, the construction and operation of approximately 
4 miles of 85-inch replacement lateral pipeline to serve Shelby, Ohio, and 
abandonment of the existing 6-inch line serving that town; 

(iv) In docket No. G—1936, the construction and operation of approximately 
17 miles of 16-inch pipeline partially looping existing line D-322 from junction 
of existing lines T and T-50 to line D-329 in Marion and Hardin Counties, in 
Ohio; 

(v) In docket No. G—1943, the construction and operation of approximately 
8.5 miles of 654-inch pipeline to serve New London, Ohio, and retirement of the 
existing 514-inch line serving that town; 

(c) Applications of The Manufacturers Light & Heat Co. (Manufacturers), 
Natural Gas Co. of West Virginia (Natural Gas), and Home Gas Co. (Home) 
in docket No. G—1893 for certificates of public convenience and necessity author- 
izing the construction and operation of certain facilities and orders authorizing 
the abandonment of certain facilities as follows: 

(i) The construction and operation by Manufacturers of approximately 7.51 
miles of 12-inch, and 1.82 miles of 6-inch pipeline, in part new and in part replace- 
ment of approximately 0.07 mile of 12-inch, and 8.58 miles of 8-inch, existing 
pipeline, and the abandonment of the lines so replaced as well as the abandonment 
of approximately 7.06 miles of 55,-inch, 6-inch and 614-inch existing pipelines 
and a total of 825-horsepower in existing compressor facilities ; 

(ii) The construction and operation by Natural Gas of approximately 4.7 miles 
of 8-inch and 16.6 miles of 10-inch pipeline and the abandonment of approxi- 
mately 14.7 miles of 8-inch existing pipeline, as well as the abandonment and 
removal of two 125-horsepower compressor units in its Stark compressor station; 

(iii) The construction and operation by Home of approximately 13 miles of 
12-inch pipeline between Erin and Tioga, N. Y., and 6 miles of 12-inch loop pipe- 
line between Maine and Port Dickinson, N. Y.; 
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(d) Application of Central Kentucky Natural Gas Co. (Central Kentucky) 
in docket No. G—1905 for a certificate of public convenience and necessity author- 
izing the construction and operation of approximately 8.8 miles of 20-inch loop 
pipeline paralleling its existing 14-inch line E which serves the Cincinnati, Ohio, 
area; and 

(e) Application of United Fuel Gas Co. (United Fuel Gas) in docket No. 
G-1952 for a certificate of public convenience and necessity authorizing the 
construction and operation in West Virginia of approximately 9.9 miles of 20- 
inch, 0.5 mile of 14-inch, 5.5 miles of 10-inch, and 5.5 miles of 65¢-inch pipeline 
consisting of looping and additional pipeline with the abandonment of small seg- 
ments replaced as fully described in United Fuel Gas’ application, and the 
construction and operation of a new 880-horsepower compressor station and 
installation of an additional 3,960-horsepower in an existing compressor station. 
These combined facilities are proposed to increase deliverability from and 
capacity of existing storage facilities as well as provide for the development of 
two new storage pools, designated X-58 and X-56. 

In addition to granting the requests contained in the foregoing applications, 
the presiding examiner also granted the following applications: 

(f) Application of Atlantic Seaboard in docket No. G-1175 requesting an 
amendment of the Commission’s order dated July 26, 1949, to remove the limita- 
tion of 70,000 M. ce. f. per day of natural gas as the maximum volume which 
Atlantic Seaboard is authorized to sell and deliver to Consolidated Gas, Electric 
Light & Power Co. of Baltimore, Md. (Consolidated) ; and 

(g) Application of Virginia Gas in docket No. G—1261 requesting an amend- 
ment of the Commission’s order dated March 30, 1950, to remove the limitation 
of 55,000 M. ec. f. per day of natural gas as a maximum volume which Virginia 
Gas is authorized to sell and deliver to Commonwealth Natural Gas Corp. 
(Commonwealth). 

Each of the foregoing applicants to whom the presiding examiner issued 
certificates of public convenience and necessity and authorized abandonments 
is an operating subsidiary of The Columbia Gas System, Inc. (Columbia, Inc.). 

The presiding examiner, in his decision, also denied the following applications 
and requests: 

(h) Application of Shenandoah Gas Co. (Shenandoah), as amended, in docket 
No. G-1448 for an order directing physical connection of the facilities of Virginia 
Gas with the proposed facilities of Shenandoah and the sale and delivery of 
natural gas to Shenandoah, and for a certificate of public convenience and 
necessity authorizing the construction and operation by Shenandoah of certain 
natural-gas transmission pipeline facilities ; 

(i) Application of Rockland Light and Power Co. in docket No. G-1901 
for an order directing physical connection of the facilities of Home with the 
proposed facilities of Rockland and the sale and delivery of natural gas to 
Rockland, and for a cer:ificate of public convenience and necessity authorizing 
the construction and operation by Rockland of certain natural-gas transmission 
pipeline facilities; and 

(j) Request of 4 subsidiaries of The United Gas Improvement Co., namely, 
Allentown-Bethlehem Gas Co., The Harrisburg Gas Co., Consumers Gas Co., 
and Lancaster County Gas Co., (hereinafter referred to as UGI Companies), 
interveners in docket Nos. G-1175 and G—1261, that any approval of the applica- 
tions of the operating subsidiaries of Columbia, Inc. (hereinafter referred to 
collectively as the Columbia Companies), be conditioned to require that the pooled 
gas supplies of the Columbia Companies be so maintained that Manufacturers will 
be able to meet the requirements of such UGI Companies to replace coke oven gas 
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obtained from Bethlehem Steel Co. which will no longer be available to the UGI 
Companies. 

On March 24, 1953, Rockland, and on March 25, 1953, the Public Service 
Commission of the State of New York filed exceptions to the presiding examiner’s 
decision denying the application of Rockland as set forth in item (i), above. 

On March 25, 1953, Commission staff counsel filed exceptions (1) to the presid- 
ing examiner’s decision denying the application of Rockland as set forth in item 
(i), above, (2) to the presiding examiner’s decision granting the application 
of Central Kentucky as set forth in item (d), above, and (3) to the presiding 
examiner’s decision issuing certificates of public convenience and necessity to 
the various Columbia Companies without attaching thereto conditions limiting 
the volumes of natural gas to be transported by means of the facilities thereby 
authorized, in conjunction with existing facilities, to those volumes which the 
record shows are known to be available for meeting the 1952-53 peak day re- 
quirements of such companies, and without requiring such companies to file 
emergency service rules and uniform curtailment rules to be applied when curtail- 
ments become necessary. 

On March 26, 1953, Shenandoah filed exceptions to the presiding examiner’s 
decision denying its application, as set forth in item (h), above. 

On March 25, 1953, UGI Companies filed exceptions to the presiding examiner's 
decision denying their request that their requirements be met before deliveries 
by Atlantic Seaboard and Virginia Gas are made to Consolidated and Common- 
wealth in volumes above those now authorized, or before the pooled gas supply 
of the Columbia Companies is depleted, as set forth in item (Jj), above. 

On April 15, 1953, we heard oral argument upon the foregoing exceptions to 
the presiding examiner’s decision in these proceedings. 

We have fully considered the evidence of record, the briefs filed, the presiding 
examiner’s decision, the exceptions thereto and oral arguments thereon. Upon 
review of the entire record, the Commission affirms the presiding examiner’s 
decision to the extent that such decision would grant the authorizations here- 
inbefore referred to with respect to the applications filed by Atlantic Seaboard 
in docket Nos. G-1175 and G-1850, by Virginia Gas in docket No. G-1261, by 
Ohio Fuel Gas in docket Nos. G—1787, G—1911, G—1931, G—1936, and G—1943, by 
Manufacturers, Natural Gas and Home in docket No. G—1893, and by United Fuel 
Gas in docket No. G—-1952. However, we find that public convenience and neces- 
sity requires that such authorizations be expressly conditioned to require 
limitations upon the transportation and delivery of maximum daily volumes, 
and to require the filing of emergency service rules and uniform curtailment 
rules as hereinafter provided and ordered. 

The Commission also affirms said decision to the extent that it would deny the 
request of the UGI Companies hereinbefore referred to, and to the extent that 
said decision is not inconsistent with our views as hereinafter expressed. 

For the reasons hereinafter more fully set forth, the Commission also modifies 
the presiding examiner’s decision to the extent that said decision would (1) 
grant the authorization hereinbefore referred to with respect to the application of 
Central Kentucky in docket No. G-1905, (2) deny the authorization hereinbefore 
referred to with respect to the application of Rockland in docket No. G-1901, 
and (3) deny the application of Shenandoah in docket No. G-1448. 


ROCKLAND LIGHT AND POWER CO. 
Docket No. G-1901 


The presiding examiner has correctly described the proposed project and appli- 
cation of Rockland on pages 624 through 627 of his decision. 
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However, the presiding examiner found that the inability of a witness for 
Rockland to answer certain questions propounded on cross-examination by counsel 
for Home as to factors used in preparing exhibits reflecting estimated gas re- 
quirements and estimated costs of operations, served to deprive Home of its right 
to test the accuracy of the witness’ testimony, and he concluded, therefore, that 
to make the required findings for an order and certificate as requested by Rock- 
land would ultimately and improperly impose upon Home a tangible obligation 
and burden without due process. The presiding examiner, accordingly, denied 
the application of Rockland. 

Our examination of the record does not reveal any circumstance constituting 
denial of due process to Home. The record shows that witness Lovett for Rock- 
land was available for full cross-examination, and nothing appears to indicate 
any refusal on his part to answer, within his ability, any of the questions put to 
him on cross-examination. Mere inability to furnish, from the witness stand, 
the detail of the exhibits in the manner requested by counsel for Home could 
provide no more than a basis for later argument that Rockland had not sustained 
the burden of proving its case, as the presiding examiner correctly indicated. 
Inability of a witness to supply vital details respecting the fundamentals of 
exhibits relied upon goes only to the weight of the testimony and the reliability 
of the exhibits. We have examined the record to determine whether Home places 
any reliance upon the witness’ failure to provide the information requested to 
show deprivation of due process and find that no such contention is made by 
Home in either its briefs or on oral argument. Rather, the entire question has 
been dealt with by Home, quite properly, as related to burden of proof and the 
weight to be given to the testimony and evidence, rather than due process. 
Furthermore, the record contains no motion by counsel for Home to strike the 
witness’ testimony for failure to provide the information requested. 

In our opinion, the presiding examiner has reached an erroneous conclusion 
in his denial of the application of Rockland. 

We believe that only two issues with respect to the application of Rockland 
require resolution here. First, we must determine whether Rockland has made 
upon the record a sufficient showing with respect to its market requirements, 
the economic feasibility of the undertaking proposed, and its ability to finance 
the proposed project in order to satisfy the requirements of public convenience 
and necessity. Second, we must determine whether there is available a sufficient 
supply of natural gas from Home to meet Rockland’s requirements without im- 
pairing the ability of Home to serve its existing markets or requiring it to con- 
struct additional facilities for such service. 

Home, in its briefs and at oral argument, urged that we find that Rockland 
has failed to make the requisite showing as to the first question, and that we find 
as to the second that Home cannot provide the service requested by Rockland 
without impairment of its existing service. 

The record shows that Rockland presently purchases natural gas from Home 
for service in various communities in Orange, Sullivan, and Rockland Counties, 
in New York. It now proposes to render natural-gas service in the so-called 
Warwick area in Orange County, New York, which is located east of the Port 
Jervis and Middletown districts, the area now served by Rockland. The esti- 
mated requirements for the proposed service to this new area are approximately 
134 M. ec. f. on the peak day and 13,592 M. ¢c. f. annually in the first year of service, 
and 791 M. c. f. on the peak day and 81,397 M. c. f. in the fifth year of service. 
The Public Service Commission of New York, following hearings upon an appli- 
cation of Rockland, has found such new service to be “plainly in the public in- 
terest” provided Home has available a sufficient supply of natural gas to meet 





































638 FEDERAL POWER COMMISSION 





the needs of that territory... We believe that the record in these proceedings 
fully supports such a finding with respect to the instant application. It is shown 
by the record that approximately 24,933 persons would benefit by the new service, 
and upon the basis of the actual experience of Rockland in the adjacent areas 
now served it estimates that full service in all communities proposed to be served 
will be developed over a four-year period. The proposed service will be entirely 
to domestic and commercial customers, and no industrial service is proposed by 
Rockland. 

The presiding examiner has found that the return to Rockland in its first year 
of operation will be sinall, and vill not thereafter reach a 5 to 6 percent return 
until some eight years hence; and that larger volumes of natural gas than those 
shown in the estimates of Rockland would be needed. This finding is in agree- 
ment with the position taken by Home in its briefs, and provides the basis for 
the presiding examiner’s conclusion that Rockland’s proposai is not economically 
feasible. 

The presiding examiner has failed to give due consideration to the facts dis- 
closed of record that Rockland proposes to operate the Warwick area facilities 
as an integral part of its present system; and that the level of rates in the 
new area will be the same as those now charged by Rockland in the area served 
with the exception that rates for househeating will be somewhat higher in the 
Warwick area than that presently charged in Rockland County and in the 
Middletown and Port Jervis areas. The record further shows that Rockland 
proposes to absorb any deficiency resulting from operations in the Warwick 
area so thet no burden will be imposed on customers presently served by Rock- 
land. Since the record also shows that the net effect upon Rockland’s net 
utility return by reason of the Warwick operations will be only a fraction of 
ohe percent, we cannot avoid the conclusion that the operations proposed by 
Rockland are consistent with the requirements of public convenience and neces- 
sity. However, since the rates and rate policies of Rockland are subject to 
the jurisdiction of the New York Commission and under its order issued in 
case No. 15414 the matter of extending service to the Warwick area is held 
open for further determination upon a showing by Rockland that it has an 
available gas supply to serve that area, we will condition the issuance of our 
certificate, and the exercise of rights thereunder, upon the issuance of a fur- 
ther order by the Public Service Commission of New York authorizing the 
extension of natural gas service to the Warwick area as contemplated by Rock- 
land’s application herein. 

The record shows that the financing of the proposed construction can be ac- 
complished by borrowings from banks which have indicated their willingness 
to advance the funds required under the same arrangements as money has been 
obtained by Rockland in the past. The record also shows that, if necessary, 
Rockland could finance the proposed project by the use of cash on hand. 

We are not persuaded by the arguments advanced by Home and the Columbia 
Companies that the rendition of the service requested by Rockland would result 
in impairing the adequacy of Home’s service to existing customers. As we 
understand the position of Home, to require it to serve Rockland would, to 
the extent of such service, deplete the pooled gas supply of the Columbia Com- 
panies and, to such extent, preclude service to an equivalent number of poten- 
tial customers in present market areas. We have had occasion heretofore to 
consider this so-called “utility obligation” concept of the Columbia Companies. 
We regard such concept as an attempt to insure service to not only existing, 


1Public Service Commission of the State of New York, case 15414, opinion adopted 
January 28, 1952 (exhibit 45 in these proceedings). 
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but to potential customers located in market areas presently served by the 
Columbia Companies, at the expense of potential customers living in other areas. 
We have said that there appears to be little if any difference between a poten- 
tial consumer in an area presently enjoying the advantuges of natural-gas 
service and one in a presently unserved area.” 

Our disavowal of this concept serves to place Rockland upon the same foot- 
ing as all other potential customers of the Columbia Companies, and entitles 
it to be served to the same extent that potential customers in areas presently 
served by the Columbia Companies, including Home, are entitled to such serv- 
ice. Section 7 (a) of the Natural Gas Act, pursuant to which Rockland has 
made application for service from Home, provides the standard by which we 
must be guided in our determination of such application. The record herein 
shows that the proposed service to Rockland is necessary and desirable in 
the public interest. No enlargement of the transportation facilities of Home 
are shown to be required for the service proposed. 

We find that service to Rockland will place no undue burden upon Home, 
and that there will be no impairment of Home’s ability to render adequate 
service to its present customers, if the volumes of gas requested by Rockland 
are made available from the gas supplies of Home. The record shows that 
the volumes requested by Rockland in their relation to the total system require- 
ments of the Columbia Companies present substantially similar circumstances 
as were presented In the Matters of Warwick Gas Corp., et al., cited above, in 
which we required Home and its affiliate, Manufacturers, to take on additional 
customers whose fifth year peak-day requirements totalled 1,719 M. ec. f., which 
we considered de minimis, even though the Columbia Companies were con- 
fronted with substantially the same anticipated deficiencies on the 1952-53 peak 
day, as in the instant case. Here, the peak-day requirements of Rockland will 
be but 791 M. c. f. in the fifth year, compared with 1,719 M. c. f. in the case 
cited, which we there characterized as “pitifully small” when compared with 
the requirements of Manufacturers and Home alone. 

We take note here, as we did in the Warwick case, that it is the regular 
practice of the Columbia Companies to overcome their peak-day deficiencies by 
curtailment of industrial sales and that they are enabled thereby to meet their 
other requirements. The systemwide requirements of all the Columbia Com- 
panies aggregate approximately 3,355 million cubic feet on the assumed 1952-53 
peak day. The volumes requested by Rockland, as heretofore stated, amount 
to only 134 thousand cubic feet on the first year’s peak day, and increase to 
only 791 thousand cubic feet on the fifth year’s peak day. Estimated industrial 
sales of the Columbia Companies alone, without including industrial sales of 
their wholesale customers, amount to 387 million cubic feet on the 1952-53 
peak day. 

It is readily apparent from these considerations that the additional load 
represented by Rockland’s proposed project would exert little, if any, effect 
upon the pooled gas supply of the Columbia Companies from which Home is 
supplied. We conclude, therefore, that it is necessary and desirable in the 
public interest to order the interconnections sought by Rockland, and we find 
that thereby no undue burden will be placed on Home, no enlargement of its 
transportation facilities will be compelled, and no impairment of its ability to 


render adequate service to its existing customers will result. Accordingly, we 
find that the facilities which Rockland seeks authority to construct and operate 


2In the Matters of Warwick Gas Corp., et al. (G—1476, et al.), October 2, 1952: In the 
Matters of Teras Gas Transmission Corp., et al. (G—1847, et al.), opinion No. 232, July 
2525, 1952, (11 F. P. C. 667) (11 F. P. C. 227). 
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to provide the new service in the Warwick area are required by the presently 
existing public convenience and necessity and a certificate therefor should issue 
upon the conditions hereinafter provided. 


SHENANDOAH GAS CO. 


Docket No. G-1448 


Shenandoah has excepted to the presiding examiner’s decision upon the 
grounds that he erroneously has attached undue significance to the fact that only 
four of the ten industrial customers proposed to be served by Shenandoah and its 
customer, Martinsburg Gas and Heating Co., have indicated an interest in con- 
version to natural gas use; that he erroneously concluded that Shenandoah’s 
original contract demand of 5,600 M. ec. f. per day, commencing November 1954, 
is not enough to make the proposed project feasible; and that he erroneously 
concluded that the Seaboard System of the Columbia Companies, to which Vir- 
ginia Gas belongs, would be required to enlarge its transportation facilities to 
render the proposed service. 

We do not consider it necessary to resolve these questions in view of a more 
fundamental issue presented by the proposal of Shenandoah. This issue in- 
volves the nature of the market required to support the proposed market, and 
the gas supply to be relied upon for service to such market. The record shows 
that in order to make the project of Shenandoah economically feasible, a very 
heavy industrial load, approximating 79 percent annually in the first year of 
operation and 60 percent annually in the fifth year, will be required. Although 
negotiations have been initiated, no contracts for these industrial sales have 
been executed with Shenandoah. Some question has been raised as to the like- 
lihood of Shenandoah securing firm contracts for these industrial sales, in view 
of allegedly competitive costs of coal on an equivalent heat basis in the area 
proposed to be served. 

Our attention has been called to the fact that the city of Martinsburg, W. Va., 
is the only large city in that State not having natural-gas service, and that its 
people are extremely desirious of obtaining such service. The Public Service 
Commission of West Virginia has earnestly contended that the proposed project 
of Shenandoah provides the only hope for natural-gas service for that com- 
munity. Similar contentions have been advanced on behalf of the City of Win- 
chester, Va. These contentions constitute compelling arguments against fore- 
closing service to these communities by denial of Shenandoah’s application. Al- 
though the record present!y before us does not support and justify Shenandoah’s 
request for service from Virginia Gas, we do not believe it unlikely that the 
deficiencies in its proposal heretofore discussed can be remedied, particularly in 
the light of indications that a more appropriate balance between industrial and 
residential service can be obtained. 

We conclude, therefore, that it would be appropriate and consistent with the 
public interest to sever the proceeding upon the application of Shenandoah and 
hold the record in that proceeding open for presentation of additional or new evi- 
dence at a time to be fixed by us upon appropriate request by Shenandoah when 
it is prepared to present its further case, and thereby to avoid foreclosing the 
communities affected from obtaining the advantages of natural-gas service. Our 
order will so provide. 


ATLANTIC SEABOARD CORP., VIRGINIA GAS TRANSMISSION CORP. 


Docket Nos. G—1175, G—1261 


Staff counsel has excepted to the presiding examiner’s decision removing exist- 
ing limitations contained in the certificates issued to Atlantic Seaboard in docket 





















ATLANTIC SEABOARD CORP., ET AL. 641 
No. G—-1175 and to Virginia Gas in docke. No. G-1261, which restrict deliveries 
by Atlantic Seaboard to Consolidated to a maximum volume of 70,000 M. c. f. in 
any one day, and which restrict deliveries by Virginia Gas to Commonwealth to a 
maximum volume of 55,000 M. c. f. in any one day. Staff counsel recommends 
that such limitations be raised to 85,000 M. c. f. per day for delivery to Con- 
solidated and 63,575 M. c. f. per day to Commonwealth. 

The presiding examiner has concluded that both Consolidated and Common- 
wealth should be placed upon the same footing as other customers of their sup- 
pliers with respect to participation in the pooled supply of gas of the Columbia 
Companies and that, therefore, existing limitations upon deliveries to those 
companies should be removed. 

In view of the action which we propose to take with respect to limitations upon 
maximum daily volumes to be transported by the Columbia Companies, we find it 
unnecessary to disturb the finding and conclusion of the presiding examiner with 
respect to Consolidated in docket No. G—-1175 and Commonwealth in docket No. 
G-1261, and, accordingly, such finding and conclusion are affirmed and adopted 
by the Commission. 
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The UGI Companies, in their briefs, exceptions and argument, urge the Com- 
mission to take no action in these proceedings which would result in depleting 
the natural-gas supply of the Columbia Companies to such an extent that its sup- 
plier, Manufacturers, may not have available sufficient volumes to meet increased 
requirements of the UGI Companies which will result from the loss of coke oven 
gas heretofore furnished these companies by Bethlehem Steel Co. Our attention 
has been called to the formal complaint proceeding in docket No. G-2109 wherein 
the UGI Companies have requested a determination with respect to Manufac- 
turers’ cbligation to serve them under the provisions of our certificate order in 
docket No. G—-1247. It appears to us, and the presiding examiner has concluded 
likewise, that the UGI Companies have not established the propriety of utilizing 
these proceedings to interpret, supplement, or enforce obligations which may exist 
by virtue of our certificate order issued in docket No. G—1247. 

We believe that whatever relief to which these companies may be entitled, 
so far as the obligations of Manufacturers are concerned, more appropriately 
may be granted in the proceedings now pending in docket No. G—2109 and our 
decision herein is without prejudice to our determination of the issues in that 
proceeding. Moreover, in view of the conditions imposing limitations upon 
maximum daily volumes to be transported by the Columbia Companies which 
we attach to the certificates herein, it appears that the request of the UGI Com- 
panies will be met as far as these proceedings are concerned. 

We find it unnecessary, therefore, to disturb the findings and conclusions of 
the presiding examiner with respect to the position taken by the UGI Companies, 
except to the extent that such findings may be inconsistent with our findings as 
herein expressed. Subject to such modification, the Commission affirms and 
adopts the presiding examiner’s decision with respect to the UGI Companies. 




















CENTRAL KENTUCKY NATURAL GAS CO. 
Docket No. G—1905 


Staff counsel, in his brief, exceptions, and argument, contends that the pre- 
siding examiner’s decision erroneously grants the application of Central Ken- 
tucky Natural Gas Co. in docket No. G—1905. 

The facilities involved in this application consist of approximately 8.8 miles 
of 20-inch pipeline to complete the looping of an existing 14-inch main supply 
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line. The record shows that such additional facilities would provide capacity 
for the transportation of approximately 85,000 M. c. f. per day of additional 
natural gas to the Cincinnati, Ohio, area. The record shows that this additional 
capacity is sought solely to assure safety of operation and continuity of service 
to the Cincinnati area. Approximately $676,000 of net investment in plant 
would be added by the installation of these facilities, without any resultant 
revenues immediately attributable to such increased facilities. The gas supply 
of the Columbia Companies is so limited as to preclude Central Kentucky from 
increasing deliveries to the Cincinnati area beyond those volumes which are now 
delivered with existing facilities. These facts are fully supported by the evi- 
dence of record. The record further shows that the existing 14-inch line which 
is proposed to be looped was installed in 1946 and is not unsafe. 

Central Kentucky concedes that the proposed loop line would provide capacity 
not needed in the winter of 1952-53, but insists that during the coming winter 
of 1953-54, the requirements of the Cincinnati area will have grown to such an 
extent as to require additional capacity to insure that such requirements will 
be met. Central Kentucky also claimed at the time of oral argument that re- 
examination of gas supplies now known to be available shows that the additional 
capacity will be necessary to transport available gas for the coming winter. 
These contentions, made in oral argument, can be considered only as indica- 
tions of what it may be possible to prove under a new or amended application. 
The evidence now before us shows that the facilities proposed by Central Ken- 
tucky are not required by the public convenience and necessity, when considera- 
tion is given to the adequacy of existing facilities, the limited gas supply 
available to Central Kentucky, and the lack of revenues expected to be attrib- 
utable immediately to the net investment represented by the proposed loop line. 

In these circumstances, we must conclude that, so far as the record before us 
is concerned, Central Kentucky’s application requesting authorization to con- 
struct and operate the facilities here proposed should be denied. Our order 
will so provide. 


LIMITATIONS RECOMMENDED BY STAFF COUNSEL 


Staff counsel, in his brief, exceptions, and argument, contends that the record 
herein requires that, in issuing any certificates to the various Columbia Com- 
panies, we attach conditions which will limit the maximum daily volumes to be 
transported by the facilities authorized, in conjunction with existing facilities 
of each of such companies, to those volumes which the record shows is avail- 
able to such company from the pooled gas supply of the system to meet its esti- 
mated peak-day requirements for the winter of 1952-53. Staff counsel also 
proposes that we require each Columbia Company receiving authorization in 
these proceedings to file emergency service rules for incorporation in its FPC 
Gas Tariff, and a uniform curtailment rule for use when curtailments become 
necessary. 

We indicated, in our order consolidating these proceedings, that all of said 
proceedings involve, among other things, common questions of law and fact 
with respect to the pooled supply of natural gas of Columbia, Inc., available 
to the various companies in the system to meet their gas requirements. The 
evidence in this record with respect to this basic issue reveals that only suffi- 
cient gas supplies are known to be available to enable the Columbia Companies 
to meet their requirements as they have been estimated for the assumed peak day 
of February 1, 1953. Thereafter, unless additional gas supplies become avail- 
able in the future, and if requirements continue to grow to the extent that they 
have been estimated in this record, on both an annual and a peak-day basis, 
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gas supplies will be inadequate, and increasing system-wide deficiencies can 
be expected. Counsel for the Columbia Companies, in his brief, concedes that 
the system, until and unless it obtains very great quantities of additional gas 
in the years from 1953 on, is faced with huge deficiencies. 

In the face of these circumstances we now are requested to authorize the con- 
struction and operation of additional facilities which will serve to increase 
capacity in the systems of all the Columbia Companies to a greater or less 
degree. The record shows that, with the exception of the facilities requested 
by Central Kentucky in docket No. G—1905, the proposed facilities generally are 
required to provide adequate capacity to transport and deliver such volumes as 
are known to be available for the February 1, 1953, peak-day requirements in 
the markets served by the Columbia Companies. 

We propose to authorize all facilities which are required for the delivery of 
such volumes of natural gas as the record herein shows will be available for 
service by them. On the other hand, there is no justification for authorizing 
the construction and operation of facilities which provide inordinately increased 
capacity where the volumes of gas available for transportation through such 
enlarged facilities are not assured. The facilities sought by the various Columbia 
Companies and authorized herein are shown to be required for delivery of assured 
gas supplies. We therefore find it unnecessary to disturb the findings and 
conclusions of the presiding examiner in which he issues certificates of public 
convenience and necessity to Atlantic Seaboard in docket No. G—1850, to Ohio 
Fuel Gas in docket Nos. G—1787, G—1911, G-1931, G-1936, and G—1943, to Manu- 
acturers, Natural Gas and Home in docket No. G—1893, and to United Fuel Gas 
in docket No. G—-1952. Accordingly, such findings and conclusions are aflirmed 
and adopted by the Commission. 

However, even though the proposed facilities involved in the foregoing pro- 
ceedings have been shown to be required for the transportation of volumes of 
gas which are known to be available, their integration with existing facilities 
will, in general, provide some capacity in excess of what is required for the 
transportation of gas known to be available. The Columbia Companies contend 
that all of the proposed facilities were planned in the exercise of managerial 
discretion and responsibility with the gas supply in mind. However, the record 
shows that there is a tendency on the part of the Columbia Companies to con- 
struct facilities more on the basis of estimated requirements than assured gas 
supplies, due principally to the necessity of achieving the flexibility of opera- 
tion required to permit their operating from a pooled gas supply. In our view, 
this tends to result in a situation where excess capacity provides a clear induce- 
ment for permitting an expansion of requirements which would not otherwise 
exist. Without appropriate action on our part, and without restrictions on 
growth imposed by proper local authorities, it is apparent that the Columbia 
Companies’ expressed intention to fulfill the unrestricted requirements of pres- 
ent customers on a priority basis would give added impetus to potential run- 
away market growth in the favorable climate of an abundant capacity. 

The presiding examiner apparently is persuaded that action by the Columbia 
Companies’ management and necessary local restrictions will suffice to insure 
against inordinate market growth. To the extent that such action may be taken, 
we have no doubt there will be provided a measure of control over the situation 
which we have discussed. However, in the circumstances here presented, we 
are not without authority to provide an added measure of control through the 
imposition of reasonable conditions and limitation upon transportation. Indeed, 
a proper recognition of our responsibilities under the authority delegated to 
the Commission under the Natural Gas Act with respect to the issuance of 








644 FEDERAL POWER COMMISSION 





certificates of public convenience and necessity precludes our failure to take 


such action as may be appropriate in the light of the situation which this record 
1eveals. 








Accordingly, we find that the authorizations hereby granted to the Columbia 
Companies should be so conditioned as to confine the use of the facilities author- 
ized to the transportation of available gas supplies. Since the facilities so 
authorized are proposed to augment existing facilities and will be operated as 
integrated parts of the existing systems of the Columbia Companies, any con- 
dition restricting transportation to maximum volumes necessarily must apply 
to existing as well as new facilities, if it is to achieve the purposes for which 
it is intended. 


























Likewise, we find it necessary to require that within the limitations which we 
propose to impose, a proper apportionment among the customers of the Columbia 
Companies of such volumes as may be transported must be assured. Consistent 
with action which we have taken heretofore in circumstances where shortages 
of gas supplies have existed in the systems of natural-gas companies subject 
to our jurisdiction, we find it appropriate and in the public interest to require 
that the Columbia Companies which we hereby authorize to construct and 
operate additional facilities file emergency service and uniform curtailment 
rules satisfactory to the Commission as hereinafter ordered. 

The presiding examiner’s initial decision should be modified to conform to the 
views of the Commission expressed above and as hereinafter ordered. 

The Commission has considered all the exceptions to the initial decision. To 
the extent that such exceptions are inconsistent with the Commission’s order 
herein they are denied as hereinafter ordered. 

Upon consideration of the record in these proceedings, the briefs filed, the 
initial decision of the presiding examiner, the exceptions thereto and oral argu- 
ments thereon, the Commission orders: 

(A) The initial decision of the presiding examiner filed March 5, 1953, in 
, these proceedings, as hereinafter modified, shall become effective as the decision 
of the Commission as of the date of the issuance of this order. 

(B) The said initial decision be and it hereby is modified in the following 
respects : 

(i) Ordering paragraph (F) appearing on page 632 shall read as follows: 

The application filed by Central Kentucky Natural Gas Co. in docket No. 
G-1905, be and the same hereby is denied. 
(ii) Ordering paragraph (L) appearing on page 6382 shall read as follows: 
The proceeding upon the amended application filed by Shenadoah Gas Co. 
in docket No. G-1448 be and the same hereby is severed from this consoli- 
dated proceeding, and the record therein be and the same hereby is ordered 
reopened for further hearing, upon appropriate application therefor, at a 
time and place to be fixed by further order of the Commission. 

(iii) Ordering paragraph (M) appearing on page 632 shall read as follows: 

(a) A certificate of public convenience and necessity be and the same 
hereby is issued authorizing applicant, Rockland Light and Power Co., to 
construct and operate the facilities hereinbefore described, all as more fully 
described in the application in docket No. G-1901, for the transportation of 
natural gas as therein set forth, subject to the jurisdiction of the Commis- 
sion, upon the terms and conditions of this order. 

(b) The following condition be and the same hereby is attached to the 
issuance of the certificate hereby issued to Rockland Light and Power Co. 

and to the exercise of the rights granted thereunder : 
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This certificate shall be void and of no force or effect unless and until 
Rockland Light and Power Co. shall have received and accepted an appropri- 
ate final order from the Public Service Commission of the State of New York, 
authorizing natural-gas service to the Warwick area, as contemplated by 
Rockland Light and Power Co.’s application herein. 

(c) Home Gas Co. shall establish at or near its transmission pipeline 
facilities in Orange County, New York, physical connections of its transporta- 
tion facilities with those to be constructed by Rockland Light and Power Co., 
together with such metering, regulating, and appurtenant facilities as may 
be necessary for the rendition of the service requested by Rockland Light 
and Power Co. in its application in docket No. G-1901, and at that point, 
shall sell and deliver to Rockland Light & Power Co. up to, but not exceeding, 
791 M. ce. f. per day of natural gas for service to the communities proposed 
to be served in docket No. G-1901: Provided, however, That such physical 
connections shall not be required to be established unless and until the 
certificate of public convenience and necessity authorizing the construction 
of facilities by Rockland Light and Power Co., as referred to in subparagraph 
(a), becomes effective as provided in subparagraph (b) above. 

(iv) Ordering paragraphs (N), appearing on page 632, and (O), appearing on 
pages 632 and 633, shall be modified by substituting in lieu of the words “para- 
graphs (A) through (G)” wherever the same appear therein, the words “para- 
graphs (A), (B), (C), (D), (E), (G) and (M).” 

(v) The following additional paragraph shall be added to said decision : 

(Q) The facilities hereby authorized to be constructed by applicants, Atlantic 
Seaboard Corp., The Ohio Fuel Gas Co., The Manufacturers Light & Heat Co., 
Natural Gas Co. of West Virginia, Home Gas Co., and United Fuel Gas Co., shall 
not be used by any of said applicants in conjunction with their existing integrated 
pipeline facilities for the transportation and delivery of volumes in excess of 
the following on any one day: 


By Atlantic Seaboard Corp., 475,500 M. c. f. 

By The Ohio Fuel Gas Co., 1,290,300 M. c. f. 

By The Manufacturers Light & Heat Co., 738,800 M. c. f. 
By Natural Gas Co. of West Virginia, 52,380 M. c. f. 

By Home Gas Co., 86,200 M. ec. f. 

By United Fuel Gas Co., 1,340,200 M. c. f. 


unless and until the Commission, by further order, so authorizes; and each of 
the foregoing companies, within 90 days after the issuance of this order, shall 
file emergency service rules for incorporation in its F. P. C. gas tariff, limiting de- 
liveries to each customer served under such tariff to maximum daily volumes 
consistent with the estimated maximum day requirements of such customer for 
the 1952-53 winter, upon which the foregoing estimate of the system requirements 
of said applicants is based, as reflected in exhibit 41 in these proceedings, and 
providing, in addition, a uniform curtailment rule to be applied at such time as 
the foregoing companies are unable to deliver gas on any one day in the quantities 
listed above. 

(C) To the extent that the exceptions filed by The United Gas Improvement 
Co., Shenandoah Gas Co., and counsel for the staff of the Commission are incon- 
sistent with the order of the Commission herein, such exceptions be and the same 
hereby are denied. 

Commissioners WIMBERLY and Dory, not participating. 
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Order, in part denying, and in part granting, applications for rehearing and stay, 
and consolidating proceedings for purpose of hearing 


Atlantic Seaboard Corp., G-1175, G-1850; Virginia Gas Transmission Corp., 
G-1251; Shenandoah Gas Co., G-1448. ; The Ohio Fuel Gas Co., G-1787, G-1911, 
G-1931, G-1936, G-1943 ; The Manufacturers Light and Heat Co., Natural Gas 
Co. of West Virginia, and Home Gas Co., G—-1893; Rockland Light and Power 
Co., G-1901; Central Kentucky Natural Gas Co., G-1905; United Fuel Gas 
Co., G—-1952 

June 26, 1953 


On May 26, 1953, Atlantic Seaboard Corp. (Atlantic Seaboard), Virginia Gas 
Transmission Corp. (Virginia Gas), The Ohio Fuel Gas Co. (Ohio Fuel Gas), 
The Manufacturers Light & Heat Co. (Manufacturers), Natural Gas Co. of West 
Virginia (Natural Gas), Home Gas Co. (Home), Central Kentucky Natural 
Gas Co. (Central Kentucky) and United Fuel Gas Co. (United Fuel Gas) (here- 
inafter sometimes referred to as “Columbia Companies”’), filed a joint applica- 
tion and petition for reconsideration and vacation, in certain respects, or, in the 
alternative, for rehearing of the order issued on May 1, 1953, modifying and 
affirming as modified the initial decision of the presiding examiner filed herein on 
March 5, 1953. Columbia Companies are operating subsidiaries of The Colum- 
bia Gas System, Inc. (Columbia System). Columbia Companies further request 
that the Commission, pending action on the said joint petition, and pending re- 
consideration and rehearing thereon, stay such parts of its order as modify 
said initial decision or any part thereof. 













¢ On May 29, 1953, The Public Utilities Commission of Ohio (Ohio Commission), 
{ an intervener herein, filed a petition and application for rehearing with re- 
» spect to the order issued on May 1, 1953, requesting the Commission to modify 
* 


said order without hearing, and to adopt without modification the order con- 
, tained in said initial decision of the presiding examiner issued on March 5, 1953, 
: or, in the alternative, to grant a rehearing on the matters and issues with respect 

to which said order of the Commission modified said initial decision. The Ohio 
‘ Commission further requests that the Commission, pending action on its applica- 
tion, stay such parts of said order as modify said initial decision. 

On June 1, 1953, The United Gas Improvement Co. (UGI)’ filed a petition 
for reconsideration and vacation of that part of the Commission’s order issued 
on May 1, 1953, wherein the Commission attached to the exercise of the rights 
granted by the certificate issued to Manufacturers a condition that Manufac- 
turers shall not use the facilities thereby authorized to be constructed, in con- 
junction with its existing facilities for the transportation and delivery of volumes 
of natural gas in excess of 738,800 M. c. f. on any one day unless and until the 
Commission, by further order so authorizes, and further requiring manufac- 
turers, within 90 days from the issuance of said order to file emergency service 
rules for incorporation in its F. P. C. gas tariff, limiting deliveries to each 
customer served under such tariff to maximum volumes consistent with the es- 
timated maximum day requirements of such customer for the 1952-1953 winter, 
and providing, in addition, a uniform curtailment rule to be applied at such time 
as Manufacturers is unable to deliver gas on any one day in the volume of 
















1 These are: the former Allentown-Bethlehem Gas Co., the former Consumers Gas Co., 
the former The Harrison Gas Co., and the former Lancaster County Gas Co., which have 
been consolidated and merged into The United Gas Improvement Co. The United Gas 


Improvement Co. has been substituted as intervener for the foregoing companies in these 
proceedings. 
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738,800 M. c.f. UGI also requests, in the alternative, that the Commission grant 
a rehearing on the matters and issues with respect to which it alleges said order 
should be modified, and stay such part of said order as is complained of by UGI. 

On June 1, 1953, there was submitted for filing a joint application by The 
Cincinnati Gas & Electric Co., The Union Light, Heat and Power Co., the city 
of Cincinnati, Ohio, and The Public Service Commission of Kentucky (Kentucky 
Commission), requesting modification of the Commission’s order issued on May 
1, 1953, to eliminate therefrom the denial of the application for a certificate of 
public convenience and necessity filed by Central Kentucky in docket No. G—1905, 
and the requirement that the Columbia Companies file emergency service rules 
limiting deliveries of natural gas to each customer served under their tariffs, or, 
in the alternative, a rehearing and modification of said order with respect to 
those matters which said petitioners allege should be modified. The Kentucky 
Commission concurred in said petition with respect to modification and rehear- 
ing of the Commission’s order and the action taken in docket No. G-1905. Said 
petition was accepted for filing as the petition of the Kentucky Commission only, 
since said Commission is the only petitioner named in said joint petition which 
was a party to these proceedings as an intervener. 

By the foregoing order, the Commission, among other things, required Home, 
pursuant to the provisions of section 7 (a) of the Natural Gas Act, to establish 
physical connection of its transportation facilities with those proposed by Rock- 
land Light and Power Co. (Rockland) and, subject to certain conditions, to sell 
and deliver to Rockland up to, but not to exceed 791 M. c. f. per day of natural 
gas for service to the communities proposed to be served by Rockland; and issued 
to Rockland a certificate of public convenience and necessity pursuant to sec- 
tion 7 of the Natural Gas Act, authorizing the construction and operation of the 
facilities required for such service. The Commission, in said order, also denied 
the application filed by Central Kentucky in docket No. G—1905 for a certificate 
of public convenience and necessity authorizing the construction and operation 
of certain loop pipeline facilities, severed the proceeding upon the amended appli- 
cation filed by Shenandoah Gas Co. (Shenandoah) in docket No. G-1448 and re- 
opened the record therein for further hearing at a time and place to be fixed 
by further order of the Commission, and as to the facilities authorized by the 
initial decision of the presiding examiner and by the Commission in its said order 
modifying and affirming as modified said initial decision, attached to the issu- 
ance of the certificates of public convenience and necessity authorizing the con- 
struction and operation of said facilities, a condition requiring each of the Colum- 
bia Companies to which such certificates were issued, to limit the use of the fa- 
cilities so authorized, in conjunction with its existing integrated pipeline facili- 
ties for the transportation and delivery of volumes of natural gas not in excess 
of the volumes specified in said order, and requiring each of said companies to 
file within 90 days after the date of issuance of said order, emergency service 
rules for incorporation into its F. P. C. gas tariff, limiting deliveries to each 
customer of said companies and providing for a uniform curtailment rule to be 
applied when curtailments are necessary. Said order issued on May 1, 1953, 
in other respects, affirmed the initial decision of the presiding examiner issued 
on March 5, 1953. 

The Columbia Companies and the Ohio Commission object to the order of the 
Commission which holds that the presiding examiner erred in his findings and 
conclusions in docket No. G—1901, and to the requirement that Home establish 
physical connection of its transportation facilities with the proposed facilities of 
Rockland, and sell natural gas to Rockland; and to the issuance of a certificate 
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of public convenience and necessity authorizing Rockland to construct and operate 
said proposed facilities. 

The petition of the Ohio Commission fails to state the errors upon which its 
conclusions are based and fails to allege with any particularity wherein the 
facts of record or the law applicable thereto do not support the Commission’s 
findings and order with respect to Rockland. We regard these defects as con- 
stituting sufficient non-compliance with section 1.34 (a) and section 1.34 (b) as to 
justify our refusal to give consideration to the petition filed by the Ohio Com- 
mission. However, we have given consideration to these bare allegations in 
disposing of the general issues presented. 

Columbia Companies, including Home, contend (1) that Rockland has failed 
to present sufficient evidence to sustain its burden of proof herein, (2) that such 
failure of Rockland to support its burden of proof renders the order of the 
Commission a violation of due process of law, since such order authorizes the 
taking of a part of Home’s gas supply for service to Rockland pursuant to an 
inadequate showing by Rockland, (3) that the Commission has no power or 
jurisdiction under the Natural Gas Act to direct Home to sell gas in a new 
area not now served by Rockland, (4) that under the showing made on the 
record, the Commission cannot properly find that its action requiring service 
to Rockland by Home would not impair the ability of Home to render adequate 
service to its existing customers, (5) that the Commission cannot grant itself 
authority under circumstances in which the Natural Gas Act specifically with- 
holds authority by application of the maxim, de minimus non curat lex, (6) that 
section 7 (a) of the Natural Gas Act, when construed with other relevant sections 
of the act, protects communities presently served by a natural-gas company 
from diversion, to new markets, of gas needed by communities presently served, 
and (7) that even if the Commission had been granted authority to direct 
the sale of gas by Home to Rockland, on the record herein, such direction is 
contrary to the public interest and should not have been made. 

In our order we reviewed the evidence presented by Rockland in support of 
its application, and upon the basis of such evidence found that the proposed 
service to Rockland is necessary and desirable in the public interest, that no en- 
largement of the transportation facilities of Home are shown to be required 
for such service, and that no undue burden will be placed upon Home nor will 
any impairment of Home’s ability to render adequate service to its present 
customers result from requiring Home to render service to Rockland. We 
found, in addition, that the facilities proposed to be constructed by Rockland 
to render such service are required by the public convenience and necessity. 
These findings are based upon substantial evidence, and the petition of the 
Columbia Companies and Home afford no reasons for changing our findings 
heretofore made. In making our findings and reaching our conclusions, we 
took into consideration the effect of the inability of Rockland’s sole witness 
to furnish details respecting certain exhibits upon the weight and credibility 
of his testimony. We concluded on the basis of the whole record that there 
is substantial evidence to support our findings and conclusions with respect 
to Rockland, and our order issued accordingly. We believe that Rockland has 
sustained its burden of proof by the evidence presented in the record, and find 
no merit in the contentions of the Columbia and Home to the contrary. 

Columbia Companies contend that we are without power on jurisdiction to 
direct Home to sell gas in a new area not now served by Rockland. We do not 
understand this contention as an assertion that we are without authority to 
order the interconnection of facilities and direct the sale of natural gas in the 
circumstances which are set forth in section 7 (a) of the Natural Gas Act. 
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Such a contention would be plainly without merit in view of the clear language, 
of that section which grants such authority to the Commission. Presumably, 
the Columbia Companies and Home rely upon the proviso contained in section 
7 (a) which states: 


Provided, That the Commission shall have no authority to compel the en- 
largement of transportation facilities for such purposes, or to compel such 
natural-gas company to establish physical connection or sell natural gas 
when to do so would impair its ability to render adequate service to its 
customers. (Emphasis supplied.) 


Thus, the argument runs, if the order requiring Home to serve Rockland would 
result in impairment of Home’s ability to render adequate service to its customers, 
authority to issue such order is withheld by the statute. An examination of the 
contentions in support of this position reveals that the Columbia Companies 
consider “customers”, as that term is used in the statute, as including customers 
who desire to convert from other fuels to gas for space heating in areas served by 
distributing companies which procure their gas supplies from Home, additional 
industrial customers of such distributing companies, and any other new customers 
of such distributing companies; in other words, not only existing domestic, 
commercial, and industrial customers, but prospective customers in these classi- 
fications as well. In our order we discussed this contention and pointed out 
that in our view, Rockland is entitled to be served to the same extent that 
potential customers in areas presently served by the Columbia Companies, in- 
cluding Home, are entitled to natural-gas service. We do not believe that section 
7 (a) of the Natural Gas Act is intended to withhold authority to require the 
rendition of natural-gas service to Rockland by Home merely because to do so 
might preclude the rendition of service to potential customers or new industrial 
customers of distributing companies obtaining their gas supplies from Home. 
We do not understand the word “customers” as used in section 7 (a) of the Act 
to include not only those who is fact have that status, but also any who in the 
future might acquire it.’ 

We pointed out in our order that the additional load represented by Rockland’s 
proposed project would exert little, if any, effect upon the pooled gas supply of 
the Columbia Companies from which Home is supplied. We need not repeat 
here the bases for our conclusions in this respect, since they are fully stated in 
our order. It is enough to state that the record fully supports our view that the 
ability of Home to continue adequate service to its existing customers will remain 
unimpaired when service to Rockland is provided. On this aspect of the matter, 
we have under consideration substantially similar circumstances as existed 
In the Matters of Warwick Gas Corp., et al., docket Nos. G—1476, et al., October 
2, 1952, rehearing and stay denied, November 28, 1952 (Order issued on November 
28, 1952). What we said in our order denying rehearing in that case with 
respect to the relationship of the volumes requested to the total supplies avail- 
able to the Columbia Companies has equal application here. 

Columbia Companies contend that section 7 (a) of the Natural Gas Act, when 
construed with other relevant sections, protects communities presently served 
by a natural-gas company from diversion, to new markets, of gas needed by 
communities presently served. We do not believe that it was intended that 
section 7 (a) of the act may not be invoked so long as there exist in such com- 
munities potential customers not yet served. The use of the word “customers”, 


2 See, e. g., order denying application for rehearing and stay, In the Matters of Warwick 
Gas Corp., et al., docket Nos. G—1476, et al., issued November 28, 1952, 11 F. P. C. 1496 
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as we have stated, makes it clear that the protection of the statute is confined 
to existing customers in communities presently served. Otherwise, no order 
could issue pursuant to section 7 (a) of the act so long as it could be shown that 
in communities presently served there existed potential customers, the attach- 
ment of which might be precluded if the natural-gas company serving such 
community were required to render service to another community. Here, we 
have found that the service to Rockland will not impair service to other customers 
of Home and we are, therefore, unable to preceive wherein our order would 
serve to withhold the protection to communities presently served which the 
Columbia Companies and Home contend the act affords. 

We do not believe that our direction to Home requiring service to Rockland is 
contrary to the public interest as contended by the Columbia Companies and 
Home. As we stated in our order, such service is necessary and desirable in the 
public interest, a finding which is fully supported by the record in these proceed- 
ings. The nature of the service proposed by Rockland, as well as the number of 
persons which will benefit from such service justify our conclusion that it is 
necessary and desirable in the public interest to order Home to furnish gas to 
Rockland. It may be noted, also, that a similar conclusion was reached by the 
Public Service Commission of the State of New York, as we pointed out in our 
order. 

We affirm our prior finding and determination that it is necessary and desir- 
able in the public interest to order the interconnections sought by Rockland, and 
that thereby no undue burden will be placed on Home, no enlargement of its 
transportation facilities will be compelled, and no impairment of its ability to 
render adequate service to its existing customers will result. We also affirm our 
prior finding that the facilities which Rockland seeks authority to construct and 
operate to provide the new service in the Warwick area are required by the 
presently existing public convenience and necessity and a certificate therefor 
should issue upon the conditions provided in our order issued on May 1, 1953. 

The Columbia Companies and the Ohio Commission have objected to our order 
in so far as it modifies the initial decision with respect to the application of 
Shenandoah, and requires that the record in docket No. G-1448 upon such appli- 
cation, be reopened for further hearing. The application for rehearing by the 
Ohio Commission contains no particulars to support its statements that such 
order, as to “tocket No. G-1448 is arbitrary and unreasonable, and cannot be 
supported in the light of the facts of record and the law applicable thereto. The 
petition of the Columbia Companies point out that the presiding examiner has 
held that to require the service requested by Shenandoah would necessitate en- 
larging the facilities of Virginia Gas, and that a heavy industrial load would be 
required to make Shenandoah’s project feasible. In our order we took note of 
the latter contention, and in support of our conclusions with respect to Shenan- 
doah’s application, we found that the present record does not support and justify 
Shenandoah’s request for service from Virginia Gas. However, we found that 
the deficiencies in the present record may be remedied upon further hearing, and 
accordingly concluded that it would be appropriate and consistent with the public 
interest to sever the proceedings in docket No. G—1448 and hold the record open 
for further hearing. Columbia Companies urge that the application of Shenan- 
doah should be denied and suggest that there is nothing to prevent Shenandoah’s 
making a new application at any time when the circumstances are such as to 
make such application appropriate. We believe that reasonable procedure re- 
quires that we hold the record upon Shenandoah’s application open for further 
proceedings rather than to deny such application and require that Shenandoah 
retread the various procedural steps incident to the filing of a new application 
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and we so find. Accordingly, we re-affirm our prior determination and order 
with respect to Shenandoah. 

The Ohio Commission, the Kentucky Commission and the Columbia Companies 
contend that our order denying the application of Central Kentucky in docket 
No. G—1905 was erroneous and that the initial decision of the presiding examiner 
should be allowed to stand in so far as it grants the certificate requested by Cen- 
tral Kentucky. 

We do not believe that we have misconstrued the purpose of such application 
by Central Kentucky as suggested by the Columbia Companies, nor has it been 
made to appear by any of the allegations contained in the petitions for rehearing 
that our denial of the application is not fully supported by the record herein. 

However, it is earnestly contended by the Columbia Companies that the addi- 
tional capacity to be provided by the facilities proposed to be constructed by 
Central Kentucky will be required for the delivery of gas that will be available 
in the 1953-54 winter season. It is urged that Central Kentucky should not be 
required to go through the procedural processes incident to the filing of a new 
application for these facilities. Here, as in the case of Shenandoah, we have no 
desire to foreclose Central Kentucky from making a showing with respect to 
circumstances which have changed since the record in these proceedings was 
closed, or to delay the opportunity for making such showing by a requirement 
that a new application be filed. Accordingly, we deem it appropriate in the in- 
terests of orderly procedure that the request for rehearing upon the application 
filed by Central Kentucky in docket No. G—1905 be granted to permit presentation 
of any new or additional evidence upon the issue of public convenience and 
necessity with respect to the proposed facilities which may have arisen since the 
hearing in these proceedings was concluded. Our action in granting a rehearing 
accords with the requests contained in the petitions filed by the Ohio Commission 
and the Kentucky Commission and renders unnecessary further discussion with 
respect to the allegations set forth therein. 

The Columbia Companies, UGI, the Ohio Commission, and the Kentucky Com- 
mission contend that the portion of our order set out in paragraph (B), sub- 
paragraph (v), wherein we modified the initial decision of the presiding examiner 
by attaching to each certificate issued to the Columbia Companies a condition 
limiting maximum volumes to be transported and delivered by means of the 
facilities thereby authorized, in conjunction with existing facilities, to specific 
volumes for each such company, and requiring the filing of emergency service 
rules and a uniform curtailment rule is erroneous. 

The position of the Columbia Companies may be summarized by the following 
statement contained in their joint petition: 


The Columbia Companies urge that the Commission reconsider and rescind 
its action in adopting said subparagraph. The Columbia Companies’ objec- 
tions thereto are based not only on the ground that the Commission, as a 
matter of substantive and constitutional law, cannot properly take said 
action, but also on the further ground that, even if the Commission had 
authority and jurisdiction to issue an order of this kind, it cannot be entered 
on the basis of the record in this proceeding without a violation of procedural 
due process, and also for the reason that, as a matter of practical operation, 
the enforcement of such order would necessarily detract from the effective 
distribution of available supplies of gas and would be highly detrimental to 
the public interest and welfare. 


In support of these allegations, the Columbia Companies point out that the 
Columbia Gas System as a whole constitutes a large grid or network operation 
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wherein the greater part of the sales are sales in local distribution subject to 
State authority. It is alleged that in these circumstances, both from a legal and 
from a practical standpoint an approach to the allotment of gas supplies which 
might be appropriate in dealing with a pipeline situation might be neither appro- 
priate, feasible, nor proper in dealing with a grid or network wherein local sales 
predominate. The principal ground for such a contention appears to be that the 
Columbia Companies are charged with a “public utility obligation” in connection 
with the distribution of gas under the regulation of local authorities which ex- 


tends to all “customers” in the communities it undertakes to serve, whether the 
“customers” have already been attached or are applying for service. The limita- 
tions imposed in our order, therefore, according to the Columbia Companies, 
would result in regulation and control of deliveries of gas not subject to our 
jurisdiction, since overall limitations imposed upon their wholesale customers 
would necessitate limitations upon the remaining deliveries, i. e., those made in 
retail markets. 

Were this the only ground for rehearing contained in the petition of the 
Columbia Companies, we would be constrained to deny their joint petition for 
rehearing. Our order makes it clear that the condition with respect to trans- 
portation and delivery of limited quantities of gas, and the filing of emergency 
service rules and a uniform curtailment rule, is confined to the service and 
facilities subject to our jurisdiction. The excess capacity which would be pro- 
vided by the integration of the proposed facilities with the existing systems of 
the Columbia Companies, considered in connection with the anticipated shortages 
in gas supplies available to these companies require that we act within the area 
of the authority granted by the Natural Gas Act to limit the use of the facilities 
which we authorize in such a way as to remove any inducement to allow market 
growth which would be discriminatory as between communities to be served or 
upon the basis of capacity rather than available gas supplies. We believe our 
action to be appropriate for carrying out the provisions of the Natural Gas Act, 
and within the authority granted under the provisions of section 7 (ec) of the 
act. Such action leaves to appropriate local authorities no less control, within 
the periphery of their jurisdiction, than would prevail in the absence of such 
action. 

But we find it unnecessary to discuss these and other allegations addressed 
to the substance of our order which are urged by the Columbia Companies and 
the other petitioners, in view of the procedural question which is raised by the 
Columbia Companies. They allege that a rehearing should be granted upon the 
ground, among others, that no adequate notice was given of any proposal to 
impose restrictions and service rules, so that many customers, both wholesale 
and retail, received no notice of any proposed limitations and restrictions which 
might affect their rights and interests. 

An examination of our order consolidating these proceedings and fixing date 
of hearing will show that we pointed out specifically that the proposals of the 
Columbia Companies would increase the present capacities of their systems 
and that there were involved in each of the proceedings common questions of 
law and fact with respect to the pooled gas supply of the Columbia Gas System 
available to the various companies in the system to meet their gas requirements. 
We are of the opinion that notice of the existence of these questions which are 
inherent in the various applications filed by the Columbia Companies, provides 
adequate notice to all who are interested in obtaining gas supplies from the 
pooled supply of the Columbia Companies that the record would include a 
showing with respect to the adequacy of gas supplies and that any determina- 
tion made on the basis of such record would necessarily include appropriate 
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conditions in the light of such showing. Nor are we persuaded that the practical 
effect of our order would be to create the complexities of operation or inter- 
ference with State control which the Columbia Companies contend will result 
therefrom. 

We recognize, however, as is pointed out by UGI, that in these proceedings 
we do not have before us all of the subsidiaries of Columbia System, and that 
the ceilings imposed by our order do not limit or restrict the transportation and 
delivery of natural gas by such subsidiaries as are not granted a certificate 
herein. 

We are of the opinion that the rehearing requested by the Columbia Com- 
panies, the Ohio Commission, the Kentucky Commission and UGI should be 
granted in order to permit the presentation of such facts with respect to the 
present gas supplies available to the Columbia Companies and their adequacy 
to meet the requirements of such companies as may presently exist. 

Our review of the record in these proceedings reveals that increasing defi- 
ciencies in gas supplies available to the Columbia Companies may be anticipated 
if the estimates shown in the record prove accurate. We deem it proper, there- 
fore, to give appropriate consideration in the rehearing to the desirability of 
imposing limitations upon maximum volumes which may be transported and 
delivered by means of the facilities proposed by the Columbia Companies, in 
conjunction with their existing facilities, and requiring the incorporation in 
the existing F. P. C. gas tariff of such companies of just and reasonable service 
rules and regulations and curtailment rules in connection therewith, in the 
event that the evidence discloses that the gas supply available to the Columbia 
Companies is or will be inadequate to satisfy all the requirements of customers 
served by such companies. 

We deem it appropriate to order that the presentation of evidence at the 
rehearing which we hereinafter grant should relate, in addition to the other issues 
presented by the various applications to be reheard, to the issue with respect 
to the necessity, if any, for the imposition of the restrictions on service. 

On September 12, 1952, Atlantic Seaboard and Virginia Gas filed a joint appli- 
eation, which was supplemented on December 11, 1952, and amended on Febru- 
ary 26, 1953, in docket No. G—2062, for a certificate of public convenience and 
necessity pursuant to section 7 of the Natural Gas Act, authorizing the con- 
struction and operation of approximately 29.7 miles of 26-inch loop pipeline 
paralleling three sections of Atlantic Seaboard’s existing Cobb-Rockville pipe- 
line; a compressor station to be known as Cleveland compressor station, con- 
sisting of six 1,110-horsepower compressor units; and the increase by super- 
charging existing units and installing new units at Atlantic Seaboard’s existing 
Lost River compressor station, of 4,2C0-horsepower in compressor facilities. 
The estimated capital cost of the proposed facilities is approximately $6,631,847. 
Said proposed facilities would increase the capacity of existing facilities by 
approximately 70,200 M. c. f. of natural gas on a peak day, and at a 48 percent 
load factor, deliver annual additional volumes of natural gas of approximately 
12,299,040 M. c. f. 

On September 12, 1952, Manufacturers, Natural Gas, Cumberland and Allegheny 
Gas Co.,? and Home filed a joint application in docket No. G—2059 for certificates 
of public convenience and necessity pursuant to section 7 of the Natural Gas Act 
authorizing said companies to construct and operate certain transmission facili- 
ties and for an order authorizing and approving the abandonment and retirement 


2On March 23, 1953, we issued an order in docket No. G—2060, issuing a certificate of 
public convenience and necessity authorizing Manufacturers to acquire and operate the 
facilities of Cumberland and Allegheny Gas Co., a subsidiary of Columbia System. 
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of certain facilities, constituting an aggregate of 41 separate jobs. The total 
net coustruction cost of the overall project involved in said joint application is 
approximately $11,140,147. 

It appears that the construction and operation of the facilities proposed by 
said applicants would, in general, provide additional capacity in each of the 
systems concerned. 

In the event the record on the rehearing shows that the gas supplies available 
to the Columbia Companies are, or will be, inadequate to satisfy all the require- 
ments of customers served by those companies, a common question of law and 
fact with respect to the adequacy of the gas supplies to be utilized by the facilities 
p:opesed in docket Nos. G-—2059 and G-—2062 will exist. In view of the close 
relationship of such question to the issues which are presented by the proceed- 
ings which are to be reheard, we deem it appropriate for carrying out the pro- 
visions of the Natural Gas Act that the proceedings in docket Nos. G—2059 and 
G-2062 be consolidated for the purpose of hearing with the proceedings herein 
as to which we shall order rehearing. 

The Commission further finds: 

(1) The assignment of error and grounds for rehearing set out in the joint 
application and petition of Columbia Companies for reconsideration and vacation, 
or, in the alternative, for rehearing of the proceedings in docket Nos. G-1901 
and G—1448 do not raise any questions of fact or law not fully considered by the 
Commission prior to the issuance of its order modifying and affirming as modi- 
fied the initial decision of the presiding examiner herein, or which, having now 
been considered, warrant further hearing, modification, or revocation of said 
order. 

(2) Good cause has not been shown to exist by Columbia Companies to war- 
rant a stay of the order of the Commission with respect to the proceedings in 
docket Nos. G-1901 and G-1448, issued on May 1, 1953, and such application for a 
stay should be denied. 

(3) The assignment of error and grounds for rehearing set out in the petition 
in application for rehearing filed by the Ohio Commission for modification of the 
order of the Commission issued on May 1, 1953, and adoption, without modifica- 
tion, of the initial decision of the presiding examiner issued on March 5, 1953, so 
far as said order and decision pertain to the proceedings in docket Nos. G—1901 
and G—1448, or, in the alternative, for rehearing in said proceedings, do not raise 
any questions of fact or law not fully considered by the Commission prior to the 
issuance of its order modifying and affirming as modified said initial decision, 
or which, having now been considered, warrant further hearing, modification, 
or revocation of said order. 

(4) No good cause has been shown to exist by the Ohio Commission to warrant 
a stay of the order of the Commission with respect to the proceedings in docket 
Nos. G-1901 and G—1448, issued on May 1, 1953, and such application for a stay 
should be denied. 

(5) Good cause exists and it is appropriate for carrying out the provisions of 
the Natural Gas Act to grant a rehearing in the proceedings in docket Nos. 
G-1850, G-1787, G-1911, G-1931, G-1936, G—1943, G—1893, G—1905, and G-1952, 
upon the matters involved and the issues presented by the applications, and any 
supplements or amendments thereto filed in said proceedings, and upon any other 
matters or issues presented by such applications, supplements or amendments 
and to hold a further public hearing thereon at a date and place to be fixed by 
further order of the Commission. 

(6) It is necessary and appropriate for carrying out the provisions of the 
Natural Gas Act, particularly sections 4, 5, and 7, thereof, that such further 
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hearings shall, in addition to the purposes set forth in item (5), above, be held 
for the purpose of determining whether the gas supplies available to the Colum- 
bia Companies during the winter of 1953-54, and thereafter, will be adequate to 
satisfy all the requirements of customers dependent in whole or in part upon 
the pooled gas supply of such companies for their supply of natural gas, and 
the just and reasonable limitations upon transportation and deliveries of natural 
gas by means of the authorized facilities of each of the Columbia Companies, 
as well as the just and reasonable service rules and regulations, which should 
be made applicable to such transportation and deliveries in the event the evi- 
dence discloses that the gas supplies of the Columbia Companies will be inade- 
quate to satisfy such requirements. 

(7) It is appropriate for carrying out the provisions of the Natural Gas Act, 
and good cause exists for consolidating the proceedings in docket Nos. G—2059 
and G—2062 with the proceedings hereinbefore designated in item (5), above, for 
purpose of hearing upon the matters involved and the issues presented by the 
applications as supplemented or amended in docket Nos. G-2059 and G—2062, as 
well as upon the issues hereinbefore set forth in item (6), above. 

The Commission orders: 

(A) The applications and petitions for reconsideration, modification, and va- 
eation, or, in the alternative, for rehearing of the proceedings in docket Nos. 
G-—1901 and G—1448, and applications for stay filed by the Columbia Companies 
on May 26, 1953, and by The Public Utilities Commission of Ohio on May 29, 
1953, be and they hereby are denied. 

(B) Pursuant to the authority contained in and subject to the jurisdiction 
conferred upon the Federal Power Commission by the Natural Gas Act and the 
Commission’s rules of practice and procedure (18 C. F. R. part I) a rehearing 
be and the same hereby is granted with respect to the Commission’s order 
herein issued on May 1, 1953, so far as it pertains to the proceedings in docket 
Nos. G-—1850, G-—1787, G-1911, G-—1931, G-—1986, G-—1943, G-—1893, G-—1905, and 
G-1952, the record in said proceedings be and the same hereby is reopened, and 
a further public hearing thereon be held at a time and place to be fixed by 
further order of the Commission. 

(C) The aforesaid proceedings in docket Nos. G—2059 and G—2062 be and the 
same hereby are consolidated with the proceedings enumerated in paragraph 
(B) hereof, for purpose of hearing. 

(D) Pursuant to the provisions of sections 4, 5, and 7 of the Natural Gas 
Act, among the issues appropriate for consideration at such rehearing, and 
upon which pertinent evidence shall be received, are the following issues: 

(1) Whether the gas supplies available to the operating subsidiaries of The 
Columbia Gas System, Inc., during the winter season of 1953-54, and thereafter, 
will be adequate to satisfy all the requirements of customers dependent in whole 
or in part upon the pooled gas supply of such companies for their supply of 
natural gas, and 

(2) The just and reasonable limitations upon transportation and deliveries 
of natural gas by means of the authorized facilities of each of the Columbia 
Companies, as well as the just and reasonable service rules and regulations, 
which should be made applicable to such transportation and deliveries in the 
event the evidence discloses that the gas supplies of said operating subsidiaries 
will be inadequate to satisfy such requirements. 

(E) Protests or petitions to intervene in the proceedings at such rehearing 
may be filed with the Federal Power Commission, Washington 25, D. C., in ac- 
cordance with the rules of practice and procedure (18 C. F. R. 1.8 or 1.10) on 
or before the 20th day of July, 1953. 

Commissioner SmMirH not participating. 
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IN THE MATTER OF 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION 


Upon an Application for an Amendment of a Certificate of Public Convenience 
and Necessity 


Docket No. G—1414 
March 8, 1953* 
Syllabus 


Commission amends its previous order issuing a certificate of public convenience 
and necessity under section 7 of the Natural Gas Act to Transcontinental 
by deleting a condition in the previous order, which allowed Transcontinental 
to operate certain faciliites only to render emergency services of gas. P. 657. 


Richard J. Connor, Christopher T. Boland, William L. Shea and George 
Meiburger, of Gallagher, Osherman, Connor & Boland, and James B. Henderson 
for applicant. 

William L. Brunner for the staff of the Federal Power Commission. 

WoopaLL, Presiding Examiner: On December 18, 1952, Transcontinental Pipe 
Line Corp., applicant herein, filed a second petition to amend the order issuing 
a certificate of public convenience and necessity, by which petition it requests 
deletion of the following paragraph B (4) of the Commission’s order issued 
January 26, 1951, which reads as follows: 


(4) Until further authorization by the Commission, the facilities herein 
authorized to be constructed and operated shall be operated only to render 
emergency service of gas to its customers in the New York area through 
the New York facilities. 

The hearing on this matter has now been concluded. 

The granting of such petition will authorize the applicant to operate its 
facilities which cross Staten Island and connect with the New York facilities 
of the five New York customer companies who are applicant's authorized 
customers, as fully certificated facilities and as an integral part of its certificated 
pipeline system. 

The issues involved herein are those prescribed by section 7 (e) of the Natural 
Gas Act, and they are the same issues which were involved in the original appli- 
cation herein and the issues met by the decision heretofore issued. 

The condition quoted above was originally included in the order in the initial 
decision which became the final decision as actually sought by the applicants 
at that time, and the imposition of the condition was not opposed by anybody 
at that time. 

The cancellation of that condition, now that the construction has been completed 
and certain testing of the facilities has been accomplished, which is sought by 
the applicant, is not opposed by any party. In fact the request is joined in by 
all of the customer companies and the New York Public Service Commission. 

The affirmative evidence, which is uncontradicted, shows quite substantial 
benefits, both from the standpoint of operations of the pipe line company and of 
the customer companies, and also additional advantages to result as affecting 
the safety factor, which was a very strong element in originally certificating 
the facilities even for emergency use. 


*Initial decision and order became effective on April 2, 1953, as final decision and order 
of the Commission. 
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It has also been shown that operations of the Staten Island line in parallel 
with the 134th Street line would create beneficial conditions even to New Jersey 
companies who are served by that segment of the Transcontinental Pipe Line 
between Linden, N. J., and 134th Street, under at least certain possibilities of 
operating conditions, and in fact as a general proposition. 

The evidence given by the engineering witnesses is so clear, and it all heads 
up into this basic conclusion, that I do not believe it necessary to attempt to 
digest it, and the record is so short that I am sure this, you might say, summary 
finding, will be adequate for the purposes. 

There is no evidence, so far as I have heard on this record, upon which a 
finding could be based that the utilization of these facilities as an integral part 
of applicant's certificated system would, in fulfilling the applicant's service obli- 
gations to its customers in the metropolitan area, be in any way inconsistent 
with the public interest or violative of any law or regulations. 

I suppose it might be said that it would be a little bit strange if the applicant, 
having now constructed these facilitites and tested their utilization—capacity to 
be utilized—and in the absence of any such showing as I mentioned does not exist 
as being inconsistent with the public interest or violative of any law or regula- 
tions, it would be a little bit strange if they were not permitted to use, or to make 
used and useful, these facilities in which they have now invested their funds pur- 
suant to proper authorization, so there would appear to the Examiner to be no 
reason why the ultimate findings and conclusions should not be those which will 
be stated below. 


FINDINGS AND CONCLUSIONS 


(1) Applicant is still a natural gas company within the meaning of the Natu- 
ral Gas Act, and the proposed operation of these facilities, in serving the pres- 
ently authorized customers of applicant in the metropolitan area of New York 
City, will be subject to the jurisdiction of the Commission under the act. Its 
service obligations will therefore be governed by existing tariff and schedule 
provisions. 

(2) Applicant is able and willing properly to do the acts and perform the sery- 
ice proposed herein, and to conform to the provisions of the act and the require- 
ments, rules, and regulations of the Commission thereunder, in operating the pro- 
posed Long Island facilities in parallel with the 134th Street line. 

(3) The proposed operation and service is and will be required by the present 
public convenience and necessity. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal or on 
its own motion, as provided by its rules of practice and procedure, that para- 
graph B (4) of the Commission’s order herein, issued on January 26, 1951, be and 
the same hereby is deleted from the certificate of public convenience and neces- 
sity which was issued to the applicant by said order, and otherwise the said 
certificate shall remain in full force and effect; and paragraph B (5) of said 
order shall be renumbered as paragraph B (4). 


Emery J. WoopALt, 
Presiding Braminer. 






















































FEDERAL POWER COMMISSION 
IN THE MATTER OF 
TEXAS GAS TRANSMISSION CORPORATION 
Upon Application for Certificate of Public Convenience and Necessity 
Docket No. G—2067 
April 1, 1953* 
Syllabus 


Commission issues a certificate of public convenience and necessity under section 
7 of the Natural Gas Act to Texas Gas to construct and operate the sales 
meter station described in its application for the transportation and delivery 
of natural gas on an interruptible basis to Mississippi Power for use as 
boiler fuel. P. 665. 


Christopher T. Boland, Richard J. Connor, William L. Shea, and Charles FP. 
Detmar, Jr., for Texas Gas Transmission Corp. 


Harry L. Albrecht for the staff of the Federal Power Commission. 

HALL, Presiding Examiner: Texas Gas Transmission Corp.’s (applicant) inter- 
state natural-gas pipeline passes within 4.5 miles of the site on which Mississippi 
Power & Light Co. (Mississippi Power) is completing construction of its Delta 
steam electric generating station (Delta plant). The Delta plant is located 
between Cleveland and Merigold, Miss., and is designed to burn natural gas as the 
primary fuel, with oil as standby fuel. Applicant’s application in this proceed- 
ing seeks certificate authorization for the construction and operation of a sales 
meter station to enable it to make direct sales of natural gas to Mississippi Power, 
on an interruptible basis, for use as boiler fuel in the Delta plant. The proposed 
sales meter would be constructed at the junction of applicant’s interstate trans- 
mission system and a connecting lateral to be constructed, owned and operated 
by Mississippi Power. 

The estimated volumes of interruptible natural gas deemed by Mississippi 
Power to be presently available to-it to meet the requirements of the Delta plant 
are 12,226,000 M. c. f. per annum, of which 6,959,000 M. c. f. would be purchased 
from applicant under a 10-year contract, and 5,267,000 M. c. f. would be purchased 
from Mississippi Valley Gas Co. (Mississippi Valley) under a 25-year contractual 
arrangement. Mississippi Valley is an existing firm customer of applicant in the 
Delta plant area, and the 5,267,000 M. c. f. per annum which it plans to sell to 
Mississippi Power would be obtained, in the first instance, from applicant, and 
would be supplied to Mississippi Power through a gas measurement meter to be 
constructed by applicant as an integral part of the sales meter station for which 
authorization is sought in this proceeding. While neither the facilities which 
will measure Mississippi Valley’s sales to Mississippi Power, nor the volumes 
of gas to be sold by Mississippi Valley, have been made subjects of the applica- 
tion in this proceeding, they are so interrelated with applicant’s proposals and 
the contemplated operation of the Delta plant that it is desirable that considera- 


*Initial decision and order became effective on May 1, 1953, as final decision and order 
of the Commission. 

2It is estimated that the Delta plant will cost $21,500,000 and that it will be placed in 
operation by the fall of 1953. It will consist of two units with a capability of 105,000 
kilowatts each. 
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tion be given thereto herein to the extent necessary to reflect the plans of the 
parties involved. 

By order of the Commission, Mississippi Power; Mississippi Valley ; Memphis 
Light, Gas & Water Division, city of Memphis, Tenn.; Railroad and Public 
Utilities Commission of the State of Tennessee; and National Coal Association, 
United Mine Workers of America, and Fuels Research Council, Inc., as joint 
petitioners, were permitted to become intervenors in this proceeding. There- 
after, however, the Tennessee Commission and the Memphis Light, Gas & Water 
Division formally withdrew their intervention. 

National Coal Association, United Mine Workers of America, and Fuels Re- 
search Council, Inc., limited their participation to a statement of counsel at the 
commencement of the hearing. Mississippi Valley appeared in support of the 
application but presented no evidence other than a telegram from its president 
confirming the understanding of applicant and Mississippi Power as to the 
amount of off-peak or so-called valley gas it will have available for the Delta 
plant. Mississippi Power’s support of the application included the introduction 
of evidence through two witnesses. 

Following the public hearing held on February 10 and 11, 1943, briefs were 
filed by applicant, Mississippi Power and the Commission staff. 


THE ISSUE 


The issue presented for decision is whether applicant’s proposed natural-gas 
service to Mississippi Power, on an interruptible basis, for use as boiler fuel, and 
the construction and operation of the sales meter and appurtenant facilities to 
render such service, are required by present or future public convenience and 
necessity. 

FACILITIES 


The sales meter station required in conjunction with the proposed direct sales 
of natural gas by applicant to Mississippi Power will cost $23,925. It will be 
financed out of cash on hand. The estimated cost is shown to be reasonable. 

The sales meter regulators will reduce the pressure to 300 pounds per square 
inch, with the gas sold by applicant to Mississippi Power being measured by two 
10-inch orifice meter runs. 

As part of the sales meter station, applicant plans to construct a third 10-inch 
orifice meter run to measure the gas to be purchased by Mississippi Power from 
Mississippi Valley.2 This third meter run, however, is not part of the facilities 
for which authorization is here requested. 

The sales meter station will be directly connected to a 4.5-mile 12-inch lateral 
to be constructed and operated by Mississippi Power. The lateral will extend 
from the proposed meter station to the Delta plant.’ 


FUEL REQUIREMENTS OF DELTA PLANT 


The total annual fuel requirements of the Delta plant are approximately 
14,108,000 M. c. f. of 1,000 B.t.u. gas at a pressure base of 15,025. To meet these 


2 As already indicated, Mississippi Valley does not propose to construct any facilities to 
effect its sales to Mississippi Power, but rather to utilize those to be constructed by 
applicant. 

8 Staff counsel concedes that Mississippi Power is not required by the provisions of the 
Natural Gas Act to apply for and obtain a certificate to construct and operate the 12-inch 
interconnecting lateral which is estimated to cost $178,000. In this connection, it is to 
be observed that the contract between applicant and Mississippi Power provides that the 
“lateral shall be used only for the purpose of delivering gas for use in the generating 
station of buyer.” 
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requirements it is estimated that 12,226,000 M. c. f. per annum will be available 
through Mississippi Power’s separate agreements with applicant (6,959,000 
M. c. f.) and with Mississippi Valley (5,267,000 M. c. f.),* leaving a possible de- 
ficiency of 1,882,000 M. c. f. to be provided by oil standby. In the event the gas 
supplied has a B. t. u. content of 1,040 instead of 1,000, the annual gas deficiency 
will be only 1,392,960 M. c. f. 


COST OF GAS TO MISSISSIPPI POWER 


The portion of the gas to be supplied directly by applicant will cost Mississippi 
Power 20 cents per M. c. f. Under present conditions, the gas to be purchased 
from Mississippi Valley will cost Mississippi Power 17.45 cents per M. c. f., it 
being provided in the contract between the companies (effective as of January 
1, 1952) that Mississippi Power’s purchase of gas will be on the basis of incre- 
mental cost to Mississippi Valley plus 1.75 cents per M. c. f. 


GAS RESERVES 


The granting of the application in this proceeding, together with Mississippi 
Valley’s sale to Mississippi Power, would increase applicant’s need of reserves 
by an estimated 172,580,000 M. c. f. over the next 20 years.’ As part of its 
general program of acquiring additional reserves to improve its gas supply, 
applicant has recently executed a contract with Skelly Oil Co. under which it has 
additional recoverable reserves dedicated to it of approximately 220,026,000 
M.c.f.° This contract, in and of itself, more than satisfies the increased demands 
brought about by the projected sales to Mississippi Power (including those to 
be made by Mississippi Valley) for use as boiler fuel in the Delta plant. 





* Applicant’s contract with Mississippi! Power obligates it to deliver only “‘such quantities 
of natural gas as buyer may request and seller may have available * * * up to a maxi- 
mum of 30,000 M. c. f. in any one day.”” Under the terms of the agreement, Mississippi 
Power must offer to buy at least one-half of its daily gas requirements for the Delta plant 
from applicant. Applicant is Mississippi Valley’s supplier in the Delta plant area. Para- 
graph B (1) of the Commission’s order accompanying opinion No. 232, In the Matter of 
Texas Gas Transmission Corp., docket No. G—1847, et al., issued July 25, 1952, requires 
applicant to make available to Mississippi Valley on a firm basis (upon completion of 
facilities authorized in that docket) a maximum daily volume of 46,382 M.c.f. Mississippi 
Valley is free to dispose of any off-peak gas it may have available so long as (a) the maxi- 
mum daily delivery obligation imposed by the Commission is not exceeded, and (b) there 
is no violation of the following provisions of paragraph (B) of the Commission's order 
issued March 11, 1952, in docket No. G—1865, authorizing and approving the sale by 
Mississippi Power to Mississippi Valley of all of its distribution properties except certain 
short sections of pipe needed to serve Mississippi Power’s Rex Brown and Natchez gener- 
ating plants with natural gas for use as boiler fuel: 


Notwithstanding anything contained in any agreement between the Applicant herein 
or elsewhere, Mississippi Valley Gas Company shall not curtail or interrupt service to 
its domestic or commercial customers on any part of its system in order to provide 
gas to Mississippi Power and Light Company or others for use as boiler fuel in the 
generation of electric power in any steam-electric generating plant, whether already 
constructed or to be constructed in the future, (11 F. P. C. 227). 


5 Approximately 102,990,000 M. c. f. of the total of 172,580,000 M. c. f. is attributable 
to sale by Mississippi Valley over a 20-year period. The balance of 69,590,000 M. c. f. is 
attributable to applicant’s direct sales over a 10-year contract period. 

®The acreage covered by the Skelly Oil Co. contract is in the Carthage Field, Panola 
County, Tex., and is for a term of 20 years commencing August 1, 1952, “and shall continue 
in force and effect for so long thereafter as gas is available in commercial quantities.” 
The price of the gas, subject to certain adjustment provisions, is 9.5 cents per M. ec. f. for 
the first 5 years, 10.5 cents for the second, 11.5 cents for the third, and 12.5 cents per 
M. c. f. for the last 5-year period. 
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Moreover, in its opinion No. 232, issued July 25, 1952, in docket No. G—1847, 
et al., supra, the Commission found that applicant had an adequate supply of 
natural gas to justify the expansion of its facilities from 695,400 M. c. f. a day 
to a maximum daily delivery capacity of 957,412 M. c.f. The net effect of the 
Skelly Oil Co. contract was an increase of 47,446,000 M. c. f. over and above the 
reserves which were recoverable in docket No. G—1847 and then found adequate. 
That contract, however, is only partial evidence of the increase in applicant’s 
reserves since the Commission’s finding in docket No. G—1847, for the testimony 
reveals that (a) applicant is presently engaged in acquiring additional reserves 
in the Carthage Field and has already executed another contract, and (b) it 
has been demonstrated that the reserves presented in docket No. G-1847 have 
increased both reservewise and in the ability of the wells to produce. 

The reserves of applicant are therefore found to be adequate to support the 
proposed deliveries to Mississippi Power. 


MISSISSIPPI POWER’S SYSTEM OPERATIONS 


Mississippi Power is engaged in the generation and sale of electric energy. 
Its service area consists generally of the western half of the State of Mississippi 
in which there has been considerable industrialization in recent years.’ It now 
owns and operates 2 generating plants in Mississippi, i. e., the Rex Brown plant 
at Jackson (with 3 units having a capability of 154,000 kilowatts) and the 
Natchez plant at Natchez (with 1 unit having a capability of 70,000 kilowatts). 

As part of the Middle South System, Mississippi Power is interconnected with 
Arkansas Power & Light Co. and Louisiana Power & Light Co. so as to tie the 
power resources of these three companies together and coordinate and operate 
them as an interconnected and integrated power-supply system serving areas 
in the States of Mississippi, Arkansas and Louisiana. The interconnected system 
is operated as a unit so as to obtain its supply of power and energy at the lowest 
overall cost. All generating facilities in the combined system, except for the 
two hydro-electric plants of Arkansas Power & Light Co., are steam generated 
and their primary fuel is natural gas. 

The Delta plant now being completed by Mississippi Power is but another 
step in the progressive development of its facilities to meet the requirements 
of the growing public demand for electric power throughout the area served by 
the Middle South System. 


FUEL COST SAVINGS PERMITTED BY USE OF GAS 


Mississippi Power estimates that use of gas in the Delta plant as the primary 
fuel will permit annual fuel cost savings of approximately $2 million as compared 
to the use of coal, and annual savings of about $3,500,000 as compared to the 
use of oil.* The evidence also indicates that use of coal as fuel would increase 
the plant investment by $7 million and inflate operating and maintenance costs 
to the extent of $225,000.00 per year, exclusive of the costs of storing, handling, 
shrinkage, inventory, etc. 


7 As of December 1952, Mississippi Power served a total of 146,624 customers, of which 
123,463 were residential customers. In addition, an estimated 75,000 customers were 
served indirectly through REA cooperatives, with another 10,000 being served by municipal 
systems obtaining their eiectric power from Mississippi Power. 

®The estimated fuel cost savings resulting from the use of gas are based upon the 
amounts of gas Mississippi Power believes it will be able to purchase from applicant 
(6,959,000 M. ec. f. annually) and Mississippi Valley (5,267,000 M. c. f. annually) and the 
use of 1,882,000 M. c. f.-B. t. u. equivalent of oil. 
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Accordingly, it is clear that substantial savings will result from the utilization 
of natural gas in the Delta plant as opposed to the use of either coal or oil. 


“BOTTLENECK” IN APPLICANT’S SYSTEM 


Because of a physical “bottleneck” in its facilities north of Memphis, Tenn., 
applicant has a large amount of unused off-peak capacity in zone 1 (includes the 
southernmost area up through Memphis) of its system. Being unable to use 
this excess line capacity in zone 1 to deliver gas north of Memphis because the 
facilities north of that point are utilized at capacity, applicant is here seeking a 
partial answer to its problem through its proposed sales of gas on an interruptible 
basis to Mississippi Power. In this regard, applicant points out that such sales 
will result in the load factor in zone 1 being increased from 52.3 percent to 61.5 
percent and the system load factor being raised from 72.5 percent to 76 percent. 

As witness for applicant testified, “this proposed sale to Mississippi Power 
* * * is the only sale that we know of that we could make for a limited period 
of time on strictly interruptible basis with no guarantees as to minimums in that 
bottleneck zone.” No additional requests of any kind south of Memphis appear 
to have been received by applicant (either direct industrial sales or sales for 
resale) since the completion of the hearings in docket No. G—1847, supra. Fur- 
thermore, the record shows that the studies made by representatives of applicant 
for the past 2 years of gas storage possibilities in or near zone 1 have been to no 
avail. 

Another factor of importance here is the fact that applicant purchases most of 
its gas under “take or pay for” contract clauses, so that it is obligated, under 
the minimum purchase provisions, to buy on a system load factor of approxi- 
mately 70 percent as compared with a present system load factor operation of 
72.5 percent. Thus by increasing the system load factor to 76 percent through 
the proposed sales to Mississippi Power a better margin of safetv will he nrovided 
against penalties resulting from minimum guarantees. 


INCREASED REVENUES 


Applicant estimates that exclusive of its increased revenue resulting from 
sales to be made by Mississippi Valley to Mississippi Power, its incremental net 
operating income resulting from its direct sales to Mississippi Power for 1 full 
year of operation will be $288,300.00. 


PUBLIC CONVENIENCE AND NECESSITY 


The evidence makes it clear that the proposed direct sales by applicant to Mis- 
sissippi Power will not adversely affect any of applicant’s existing customers; 
that Mississippi Power’s heaviest demands for fuel in the Delta plant will be 
from April through October, or during months when applicant is best able to 
provide interruptible gas; that the proposed delivery to Mississippi Power will 
(a) serve to increase applicant’s system load factor, particularly in zone 1; (b) 
increase the spread between the present load factor and the minimums under 
the “take or pay for” clauses of applicant’s gas purchase contracts; (c) provide 
applicant with additional revenue; and (d) effect substantial savings in fuel and 
other costs related to the construction and operation of the Delta plant which 
should redound to the benefit of power users in the area served by the Middle 
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South System. These factors make it desirable and in the public interest to 
grant the application.’ 


NEW DELIVERY POINT TO MISSISSIPPI VALLEY 


As hereinabove stated, Mississippi Valley is a firm service customer of appli- 
cant in the Delta plant area. All volumes of gas which Mississippi Valley will 
receive from applicant at its proposed sales meter for resale to Mississippi 
Power will be gas which Mississippi Valley is entitled to purchase under the 
Commission’s allocation in docket No. G-1847 (opinion No. 232, 11 F. P. C. 227) 
and the existing service agreement between applicant and Mississippi Valley. 
The proposed sales meter would be located adjacent to the sales meter now used 
by applicant to deliver gas to Mississippi Valley for resale in Merigold, Miss., 
or at a point approximately three-fourths of a mile north of Merigold. 

While recognizing that the question is not at issue in the instant proceeding, 
staff counsel's brief raises a question as to whether a certificate of public 
convenience and necessity should be obtained by applicant for permission to 
construct the third orifice meter run” (see p. 659, supra) to be used for deliver- 
ies of gas by applicant to Mississippi Valley for resale to Mississippi Power. 
Applicant’s position is that since Mississippi Valley is an existing firm customer, 
the third meter run is excused by section 2.55 (c) of the Commission’s regula- 
tions under the Natural Gas Act (18 C. F. R. 2.55 (c)) providing: 


(c) New delivery points. Metering and regulating installations and 
branch lines necessary to the esablishment of new delivery points required 
for the delivery of gas to an existing customer for resale in a local com- 
munity presently served from the same pipeline system by such customer. 


Accordingly, in their reply brief counsel for applicant state that “as a matter 
of information” the Commission, by letter dated March 20, 1953, was notified 
that applicant “plans to construct the third meter run pursuant to section 
2.55 (c).” 

In passing, it is of interest to note that the Commission, in its supplemental 
order issued February 6, 1953, In the Matters of The Ohio Fuel Gas Co., docket 
Nos. G-1985 and G—2013, had occasion to state that the “essential purpose of” 
section 2.55 (c) “is to avoid needless reconsideration under section 7 (c) of 
the act, of an applicant’s ability to perfo.m and of the requirements of public 
convenience and necessity where it proposes facilities merely for a new point 
of delivery to an existing customer for resale in a local community presently 
served from the applicant's line by that same customer.” 

While the application in this proceeding does not require a determination 
as to whether the third orifice meter run falls within the exemption of section 
2.55 (c) of the Commission’s regulations, decision of that question by the 
Commission as a result of the notice filed on March 20, 1953, or as a result 
of some other filing to be made by applicant, will undoubtedly involve a con- 
sideration of the condition set forth in paragraph (B) of the Commission’s 
order issued March 11, 1952, in docket No. G—1865, quoted in footnote 4, p. 660, 
supra, under which Mississippi Valley may sell off-peak gas to Mississippi 
Power for boiler fuel use. 


® While the Commission in a prior decision (opinion No. 220, issued November 6, 1951, 
docket Nos. G—1570, G—1578, et al, 10 F. P. C. 391) denied Mississippi Power’s request for 
an order directing applicant to sell it up to 60,000 M. c. f. per day for use as boiler fuel in 
the Delta plant, it appears that the reasons justifying that action are not applicable to the 
present application. 

2% The estimated cost of the third meter run is said to be $9,191.00 assuming the cer- 
tification of facilities requested by applicant in the present proceeding. 
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CONDITION SUGGESTED BY STAFF COUNSEL 


As a suggested condition to be included in the order issued in this proceeding, 
staff counsel requests that “The order * * * be issued on the condition that 
the sale of gas by Texas Gas to Mississippi Power shall not impair service to 
any existing direct or resale customer of Texas Gas.” 

In the examiner’s view, the suggested condition is not warranted for the reason 
that it would be inconsistent with the general terms and conditions of applicant’s 
gas tariff, first revised volume No. 1, effective on January 8, 1953, which sets 
forth the steps to be followed by applicant for the purpose of curtailment or 
interruption of deliveries. Moreover, there appears to be no justification for 
drawing a distinction between customers who are receiving gas for boiler fuel 
use. All should be curtailed on an equitable basis and at the same time in that 
part of applicant’s system in which deliveries are impaired. 


FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and the briefs and arguments 
of counsel, as well as upon the preceding portion of this decision, it is further 
found and concluded that: 

(1) Applicant, a Delaware corporation with its principal place of business 
at Owensboro, Ky., is engaged in the transportation and sale of natural gas 
in interstate commerce for resale for ultimate public consumption, subject to 
the jurisdiction of the Commission, and is therefore a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission Jn the Matter of Texas Gas Transmission Corp., et al., docket No. G—859, 
etal. (8 F. P. C. 190, 228-229). 

(2) The facilities proposed to be constructed by applicant, as described in 
its application filed September 12, 1952, are intended to be used and operated 
for the transportation of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and the construction and operation thereof 
are subject to the requirements of subsections (c) and (e) of section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed to be rendered to Mississippi Power, and to conform to the 
provisions of the Natural Gas Act, and the requirements, rules, and regula- 
tions of the Commission thereunder. 

(4) The construction and operation by applicant of the proposed sales meter 
station, as described in its application, is required by the present and future pub- 
lic convenience and necessity and an order should issue granting a certificate 
therefore as hereinafter ordered and conditioned. 

(5) The Commission’s action herein shall not be construed as approval or ac- 
quiescence in any sales, now or in the future, by applicant to Mississippi Valley 
for ultimate use by Mississippi Power as boiler fuel in the Delta plant. 

(6) It is appropriate and in the public interest to require applicant, before it 
undertakes construction of any facilities for the sale of gas to Mississippi Valley 
for resale to Mississippi Power for use in the Delta plant, to either obtain (a) 
authorization therefor pursuant to section 7 of the Natural Gas Act, or (b) a 
Commission determination that certificate authorization is not required for such 
construction and operation. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its rules of prac- 
tice and procedure, that: 





TEXAS GAS TRANSMISSION CORP. 665 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant, Texas Gas Transmission Corp., to construct and 
operate the sales meter station hereinabove described, and more fully described 
in the application filed in this proceeding on September 12, 1952, for the trans- 
portation and delivery of natural gas, subject to the jurisdiction of the Com- 
mission, upon the terms and conditions of this order. 

(B) The facilities herein authorized shall be used for the transportation and 
delivery of natural gas on an interruptible basis to Mississippi Power, and the 
gas so transported and delivered shall be limited to the natural gas that appli- 
cant may have available, but not in any event to exceed 30,000 M. c. f. in any 
one day, and not more than a total of 6,959,000 M. c. f. annually. 

(C) The operation of the facilities herein authorized is hereby limited to a 
period of 10 years from the date of the first delivery of natural gas to Mississippi 
Power unless such period shall hereafter be extended by order of the Commission. 

(D) The applicant shall report to the Commission promptly in writing, under 
oath, the date of the completion of the construction of the sales meter facilities 
herein authorized and the date of commencement of operation thereof. 

(E) Applicant shall not undertake the canstruction and operation of any 
facilities for the sale of natural gas to Mississippi Valley for resale to Missis- 
sippi Power for use as boiler fuel in the Delta plant unless and until (a) the 
Commission determines that certificate authorziation therefor is not required, or 
(b) applicant obtains authorization for such construction and operation pursu- 
ant to section 7 of the Natural Gas Act. 

(F) This certificate is not transferable and shall be effective only so long as 
applicant continues the operation hereby authorized in accordance with the pro- 
visions of the Natural Gas Act and all pertinent rules, regulations, or orders here- 
tofore or hereafter issued by the Commission. 

Francis L. HALL, 
Presiding Examiner. 
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IN THE MATTERS OF 
TOWN OF COLFAX, LOUISIANA; TOWN OF BOYCE, LOUISIANA 
Upon Petitions for Gas Service Under Section 7 (a) of the Natural Gas Act 
Docket Nos. G—2030, G—2087 
May 6, 1953* 
Syllabus 


1. Commission refuses to condition order to require applicants to prove that they 
have successfully financed their projects and contracted for their construc- 
tion, because the Commission has no authority to regulate these Louisiana 
municipalities in any respect. P. 667. 

2. Commission orders Trunkline under section 7 (a) of the Natural Gas Act 
to establish physical connection of its transportation facilities with the fa- 
cilities of applicants and to sell and deliver natural gas to them. P. 668. 


Harold B. Judell, of Foley, Cox and Judell, for petitioners. 
Harry L. Albrecht for staff of the Federal Power Commission. 


WoopaLL, Presiding Examiner: The municipalities of Colfax and Boyce, 
La., are duly incorporated under the laws of Louisiana and each is legally 
authorized to own and operate a natural-gas distribution and transmission 
system within and without its corporate boundaries, and as such is a qualified 
applicant for an order of this Commission under section 7 (a) of the Natural 
Gas Act. Each town has petitioned this Commission for such an order requiring 
Trunkline Gas Co., which is a natural-gas company under the Natural Gas Act, 
to establish physical connection and render natural-gas service to it... Hearings 
were had on April 13 and 14, 1953, in this consolidated proceeding. Trunkline 
Gas Co. (Trunkline) responded to these petitions on August 27, 1952, and 
January 7, 1953, respectively, assenting to such service of gas if this Commission 
found it to be in the public interest, asking only that the towns execute proper 
service agreements under Trunkline’s tariff on file with the Commission (under 
rate schedule GS-1). Trunkline has agreed with the towns regarding the 
locations of the metering and regulating stations. The towns propose to con- 
struct the connecting laterals and distribution systems so that Trunkline would 
need to build only such metering and regulating stations. The cost of each 
would be approximately $15,000, which cost Trunkline has assented to bear 
and which is not unduly burdensome, being, in fact, nominal. 

It is not necessary to condition any order herein to require the towns to execute 
service agreements, which they desire to execute whenever service can begin. 
Such executed service agreements are required by regulations. 

The towns originally asked for 400 M. c. f. to meet peak requirements but 
in the hearing they amended their petitions by asking for 600 M. c. f. to meet 
estimated fifth year peak requirements of 555 M. c. f. for Colfax and 526 
M. c. f. for Boyce. The amendments of the petitioners were allowed to conform 
therein to such proof of fifth year estimated peak requirements with a slight 


*Initial decision and order became effective on June 8, 1953, as final decision and order 
of the Commission, infra, p. 668. 

2 Colfax’s petition was filed in docket No. G-2030 on August 14, 1952, supplemented on 
September 25, 1952, and January 22, 1953, and amended on February 20, 1953. 

Boyce’s petition was filed in docket No. G—-2087 on November 14, 1952, supplemented on 
February 2, 1953, and amended on February 19, 1953. 
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cushion to round out 600 M. c. f. While the staff would limit the order to the 
exact peak day estimates, the order herein will fix 600 M. c. f. as the reasonably 
safe maximum delivery required by the order to assure the satisfaction of the 
fifth year requirements of the towns. Trunkline did not object to such proposed 
maximum of 600 M. c. f. 

Trunkline has been shown to have adequate supplies to meet these additional 
service loads without impairing its ability to render adequate service to its exist- 
ing customers, and Trunkline assents to such service. Trunkline will not be 
required to enlarge its transportation facilities. 


THE PUBLIC INTEREST 


This case is uncontested by any party or the staff. The proposed findings and 
conclusions of the petitioners and of the staff are in substance adopted. It, 
therefore, is only required to indicate briefly the facts establishing that this 
service of gas by Trunkline is necessary and desirable in the public interest. 

These two small towns have been by-passed for years by pipelines transporting 
natural gas produced in Louisiana, large volumes of which are sold in distant 
States. The neighboring towns have had the benefits of this natural resource 
of Louisiana. These towns have heretofore been unsuccessful in obtaining such 
natural-gas service and suffer from expensive fuel costs and uncertainty of 
supply of fuel during seasonal floods and winter weather conditions. The record 
spells out in detail the handicaps suffered because of lack of natural-gas service. 

It is found that service of natural gas by Trunkline to these towns is necessary 
and desirable in the public interest. 

The only recommendation by the Commission staff with which the order 
herein differs is that the order, by a condition, require the petitioners herein to 
demonstrate to this Commission, by evidence satisfactory to it, that each 
town has successfully financed its project and contracted for its construction 
within 1 year after the effective date of the order. The thought behind the 
suggestion is good, namely, that Trunkline’s capacity should not be committed 
by these orders indefinitely should the towns “be unable to complete their 
projects.” The method suggested, however, would cause this Commission to 
assume jurisdiction to determine whether the towns had properly financed and 
contracted for the construction of their projects, although this Commission has 
no authority to regulate these Louisiana municipalities in any respect, and 
although the State of Louisiana has provided by law for the regulation of its 
municipalities, as shown on this record, as to their issuance of debt securities. 
It would seem elementary that the Commission would not by its orders 
seek to accomplish by indirection through conditions in its orders that which 
by statutory delegation it is unlawful for it to accomplish directly. Hence, the 
order herein will not contain the condition which the staff proposes. Trunkline 
may come before this Commission at any time and show cause why the order 
herein should be rescinded or modified. At its option Trunkline may elect to 
seek such relief if within 1 year after the effective date of the order herein the 
towns have not been able to finance or contract for or complete their projects 
and initiate acceptance of deliveries of gas from Trunkline herein provided for. 


FINDINGS AND CONCLUSIONS 


Upon the record herein the following findings and conclusions to which sec- 
tion 7 (a) of the act addresses attention are made: 

(1) Petitioners herein are qualified applicants as municipalities legally au- 
thorized to engage in the local distribution of natural gas, as proposed. 
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(2) It is necessary and desirable in the public interest that the proposed 
natural-gas service be rendered by Trunkline to these towns. 
(3) No undue burden will be placed upon Trunkline and no enlargement of 
its transportation facilities is required if the proposed service by Trunkline is 
required by order of this Commission. 
(4) Trunkline’s ability to render adequate service to its existing customers 
will not be impaired by requiring the proposed service to these towns. 



































ORDER 


Wherefore, it is Ordered, subject to review by the Commission on appeal or 
on its own motion under its rules of practice and procedure, that: 

(1) Trunkline Gas Co. shall establish physical connection of its transportation 
facilities with the facilities of the town of Colfax, La., and sell and deliver 
natural gas to said town pursuant to an appropriate executed service agreement 
under Trunkline’s tariff on file with this Commission up to an initial daily volume 
of 600 M. c. f. 

(2) Trunkline Gas Co. shall establish physical connection of its transportation 
facilities with the facilities of the town of Boyce, La., and sell and deliver 
natural gas to said town pursuant to an appropriate executed service agreement 
under Trunkline’s tariff on file with this Commission up to an initial daily 
volume of 600 M. c. f. 

(8) Should for any reason either of the towns of Colfax or Boyce, La., fail 
or refuse to complete their facilities for accepting deliveries of natural gas from 
Trunkline Gas Co. and initiate the acceptance of the gas service herein provided 
for from Trunkline under an appropriate executed service agreement within 
1 year after the effective date of this order, Trunkline Gas Co. may show 
cause why this order should be rescinded or modified. 


Emery J. Woopatt, 
Presiding Examiner. 


Order affirming initial decision of presiding eraminer 
June 8, 1953 


On May 6, 1953, the presiding examiner’s decision in the above-entitled con- 
solidated proceeding was issued. This proceeding involves separate petitions 
by the towns of Colfax and Boyce, La., for orders, pursuant to the provisions of 
section 7 (a) of the Natural Gas Act, directing Trunkline Gas Co. to establish 
physical connection of its transmission facilities with the facilities of, and to 
deliver and sell natural gas to each petitioner for resale in maximum volumes 
of 600 M. c. f. a day. Exceptions to the examiner’s decision were filed by staff 
counsel on May 26, 1953. 

Upon consideration of the evidence, the briefs filed, the examiner’s initial 
decision, the exceptions thereto, and the entire record, the Commission finds: 

The presiding examiner’s findings and conclusions are supported by the record 
and should be adopted by the Commission. 

The Commission orders: 

The decision and order of the presiding examiner, issued herein on May 6, 
1953, be and it is hereby affirmed. 
















Chairman KvuYKENDALL and Commissioner WimBERLY not participating. 
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IN THE MATTERS OF 


PANHANDLE EASTERN PIPELINE COMPANY AND PANHANDLE EAST- 
ERN PIPE LINE COMPANY, SOUTHEASTERN MICHIGAN GAS COM- 
PANY, CITIZENS GAS FUEL COMPANY, CITIZENS GAS COMPANY, 
MICHIGAN GAS UTILITIES COMPANY 


Upon Application for a Certificate of Public Convenience and Necessity 


Docket No. G—1767 


(Consolidated with Docket Nos. G—2035, G-—2040, G-2047, G-2048, G-2049, 
G-2050, and G-2091) 


June 12, 1953* 


Syllabus 


Commission issues a certificate of public convenience and necessity under sec- 
tion 7 of the Natural Gas Act authorizing Panhandle to acquire and operate 
facilities for the transportation, measurement, and delivery of natural gas, 
but limits the proposed service to “an interruptible basis” only. P. 675. 


William C. Keefe, G. R. Redding, Robert M. Morgenthau, and William E. 
Miller for Panhandle Eastern Pipe Line Co. 

Richard J. Connor, Christopher T. Boland, and William L. Shea for Citizens 
Gas Fuel Co. 

Cecil A. Runyan for Southeastern Michigan Gas Co. 

W. C. Euans for Michigan Gas Utilities Co. 

Louis Flaz for staff of the Federal Power Commission. 


FARRINGTON, Presiding Examiner: Panhandle Eastern Pipe Line Co. (Pan- 
handle) filed 7 applications pursuant to section 7 of the Natural Gas Act (act) 
in all but one of which it seeks, in the alternative, (a) a disclaimer by the Com- 
mission of jurisdiction in the several matters pleaded therein or (b) issuance 
of a certificate of public convenience and necessity authorizing (i) a proposed 
natural gas service to industrial consumers either directly or through local com- 
pany pipeline facilities; (ii) the construction and operation, or the acquisition 
and operation, of the facilities described in the application for the purpose of 
rendering natural gas service on an interruptible, or firm and interruptible, or 
dump, basis to industrial consumers in Illinois, Indiana, and Michigan. 

By order issued November 21, 1952, these 7 docketed proceedings were con- 
solidated, for purposes of hearing, with an investigational proceeding (docket 
G—2091) instituted by the Commission’s said order of November 21, 1952, respect- 
ing the validity of certain practices by Panhandle. Such order also set the con- 
solidated proceedings for public hearing commencing December 16, 1952, at which 
time such hearing was begun before the undersigned examiner and concluded 
December 29, 1952, insofar as these 8 dockets are concerned. 

This intermediate decision relates only to the subject matter of the application 
in docket G—1767. An intermediate decision in 3 of the remaining dockets is 
being filed concurrently herewith. 

There is no opposition to the proposed acquisition and operation of a measuring 
station and service by transportation and sale of natural gas to a glass manu- 


*Initial decision and order became effective on October 23, 1953, as final decision and 
order of the Commission, infra. p. 676. 
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facturing plant at Lapel, Ind. The staff contends, however, that the certificate, 
if and when issued, should be conditioned with respect to interruption of deliver- 
ies, consideration of which will be made later herein. 

Panhandle’s contention that the Commission should disclaim jurisdiction is 
without merit since (a) the notice of finality of the intermediate decisions Jn 
the Matters of Panhandle Eastern Pipe Line Co., docket Nos. G-1612, G—1714, 
G-1715, G-1722, and G-—1723; and (b) the Commission’s order modifying the 
intermediate decision in docket G—1642; where the question was fully considered 
and determined under factual situations identical to that here involved and no 
appeal was taken. Accordingly, the subject will not be further discussed. 








STATEMENT OF FACTS BASED ON THE EVIDENCE 


Panhandle is a corporation organized and existing under the laws of the State 
of Delaware with its principal office in Kansas City, Mo., and owns and operates 
an integrated natural gas pipeline system situated in the States of Texas, Okla- 
homa, Kansas, Missouri, Illinois, Indiana, Ohio, and Michigan. 

-anhandle produces natural gas from extensive leasehold acreage located in 
Texas and Kansas, and purchases natural gas produced in Texas, Oklahoma and 
Kansas. Its pipeline system extends from Texas to its northern termini in 
Michigan. In connection with the operation thereof, the company owns facili- 
ties appurtenant thereto and is engaged in the transportation of natural gas in 
interstate commerce, and the sale of natural gas in interstate commerce for resale 
for ultimate public consumption for domestic, commercial, industrial and other 
uses; and also the sale and delivery of natural gas directly to industries and 
others for their own consumption. The company has been determined to be 
and now is a natural gas company as defined in the Act.’ 

This docket relates to a contract dated August 8, 1951, between Panhandle and 
Brockway Glass Co., Inc., to supply natural gas for the glass plant near Lapel, 
Ind., a town with a population of about 1,200. The contract proposes a direct 
sale of the buyer’s entire fuel requirements at the Lapel plant for a term of 5 
years from the date of the first delivery of gas. The total daily volume, how- 
ever, is limited to 1,500 M. c. f. the first 150 M. c. f. of which total is to be on a 
firm basis at 35 cents per M. c. f. (designated by Panhandle as “superior inter- 
ruptible”), and the remainder of such daily total is to be on an interruptible 
basis at 28 cents per M. c. f. 

Paragraphs 18 and 28 of the contract read as follows: 


18. Seller shall have the right to curtail or interrupt deliveries of gas to 
buyer hereunder, when, in seller’s judgment, such gas is needed to meet the 
requirements of other customers receiving service, either directly or in- 
directly, from the pipeline system of seller, under classifications contemplat- 
ing an uninterruptible supply of gas. The provisions of this paragraph shall 
not be applicable to the first 150 M. c. f. of gas sold each day hereunder. 
Italics supplied.) 

28. The volumes of gas being sold hereunder to buyer on a firm basis are 
contemplated to be an uninterruptible supply of gas; provided however, if 
there should occur at any point on the pipeline system of seller a shortage 
of gas, seller shall first, so far as practicable, curtail or interrupt deliveries 
of gas to customers purchasing gas from seller on an interruptible basis; 
thereafter, seller shall have the right to curtail and interrupt gas sold to 
buyer hereunder on a firm basis to the extent reasonably necessary in the 
judgment of seller. (Italics supplied.) 





14 F. P. C. 1081. 
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Brockway purchased the glass plant near Lapel from the Sterling Division of 
the Wartield Co. in the spring of 1950, when the plant was closed down. During 
the spring and summer of 1951, Brockway enlarged and modernized the plant. 
The plant has been and is now equipped to use natural gas which is the most 
adaptable fuel largely because of ease of regulation for temperature control, and 
also is the most economical fuel for the manufacture of glass products. While 
other fuels can be used, such as propane and butane and oil, they are more costly 
and less satisfactory. It was estimated that as much as 80 percent to 90 per- 
cent of all glass melted in the United States is achieved with the use of natural 
gas. Operation of the enlarged facilities of the plant requires a greater volume 
of natural gas than either Central Indiana Gas Co. (Central Indiana) or the town 
of Lapel, the only utilities rendering gas service in or near the plant’s location, is 
able to supply to Brockway. The initial use of natural gas was with a supply, 
on an emergency basis, from Central Indiana, a resale customer of Panhandle, 
which had rendered gas service to the Lapel plant for many years prior to its 
acquisition by Brockway. At the date of hearing herein, the Brockway plant 
was consuming approximately 1,300 M. c. f. of gas daily, and it was estimated 
that by the spring or summer of 1953 the consumption will reach 1,500 M. ce. f. 
daily. Since the commencement of service by Panhandle no interruption of 
service has occurred. 

The gas service contemplated by the Brockway-Panhandle contract was begun 
at or about the time this Commission issued a temporary certificate to Panhandle # 
authorizing this service of gas “on an interruptible basis only” (emphasis added) 
and the acquisition and operation of gas measuring equipment presently to be 
described. 

Paragraph 29 of such gas purchase contract reads: 


29. To enable it to receive deliveries of gas to be sold hereunder buyer 


agrees (a) that it will purchase the pipeline facilities and measuring equip- 
ment of Central Indiana Gas Co. located near buyer’s plant, (b) that it will 
enter into a contract or make other satisfactory arrangements for the 
transportation of the volumes of gas to be sold hereunder through the 
pipeline facilities of the city of Lapel, Ind., (c) that it will pay transpro- 
tation charges imposed by the city of Lapel, Ind., for the transportation of 
the gas to be sold hereunder, and (d) that it will resell to seller at cost the 


measuring equipment to be purchased from Central Indiana Gas Co. as 
aforesaid. 


The purchase by Brockway of the pipeline and facilities just mentioned has 
been consummated but the sale of the measuring equipment to Panhandle had 
not been closed at the date of the hearing, although the price to Panhandle has 
been fixed by the parties at $627. No other facilities are required to be con- 
structed or acquired by Panhandle to enable it to provide the proposed service to 
Brockway. 

Panhandle is te deliver the gas sold to Brockway into the municipally-owned 
pipeline facilities of the city of Lapel at the point of interconnection of such 
facilities with Panhandle’s Muncie lateral, which is about 4.7 miles from the 
city, and it is then transported by the municipality to the southeastern end of 
the city where it enters a lateral pipeline presently owned and operated by 
Brockway, having been acquired from Central Indiana, and is then transported 
to the glass plant, a distance of about three-quarters of a mile. 

The Lapel plant is operated continuously, except on holidays. If natural gas 
is curtailed or interrupted, the first problem is to keep the furnaces warm, and 


* August 20, 1951, exh. 17. 
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the contemplated firm service of 150 M. c. f. daily is for that purpose. With 
that volume the plant could also operate for production on a 50 percent basis. 
If gas is entirely curtailed, plant production would be closed down, and oil 
standby facilities would be used to keep the furnaces warm. The plant is the 
principal employer in the town, employing about 200 persons daily. 

The Indiana Public Service Commission, on application by Panhandle, has 
approved this service by a formal order entered September 27, 1951, wherein 
that regulatory agency also permitted Central Indiana, concurrently with au- 
thorization to Panhandle, to discontinue the gas service theretofore rendered 
by it to Sterling Glass Co.’s plant near Lapel, Ind. 

“Superior” interruptible service——Pursuant to the provisions of its gas tariff 
on file with this Commission, Panhandle sells gas to utility customers for resale 
to domestic, commercial and industrial consumers. It also sells gas directly 
to industries under separate contracts, as well as a very small volume to domestic 
consumers under right-of-way tap agreements. Roughly, about 95 percent of 
the volume of Panhandle’s annual sales is sold to utilities for resale and 5 percent 
to direct customers. Sales to direct industrial customers are under three classi- 
fications: dump, interruptible and firm. Dump service is the lowest classifica- 
tion and allows for the interruption or complete curtailment of gas at any time, 
on very short notice, and for any reason, at Panhandle’s discretion where, for 
example, the gas is used under boilers for the generation of electricity. Gas 
sold on an interruptible basis is subject to interruption on notice, and usually 
occurs in the winter season when the demands of resale customers and its firm 
direct customers require all gas that is available to Panhandle. The firm service 
to direct industrial customers is nevertheless subject to curtailment whenever 
the demands of resale customers necessitate it, as often happens when extremely 
low temperatures exist. 

Panhandle’s vice president in charge of sales testified that the basic reasons 
that led the company to establish a firm classification for its direct industrial 
customers were: (1) the loads of some of such customers had been firmed up 
during World War II by orders of the War Production Board, and since the 
close of hostilities the company has had urgent demands from direct customers 
for a firm service or what is designated as a superior interruptible service such 
as now given to Brockway; (2) it was discovered that the needs of direct 
customers for continuity of service varied greatly, and that some customers 
using gas as raw material, or in processing, were being harmed greatly by service 
interruption, while others, using gas as an alternate fuel for oil or coal, could 
get along with substantial interruptions, and it seemed unfair to Panhandle 
officials to keep all direct customers in the same category; and (3) Panhandle 
claims that as a matter of equity its own direct industrial consumers should 
be able to obtain substantially the same service as similar industries that 
purchase interruptible gas from Panhandle’s resale customers. 

It appears that as a result of Panhandle’s additional gas supply received in 
1951 through its subsidiary, Trunkline Gas Supply Co., a substantial proportion 
of the interruptible load of the resale customers was firmed up. One of such 
utilities was Central Indiana which had a number of glass manufacturing com- 
pany customers, and after it had firmed up a substantial volume of its industrial 
load, it filed a new rate schedule with the Indiana Public Service Commission 
which provided for the gas service to be firm in part and interruptible in part. 
Central Indiana’s contracts for such service are very similar to those Panhandle 
has made with Brockway and with the Anchor Hocking Glass Co., both of which 
customers are in the same general area and are in direct competition with glass 
companies served by Central Indiana. Indiana Gas & Water Co. (Indiana Gas), 








PANHANDLE EASTERN PIPELINE CO., ET AL. 673 


another resale customer of Panhandle, has likewise firmed up at least two of its 
larger direct industrial customers, the Aluminum Corp. and the Chrysler Corp., 
for an additional volume of about 6,000.M. c. f. per day. Both Indiana Gas and 
Central Indiana were enabled to firm up their direct industrials because Pan- 
handle had tendered to all its utility customers an opportunity to buy under 
Panhandle’s existing gas tariff whatever volume of gas each wanted. 

In this case the glass manufacturer is, as the uncontroverted evidence shows 
and as has been stated above, to be wholly dependent on the use of natural gas 
for its production line. That portion of the proposed gas service that is to be 
on a firm basis (subject, nevertheless, to interruption if the demands of resale 
customers require it) will be essential to prevent a complete cessation of 
production. 

Staff counsel contends (Br. 19) that because Panhandle’s filed tariff* does 
not provide for “interruption of deliveries on the basis of subclassifications of 
interruptible service’, any authorization now given for service to Brockway 
should provide that all service thereunder “should be on a single interruptible 
basis.” The tariff, however, only provides for service to resale customers ex- 
clusively, and that portion (schedules “I-1,” “I-2” and “I-38”, orig. sheets 27-32) 
which applies to interruptible service is likewise solely for resale customers, 
and relates to “gas available for sale in excess of that necessary to meet its 
(Panhandle’s) firm and annual contract volume requirements.” 

Insofar as the instant docket G—1767 is concerned, the Commission by its 
temporary certificate has limited the authorization of the proposed service to 
“on an interruptible basis only.” The examiner will accordingly so limit the 
order. Modifying the proposed service in this manner in this docket will leave 
open for determination in the investigation docket, G—2091, the question whether 
Panhandle’s sale as proposed here (as well as in other dockets embraced in 
this consolidated proceeding) creates a priority of service for a direct sale con- 
sumer that varies from the interruptible service covered by the “I” schedules 
of the filed tariff for resale customers, and thereby grants an undue preference 
or advantage to some customers and subjects other customers to undue preju- 
dice or disadvantage, or constitutes the maintenance of unreasonable differences 
in rates, charges, service, or facilities, either as between localities or as between 
classes of service. 

Gas supply.—Panhandle now has a supply of gas available for sale which is 
in excess of the demands on it from firm and annual contract volume customers 
as a result of the additional gas supplies currently received from Trunkline 
Gas Supply Co., and thus is able to render the proposed service to Brockway. 


FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and the briefs of argument 
of counsel, as well as upon the preceding portions of this intermediate decision, 
it is further found and concluded that: 

(1) Panhandle Eastern Pipe Line Co. (Panhandle), a Delaware corporation 
having its principal office in Kansas City, Mo., is a “natural-gas company” 
within the meaning of the act, as heretofore found by the Commission, 4 F. P. C. 
1081. 

(2) On August 14, 1951, Panhandle filed an application in the alternative 
seeking (a) a disclaimer by the Commission of its jurisdiction in the matter set 
forth therein, or (b) the issuance of a certificate of public convenience and 


2 Now suspended and the subject of current hearings in Dockets G—1116, et al. 
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necessity, pursuant to section 7 of the act, authorizing the acquisition and 
operation of the facilities and the rendition of natural gas service, as hereinafter 
described. 

(3) Panhandle entered into a written contract on August 8, 1951, with Brock- 
way Glass Co., Inc. (Brockway), which is engaged in the manufacture of glass 
ware and glass products in Lapel, Ind., wherein Panhandle agreed to supply 
all of Brockway’s natural gas requirements at its glass plant in or near Lapel, 
Ind., for a term of 5 years from the date of the first delivery of gas thereunder, 
the total daily volume, however, to be not in excess of 1,500 M. c. f. in any one 
day, the first 150 M. c. f. of which total is to be on a firm basis at 35 cents per 
M. c. f. and the remainder of which daily total is to be on an interruptible basis 
at 28 cents per M. c. f. The volume so sold on a firm basis is contemplated by 
the parties to be an uninterruptible supply of gas, but if at any point on Pan- 
handle’s pipeline system there should occur a shortage of gas, Panhandle shall 
first curtail or interrupt deliveries of gas to customers purchasing gas on an 
interruptible basis, and thereafter Panhandle has the right to curtail or interrupt 
the gas sold to Brockway on a firm basis to the extent reasonably necessary in 
its judgment. 

(4) The contract mentioned in the last preceding finding also provides that 
(a) to enable Brockway to receive deliveries of the gas sold thereunder it will 
purchase the existing pipeline facilities and measuring equipment of Central 
Indiana Gas Co. (Central Indiana) located near the glass plant; (b) Brockway 
will enter into a contract or make other satisfactory arrangements for the trans- 
portation of the gas sold thereunder through the pipeline facilities owned and 
operated by the city of Lapel, Ind., and pay all transportation charges imposed 
by that municipality ; and (c) will resell to Panhandle, at cost to it, the measur- 
ing equipment to be purchased from Central Indiana. 

(5) The cost to Panhandle of such measuring equipment has been fixed by 
the parties at $627. 

(6) The glass plant at Lapel was supplied with natural gas by Central Indiana, 
a resale customer of Panhandle, for several years prior to the contract arrange- 
ments between Panhandle and Brockway for a supply of gas from Panhandle. 

(7) No new facilities of any kind are required to be constructed by Panhandle 
in order to render the proposed gas service to Brockway. The gas will be de- 
livered by Panhandle at the outlet side of Panhandle’s existing metering and 
regulating station in the vicinity of Lapel, Ind., at which natural gas is presently 
sold and delivered to the city of Lapel for resale ,and will be transported by 
that municipality through its pipeline facilities to the pipeline lateral recently 
acquired by Brockway from Central Indiana. 

(8) Under date of August 20, 1951, this Commission issued temporary 
authorization to Panhandle to render the proposed gas service to Brockway, 
but on an interruptible basis only, and to acquire and operate the measuring 
equipment hereinabove mentioned. 

(9) The facilities to be acquired and operated as hereinbefore described are 
proposed to be used by Panhandle in the transportation of natural gas in inter- 
state commerce, subject to the jurisdiction of the Commission, and for the pur- 
pose of measuring and automatically recording the volume of all gas delivered, 
and the acquisition and operation thereof by Panhandle are subject to the 
requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(10) Panhandle is able and willing properly to do the acts and to perform 
the service hereinafter authorized and to conform to the provisions of the 
Natural Gas Act, as amended, and the requirements, rules and regulations of the 
Commission thereunder. 
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(11) The acquisition and operation of the facilities proposed herein for the 
transportation, measurement and delivery of natural gas on an interruptible 
basis by Panhandle to Brockway in the volumes and under the conditions herein- 
after set forth are required by present or future public convenience and neces- 
sity, and a certificate therefor should issue. 

(12) The public convenience and necessity require the attachment to the ex- 
ercise of the rights granted under the certificate issued the terms and conditions 
hereinafter ordered which are hereby determined to be reasonable and necessary. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commissian on its own motion, as provided in its rules of practice 
and procedure, that: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing the applicant, Panhandle Eastern Pipe Line Co. (Panhandle), 
to acquire and operate the facilities hereinbefore described for the transporta- 
tion, measurement and delivery of natural gas, subject to the jurisdiction of the 
Commission, upon the following terms: 

(B) The following condition be and the same hereby is attached to the issu- 
ance of the certificate issued in paragraph (A) hereof: 


The certificate shall be void and without force or effect unless accepted 
in writing by applicant within 30 days from the date that this order shall 
become final in accordance with the Commission’s rules of practice and 
procedure. 


(C) The facilities herein authorized to be acquired and operated shall be used 
for the transportation, measurement and delivery of not to exceed 1,500 M. ec. f. 
per day of natural gas on an interruptible basis only, and the gas so transported 
and delivered shall be limited to only such days as (i) no curtailment step is in 
effect on Panhandle’s pipeline system; (ii) when Panhandle has gas available 
in excess of its commitments to its other customers to whom gas is being sold 
on other than an interruptible basis; and (iii) when pressure conditions on Pan- 
handle’s pipeline system permit deliveries of such excess or interruptible gas to 
Brockway Glass Co., Inc. (Brockway). 

(D) The following conditions be and they are hereby attached to the exercise 
of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The acquisition of the facilities hereby authorized shall be consummated 
within 30 days after the date that this order shall become final and actual 
operation thereof shall be commenced by Panhandle not later than 60 days sub- 
sequent to the date such facilities were acquired. 

(2) Panhandle shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following: 

(i) Within 10 days after acquisition and the beginning of authorized opera- 
tions, notice of the dates of acquisition, the beginning of operations thereof, and 
the first delivery of gas; 

(ii) Within 6 months after consummation of the acquisition, a statement 
showing and explaining the cause for any differences between the actual cost 
of the facilities acquired and the estimates of cost relied upon by Panhandle in 
this proceeding ; 

(iii) An annual report showing the volumes of gas delivered monthly to Brock- 
way Glass Co., Inc., such report to be filed not later than February Ist, in each 
year, commencing in the year 1954. 
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(E) The operation of the facilities herein authorized is hereby limited to a 
period of 5 years from the date of the first delivery of natural gas to Brockway 
unless such period shall hereafter be extended by order of the Commission. 

(F) This certificate is not transferable and shall be effective only so long as 
Panhandle continues the operations hereby authorized and in accordance with 
the provisions of the Natural Gas Act and all pertinent rules, regulations, or 
orders heretofore or hereafter issued by the Commission. 


MARVIN FARRINGTON, 
Presiding Examiner. 


Order affirming initial decision of presiding eraminer 
October 23, 19538 


The presiding examiner’s decision in docket No. G—-1767 was filed on June 12, 
1958. This proceeding involves an application for a disclaimer of jurisdiction 
or in the alternative a certificate of public convenience and necessity authorizing 
the acquisition and operation of facilities to be used in the transportation of 
natural gas to the plant of the Brockway Glass Co., Inc., near Lapel, Ind. Ex- 
ceptions to the decision were filed by Panhandle Eastern Pipe Line Co. and staff 
counsel on June 30, 1953. 

The presiding examiner’s decision in docket No. G—2047 was filed on August 
13, 1953. This proceeding involves an application for a disclaimer of jurisdic- 
tion or in the alternative a certificate of public convenience and necessity author- 
izing the construction and operation of facilities to be used in the transportation 
of natural gas in relation to the sale to the plant of National Petro Chemicals 
Corp. near Tuscola, Ill. Exceptions to the decision were filed by staff counsel 
on September 22, 1953. 

Upon consideration of the evidence, the briefs filed, the examiner’s initial 
decision, the exceptions thereto, and the entire record, the Commission finds: 

The presiding examiner’s findings and conclusions in docket Nos. G—1767 and 
G-—2047 are supported by the record and should be adopted by the Commission. 

The Commission orders: 

The decisions and orders of the presiding examiner issued in docket No. G—1767 
on June 12, 1953, and in docket No. G-2047 on August 13, 1953, be and they are 
hereby affirmed. 


Commissioner Dory not participating. 
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IN THE MATTERS OF 


SOUTHERN UNION GAS COMPANY; EL PASO NATURAL GAS 
COMPANY; WEST TEXAS GAS COMPANY 


Upon Applications for Certificates of Public Convenience and Necessity and for 
Permission to Abandon Facilities and Service 


Docket Nos. G-1668, G-2132; G—1828, G-1998, G-2133; G—2026 
July 7, 1953* 


Syllabus 


1. Commission conditions certificate authorization to El Paso to require (a) that 
El Paso adopt the presently filed West Texas gas tariff and the service agree- 
ment filed thereunder, or (b) shall make such filings as may be necessary 
to include the increase over West Texas’ present rate to Southern Union 
in its pending proceeding for system-wide rate increases. P. 680. 

2. Commission (1) authorizes under section 7 (b) of the Natural Gas Act the 
abandonment by West Texas and Southern Union of certain facilities, (2) 
issues certificate of public convenience and necessity to El Paso under section 
7 of the Natural Gas Act authorizing El Paso to acquire facilities from West 
Texas and Southern Union and operate them for the transportation and sale 
of natural gas, and (3) issues certificate to Southern Union to construct 
and operate facilities for the transportation and sale of natural gas. P. 684. 


A. S. Grenier for Southern Union Gas Co. 

A. R. Grambling for El Paso Natural Gas Co. 

Charles E. McGee for West Texas Gas Co. 

Louis Flag for the staff of the Federal Power Commission. 


CosTELLo, Presiding Examiner: This proceeding involves three natural gas 
companies, Southern Union Gas Co., El Paso Natural Gas Co., and West Texas 
Gas Co., and concerns principally a proposal by these three companies for certain 
rearrangement of their present facilities and inter-company relationships. While 
compartmented on the basis of the assignment of docket numbers to the separate 
filings of the various parties, there is actually one principal proposal involved 
here. 

West Texas Gas Co.—Docket No. G—2026.—West Texas Gas Co. (West Texas) 
is the owner and operator of natural gas pipelines originating at Umbarger and 
Amherst in Randall and Lamb Counties, respectively, in the State of Texas, and 
extending in a westerly direction to a point of connection at the Texas-New Mexico 
state line with the Southern Union Gas Co. (Southern Union) at which point 
West Texas sells natural gas, heretofore purchased by it from El Paso Natural 
Gas Co. (El Paso) to Southern Union. 

West Texas seeks a certificate of public convenience and necessity permitting 
the abandonment by sale to El Paso of certain transmission facilities, to wit: 

(1) An 85-inch pipeline approximately 348,066 feet in length, extending from 
a point on El Paso’s 24-inch Dumas-Jal pipeline near Umbarger, Tex., to and 
including the metering and regulating station of West Texas, located near Farwell, 
Tex., at a point 445 feet east of the Texas-New Mexico boundary line. 


*Initial decision and order became effective on July 31, 1953, as final decision and order 
of the Commission, infra, p. 685. 
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(2) Approximately 22,055 feet of 85¢-inch, 213,018 feet of 65¢-inch and 1,053 
feet of 414-inch pipeline extending from a point on El Paso’s Dumas-Jal pipe- 
line near Amherst, Tex., to a point of intersection with the pipeline described in 
(1) above, near the Texas-New Mexico state line in Parmer County, Tex. 

(3) One 600-horsepower compressor station located on the 8%-inch pipeline 
described in (1) above, near Hereford, Tex. 

(4) Appurtenances to the above-described facilities. 

The purchase price for these facilities is their original cost less accrued 
depreciation as of the date of sale. This is estimated to be $287,389.66 as of 
May 31, 1953. 

El Paso Natural Gas Co. Docket No. G—1998.—Under this docket is the appli- 
cation by El Paso, as supplemented, to acquire and operate the natural gas 
facilities described above under Docket No. G—2026. 


Docket No. G-1828 


Herein is a filing by El Paso of a proposal to reduce deliveries to West Texas 
from a maximum of 34,122 M. c. f. to a maximum of 20,000 M. c. f. per day. 
As shown by the procedural record, this filing antedates the filing of applications 
in G-1998 and G—2026 and it appears that this application would become moot 
if the authorizations in G-1998 and G—2026 were granted. 


Docket No. G-2133 


This is an application by El Paso to acquire and operate approximately 445 
feet of looped 8-inch and 10-inch natural gas pipeline and appurtenances thereto 
lying between West Texas’ present point of delivery of gas to Southern Union, 
just east of the Texas-New Mexico state line, and a point 25 feet west of such 
State line. In addition, El Paso proposes to construct and operate a new meter- 
ing station to be located at a point 25 feet west of the State line. 

Southern Union Gas Co. Docket No. G-1668.—This is an application by Southern 
Union which was supplemented, for a certificate of public convenience and 
necessity authorizing the construction and operation of a 300-horsepower com- 
pressor station at a point immediately east of Clovis, N. Mex., on Southern 
Union’s existing natural gas transmission line extending from Clovis to 
Tucumcari, N. Mex., and approximately 10 miles of 85-inch natural gas pipe- 
line looping a portion of Southern Union’s 54-inch pipeline extending from 
Clovis to Portales, N. Mex. 

The stated purpose of these facilities is to increase Southern Union’s capacity 
to deliver natural gas to its customers in its Clovis District, particularly during 
peak periods. 

Temporary authorization for the installation described above was issued on 
November 9, 1951, and the facilities have been constructed at a cost of $64,285.06 
for the compressor station and $133,543.76 for the loop line, a total of $197,828.82. 


Docket No. G-2132 
Under this docket is the application by Southern Union to abandon the facili- 
ties discussed above under docket No. G-2133 which El Paso seeks to acquire. 


DISCUSSION 


Docket Nos. G—1998 and G-2026.—As may be seen from the foregoing outline, 
there are involved here a number of proposed transactions. The keystone of 
the arrangements is, however, the sale and transfer of the West Texas facilities 
to El Paso (G—1998 and G—2026). 
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It is West Texas’ and El Paso’s view that the transfer of these facilities will 
be mutually advantageous. To West Texas, the benefits will consist of divest- 
ing itself of its only interstate sale of natural gas. This sale, to Southern 
Union, is a sale of gas purchased from El Paso, and in a sense West Texas 
is in the position of a middleman. Under the proposed arrangement, El Paso 
would serve Southern Union directly. 

One of the key points of the proposed transaction has not been mentioned. 
The present sale of gas by El Paso to West Texas is under four contracts. The 
major portion of the gas is purchased under two contracts which will expire 
on June 30, 1956. 

As a result of West Texas’ efforts to augment its gas supply’ it was able 
to negotiate an arrangement with Sinclair Oil & Gas Co. under which Sinclair 
agreed to dedicate to West Texas reserves of surplus residue gas when produced 
from 72,640 acres of oil reserves in the West Texas Permian Basin. West 
Texas now has the right to purchase up to 50,000 M. c. f. of residue gas daily 
as well as the right to purchase any amounts in excess of 50,000 M. c. f. which 
might be available in the future. However, in order to receive this residue 
gas from Sinclair, West Texas would have to install facilities to transport the 
gas to its system, which would cost as much as $2,500,000. 

Under this El Paso-West Texas arrangement before the Commission, El Paso 
and West Texas would enter into a contract for a period of 20 years to supplant 
the existing 4 contracts now in effect, among which are the 2 short-term contracts 
which will expire in 1956. 

Thus West Texas would acquire an assured supply of gas for a 20-year period 
with no need to extend or enlarge its facilities to obtain the Sinclair residue gas. 
El Paso would obtain the substantial supply from Sinclair in this way without 
udded cost of facilities since it already has a gathering system in the vicinity of 
the Sinclair residue gas. 

The direct sale by El Paso to Southern Union would be on the basis of a 15- 
year contract, as contrasted with the short-term West Texas-Southern Union con- 
tract now in effect.2 It would involve an increase in cost of gas to Southern 
Union from 13.5 cents per M. c. f. to 15.5 cents per M. c. f. Here is the crux of 
the difficulty in this entire transaction. El Paso claims that its service to 
Southern Union is a “new service” and the 15.5 cents rate would be an “initial 
rate.” This 15.5 cents is, El Paso points out, several cents lower than the rate 
which the Commission has previously authorized in New Mexico. 

There are other points pressed by El Paso which, while considered, will not be 
detailed herein. One of these points is that under the Sinclair agreement El Paso 
will be paying 10 cents per M. c. f. for the first 5 years and that this price, by 
the contract, will increase periodically. This cost is higher than that cost 
upon which West Texas’ rate to Southern Union is based (744 cents per M. c. f.). 

Southern Union is not only willing to substitute El Paso for West Texas at 
the increased rate but is anxious to see this arrangement approved. It ap- 


1A witness for West Texas stated that if no change is made in the existing situation 
West Texas anticipates a deficiency of gas supply for its firm customers which increases 
from 3,547,000 cubic feet on the peak day of the 1953-54 heating season to an indicated 
deficiency of 40,632,000 cubic feet on the peak day of the 1957-58 heating season. 

*Southern Union’s proposed service agreement with El Paso, as submitted for this 
record, provides for a 17,500 M. c. f. maximum daily contract volume on a 14.9 pounds 
per square inch absolute pressure base (17,702 M. c. f. on a 14.73 pounds per square inch 
absolute pressure base). The existing Southern Union-West Texas service agreement calls 
for a contract obligation of 17,000 M. c. f. per day on a 14.73 pounds per square inch ab- 
solute pressure base. The peak day experience in the 1950-51 winter was 15,300 M. c. f. 
per day. 
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pears convinced that the rate paid by it to West Texas is due to rise, in any 
event, if this transaction is not approved and that such increase will be equal 
to or greater than the rate proposed by El Paso in the new contract. In addi- 
tion, Southern Union has been restive with regard to the adequacy of the West 
Texas gas supply situation. These fears will be set at rest by the substitution 
of El Paso as the supplier.’ 

Consummation of the El Paso-West Texas transaction is, in Southern Union’s 
view, a condition precedent to the subsidiary transaction involved in G—2132 
and G—2133 previously described. 

The difficulty to be experienced in requiring El Paso to continue the West 
Texas rate is apparent. West Texas’ rate is based, presumably, on its own 
cost of service, and if El Paso assumes this rate, such rate would have no rela- 
tionship whatever to El Paso’s cost of service. On the other hand, this record 
does not appear to be adequate to support El Paso’s 15.5-cent rate for this 
service to Southern Union. This is not a rate proceeding. It is understood 
that the Commission has suspended El Paso’s rate increase to 15.5 cents on 
other parts of its system in docket No. G-2018. The outcome of that proceeding 
may not, of course, be forecast here. 

In view of the pendency of the El Paso rate case in docket G—2018 it would 
not appear appropriate to approve the increased rate proposed therein as an 
initial rate for this segment of the El Paso system just as though this is to be 
a newly-constructed line, without appropriate conditions to protect the public 
interest. It is realized, of course, that if El Paso were required to continue the 
West Texas rate as a condition to its acquiring the West Texas facilities, it will 
have to initiate action to obtain a rate increase covering this service. El Paso 
points out that the expense of an additional rate hearing for a small segment of 
its property would not be justified. 

It is, of course, in the interest of the public to authorize a project on a basis 
which will yield a fair rate of return. There can be no argument about this. 
On the other hand, the question of what is a fair return on this service is not 
established by this record. True, the record discloses El Paso’s data supporting 
its systemwide rate increase as set forth in its presentation in G—1631. But the 
Commission’s order in G—1631 clearly indicates the acceptance of the cost of 
service data in that proceeding only for the purposes of that proceeding. 

It is the examiner’s conclusion after consideration of the evidence of record 
and the arguments of counsel, that the certificate to be issued in G-1998 must 
be contingent upon either the continuation by El Paso of the rate now in effect 
for the sale of gas by West Texas to Southern Union for the same period covered 
by the presently effective West Texas-Southern Union contract or that El 
Paso shall not undertake the sale of gas to Southern Union on the higher rate it 
has proposed as an “initial rate” until it shall have taken appropriate steps 
(including the filing of a proper service agreement) to include this segment 
of its system in the pending rate proceeding covering the remainder of its system, 
docket No. G-2018, and such steps as may be deemed necessary by the Com- 
mission to include this sale to Southern Union within the scope of the present 


* The staff's brief contains this comment: 

It is further recognized that in view of the possibility that the 15.5-cent rate might 
eventually obtain, the economic feasibility of the transfer should be examined in the 
light of this rate. Since, as has been indicated by Southern Union’s witness, state- 
wide rates are in effect in New Mexico and the increase represented by the 15.5-cent 
rate would amount to approximately $45,000 to be spread over an annual state-wide 
sale of approximately 35 billion feet, it is apparent that the increase should have no 


appreciable effect on Southern Union’s rates or on the economic feasibility of the 
project. 
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bond. By this it is meant to gear the rate to be charged Southern Union for 
this service to the system-wide rate as it shall subsequently be determined by the 
Commission. In the meantime, it would be just and equitable to allow the 
proposed rate to be made effective on the same terms and conditions as are 
involved in the effectiveness of the increased rate involved in docket No. G—-2018, 
including the collection of the increased rate (that amount in excess of the rate in 
West Texas’ presently effective tariff) under bond. There would appear to be 
no reason why the increased rate could not be made immediately effective, and 
without the customary period of suspension provided for in section 4 (e) and 
without the notice period provided for in section 4 (d). However, the determina- 
tion to waive these requirements in order that the rate for the new segment of 
the system may be encompassed by the filing in docket No. G-2018 must be made 
by the Commission upon proper request by El Paso. 

Docket Nos. G-2132 and G—2133.—There remains for disposal the two matters 
respecting the transfer of Southern Union’s facilities on the Texas-New Mexico 
state line to El Paso. This proposal assumes the granting of the authorizations 
sought at docket Nos. G-1998 and G-—2026. 

This transfer would facilitate the separation of deliveries which Southern 
Union makes to the adjoining communities of Texico, N. Mex., and Farwell, Tex. 
This would permit more simplified accounting by Southern Union and would 
eliminate the requirement of allocation between Texas and New Mexico properties 
in the state rate proceedings. 

A new metering station at a cost of about $3,500 will be necessary in order 
to make the delivery of gas at the new point in New Mexico. 

Briefly, the arrangements contemplate delivery in New Mexico of all gas 
used to serve New Mexico customers and delivery in Texas of the small amount of 
gas used to serve Texas customers. 

The benefits accruing to Southern Union appear to justify approval of the 
proposal. 

Docket No. G-1668.—Southern Union has constructed a 300-horsepower com- 
pressor station just east of Clovis, N. Mex., at the southern terminus of its 
656-inch Clovis-Tucumceari transmission line, and also 10 miles of 85-inch trans- 
mission line looping the southern portion of Southern Union’s 54-inch Clovis- 
Portales transmission line. 

The facilities were found to be necessary by reason of Southern Union’s ex- 
perience in serving its customers during the winter of 1950-51 when some 
interruptions of service to customers were found necessary. Except for tests 
the compressor station has not been utilized as yet but it would appear that 
Southern Union will need these facilities to meet peak demands which it is 
forced to anticipate on the basis of demands actually experienced 2 years ago 
as well as subsequent increase in the numbers of its customers. 

The facilities involved in docket G-1668 have some relationship to the El 
Paso-West Texas proposal (G—1998 and G—2026) inasmuch as under that proposal 
Southern Union would receive gas directly from El Paso on a longer contract 
basis and in somewhat greater amounts than it has had with West Texas and 
thus there is additional assurance that these additional facilities will be used 
and useful for a reasonable time in the future. 

While no detailed survey was presented with respect to Bl Paso’s gas supply for 
Southern Union, the Clovis District peak day demand will amount to only 
1.3 percent of the entire El Paso system. Southern Union’s requirements appear 
to be negligible as compared to El Paso’s overall supplies and demands. 

The certification of these facilities would appear to be required by the public 
convenience and necessity. 
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FINDINGS AND CONCLUSIONS * 


Upon consideration of the entire record herein, including all of the evidence 
adduced and the briefs filed, the presiding examiner finds and concludes that: 






















G-1668, G-2132 


(1) Southern Union Gas Co., a Delaware corporation having its principal 
office in Dallas, Tex., is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission (6 F. P. C. 1026). 


G-1668 


(2) The facilities, hereinbefore described, and as set forth in the application, 
as supplemented, of Southern Union Gas Co., filed on April 17, 1951, are proposed 
for use in the transportation of natural gas in interstate commerce subject 
to the jurisdiction of the Commission as an integral part of the applicant’s au- 
thorized pipeline system, and the construction and operation thereof by Southern 
Union are subject to the requirements of subsections (c) and (e) of section 
7 of the Natural Gas Act. 


G-1668 


(3) Southern Union is able and willing properly to do the acts and to per- 
form the service proposed by it, and to conform to the provisions of the Natural 
Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 


G-1668 


(4) The proposed construction and operation of the facilities for which au- 
thorization is sought by Southern Union Gas Co. in its April 17, 1951, application, 
as supplemented, are required by the public convenience and necessity and a 
certificate should be issued therefor. 


G-1828, G-1998, G-2133 


(5) El Paso Natural Gas Co. is a Delaware corporation having its principal 
office in El Paso, Tex., and is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission (4 F. P. C. 486). 


G-2026 


(6) West Texas Gas Co., a Delaware corporation having its principal office 
in Lubbock, Tex., is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission (3 F. P. C. 953). 


G-1998, G-2026 


(7) The facilities, hereinbefore described, and the subject of the filings by 
West Texas Gas Co. and El Paso Natural Gas Co. on August 7, 1952, and July 
11, 1952, respectively, are used and are proposed to be continued in use for the 
transportation of natural gas in interstate commerce subject to the jurisdiction 
of the Commission. The abandonment thereof by sale and the abandonment of 
service therefrom by West Texas Gas Co. are subject to the requirements of 
subsection (b) of section 7 of the Natural Gas Act. The acquisition of these 
facilities and operation thereof by El Paso Natural Gas Co. and the other oper- 
ations of El Paso Natural Gas Co., as contemplated by its application of July 
11, 1952, are subject to the requirements of subsections (c) and (e) of section 
7 of the Natural Gas Act. 





















*Findings and conclusions submitted by the various parties inconsistent herewith are 
hereby rejected. 
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G-1998 


(8) El Paso Natural Gas Co. is able and willing properly to do the acts and 
to perform the service proposed in docket No. G-1998 and to conform to the 
provisions of the Natural Gas Act, and the requirements, rules, and regulations 
of the Commission thereunder. 


G-2026 


(9) Public convenience and necessity permit the abandonment by sale of the 
facilities described in the August 7, 1952, application of West Texas Gas Co. 
and which are subject to the Commission’s jurisdiction, and an order permitting 
and approving the abandonment of such jurisdictional facilities and service by 
West Texas Gas Co. should be issued, subject to a condition annexed as set 
forth in finding (11) hereof. 


G-1998 


(10) The acquisition and operation of the West Texas Gas Co. facilities, as 
described in the July 11, 1952, application by El Paso Natural Gas Co. and as 
described heretofore, are required by the public convenience and necessity and 
a certificate therefor should be issued, with a condition annexed as set forth in 
finding (11) hereof. 


G-1998, G-2026 


(11) The public convenience and necessity, as well as the public interest, re- 
quire that the issuance of the permission to abandon facilities and service as 
proposed by West Texas Gas Co., and the issuance of a certificate of public con- 
venience and necessity approving the acquisition of those facilities by El Paso 
Natural Gas Co., shall be upon the condition that El Paso Natural Gas Co. shall 
either adopt West Texas Gas Co.’s presently filed F. P. C. gas tariff, original 
volume No. 1, and the service agreement filed thereunder, or shall collect the 
increased amount in the same manner and subject to the same requirement as 
obtain in the case of its system rate increase involved in docket No. G—2018, 
now pending. 


G-2132, G-2133 


(12) The facilities, hereinbefore described, and the subject of the filings by 
Southern Union Gas Co. and El Paso Natural Gas Co. on March 4, 1953, are used 
or are proposed to be used in the transportation of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission. The abandonment of 
those facilities to be transferred by sale thereof by Southern Union Gas Co. to 
El Paso Natural Gas Co. is subject to the requirements of subsection (b) of sec- 
tion 7 of the Natural Gas Act. The acquisition and operation of those facilities 
by El Paso Natural Gas Co. and the construction and operation of certain inci- 
dental facilities, are subject to the requirements of subsections (c) and (e) of 
section 7 of the Natural Gas Act. 


G-2138 


(13) El Paso Natural Gas Co. is able and willing properly to do the acts and 
perform the service proposed in its application filed March 4, 1953, and to con- 
form to the provisions of the Natural Gas Act and the requirements, rules and 
regulations of the Commission thereunder. 


G-2132 


(14) Public convenience and necessity permit the abandonment by sale of 
the facilities described in the application of Southern Union Gas Co. filed March 
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4, 1953, and which are subject to the Commission’s jurisdiction. An order per- 
mitting and approving the abandonment of such facilities by Southern Union 
Gas Co. should be issued. 


G-2133 


(15) The acquisition and operation of the facilities described in finding (14) 
by Hl Paso Natural Gas Co., and the construction and operation of facilities 
incidental thereto, subject to the jurisdiction of the Commission are required by 
the } ublic convenience and necessity and a certificate therefor should be issued. 


G-1828 


(16) The application of El Paso Natural Gas Co. filed September 24, 1952, 
would be moot in the event the various certificates and authorizations described 


in findings (9), (10), (14) and (15) are issued, and, in such event, should be 
dismissed. 





OBDER 


Wherefore, it is ordered, subject to review by the Commission on appeal or on 
its own motion as provided by its rules of practice and procedure, that: 

(A) The application of West Texas Gas Co. in docket No. G—2026 for an 
order of the Commission authorizing the applicant to abandon and dispose of 
to El Paso Natural Gas Co., certain facilities, in such application more particularly 

bo described, is granted subject to the condition set forth in paragraph (C) hereof. 
» (B) A certificate of public convenience and necessity be and the same is 
hereby issued, subject to the terms and conditions hereinafter set forth, author- 
izing El Paso Natural Gas Co. to acquire facilities from West Texas Gas Co. 
and to operate the said facilities for the transportation and sale of natural gas 
authorization for the acquisition and operation of which is sought in the 
’ application filed in docket No. G—1998, being the same facilities authorization 
for the abandonment and disposition of which by West Texas Gas Co. is 

‘ ordered in paragraph (A) of this order. 

(C) The following condition be and the same is hereby attached to the exercise 
of rights granted in paragraphs (A) and (B) hereof: 

The certificate and the authorization to abandon facilities and service herein 
granted shall be void and without force and effect unless El Paso Natural Gas 
Co. shall (1) adopt the West Texas Gas Co.’s presently filed F. P. C. gas tariff, 
. original volume No. 1, and the service agreement for service to Southern Union 

Gas Co., filed thereunder, or (2) shall make such filings as may be necessary to 
include the increase over West Texas’ present rate to Southern Union in its 
pending proceeding for systemwide rate increase as contemplated in docket No. 
G-2018, including the filing of an increased bond or an additional bond covering 
such sale, if such shall be required by the Commission. 

(D) The application of Southern Union Gas Co. in docket No. G—2132 for 
an order of the Commission authorizing the applicant to abandon and dispose of 
to El Paso Natural Gas Co. certain facilities, in such application more particularly 
described, is granted. 

(E) A certificate of public convenience and necessity be and the same is 
hereby issued, subject to the terms and conditions hereinafter set forth, author- 
izing El Paso Natural Gas Co. to acquire from Southern Union Gas Co. and 
operate the facilities for the transportation and sale of natural gas, authorization 
for which is sought in the application filed in docket No. G-—2133, being the 
same facilities authorization for the abandonment and disposition of which by 

Southern Union Gas Co. is ordered in paragraph (D) of this order. 
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(F) A certificate of public convenience and necessity be and the same is 
hereby issued subject to the terms and conditions hereinafter set forth, author- 
izing Southern Union Gas Co. to construct and operate the facilities hereinbefore 
described, all as more fully described in the application in docket No. G—1668 
for the transportation and sale of natural gas as therein set forth, subject to 
the jurisdiction of the Commission, upon the terms and conditions of this order. 

(G) The certificates of public convenience and necessity issued in paragraphs 
(B), (BE), and (F) above are not transferable and shall be effective only so long 
as the respective applicant continues the operations hereby authorized in ac 
cordance with the Natural Gas Act and any pertinent rules, regulations, or orders 
heretofore or hereafter issued by the Commission. 

(H) Each applicant to which authorization and approval of abandonment 
of facilities has been granted herein, shall report to the Commission in writing 
and under oath, the date on which said facilities were abandoned as herein 
authorized. 

(I) The application of El Paso Natural Gas Co. to partially abandon service 
(docket No. G—1828) is hereby dismissed. 


WILLIAM JAMES COSTELLO, 
Presiding Examiner. 


Order affirming initial decision of presiding examiner 


July $31, 1953° 


On July 7, 1953, the presiding examiner’s decision in the above entitled 
consolidated proceeding was issued. This proceeding involves principally author- 
izations sought for the purchase, sale, construction and operation of certain 
facilities to enable El Paso Natural Gas Co. to sell natural gas to Southern 
Union Gas Co. for its Clovis, N. Mex., District, rather than to West Texas Gas Co. 
for resale to Southern Union Gas Co. Exceptions to the examiner’s decision 
were filed by El Paso Natural Gas Co. on July 17, 1953. 

Upon consideration of the evidence, the briefs filed, the examiner’s initial 
decision, the exceptions hereto, and the entire record, the Commission finds: 

The presiding examiner’s findings and conclusions are supported by the record 
and should be adopted by the Commission. 

The Commission orders: 

The decision and order of the presiding examiner, issued herein on July 7, 
1953, be and it is hereby affirmed. 


5 Commission denied petition of El Paso Natural Gas Co. for modification of this order 
on September 21, 1953. 





















FEDERAL POWER COMMISSION 
IN THE MATTERS OF 


PANHANDLE EASTERN PIPE LINE COMPANY AND PANHANDLE EAST- 
ERN PIPE LINE COMPANY, SOUTHEASTERN MICHIGAN GAS COM- 
PANY, CITIZENS GAS FUEL COMPANY, CITIZENS GAS COMPANY, 
MICHIGAN GAS UTILITIES COMPANY 


Upon an Application for Disclaimer of Jurisdiction or, in the Alternative, for 
a Certificate of Public Convenience and Necessity 


Docket No. G—2047 


(Consolidated with Docket Nos. G-1767, G-2035, G-2040, G-2048, G-—2049, 
G-2050, and G-—2091) 


August 13, 1953* 
Syllabus 


. The proposed sale of ethane and the hydrocarbon gases heavier than ethane, 
while in the gas stream, is not a sale of natural gas as defined in the Natural 
Gas Act. P. 696. 

2. The installation and operation of the fuel measuring station with appurtenant 

connections, used for the measurement of gas to be sold for use as fuel 

; in the extraction and chemical plants, are facilities for the transportation 
of natural gas ininterstate commerce. P. 697. 

8. The proposed extraction plant and the facilities incidental to it are not facili- 
ties for the transportation of natural gas in interstate commerce. P. 697. 

4. The provision in the supplemental contract between Panhandle and Petro- 
Chemicals, with respect to an uninterruptible supply of natural gas for 
use as fuel, creates a new interruptible service, which discriminates against 

2 Panhandle’s other direct sale industrial customers. P. 699. 

. Commission issues a certificate of public convenience and necessity under 
section 7 of the Natural Gas Act to Panhandle authorizing the construction 

and operation of facilities for the transportion of natural gas in interstate 

commerce. P. 704. 


G. R. Redding and William E. Miller for Panhandle Eastern Pipe Line Co. 
Richard J. Connor, Christopher T. Boland and William L. Shea for Citizens 
Gas Fuel Co. 

Cecil A. Runyan for Southeastern Michigan Gas Co. 

Louis Flag for the staff of the Federal Power Commission. 
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FARRINGTON, Presiding Examiner: Panhandle Eastern Pipe Line Co. (Pan- 
handle) filed seven applications pursuant to section 7 of the Natural Gas Act 
(act) in all but one of which it seeks, in the alternative, (a) a disclaimer by the 
Commission of its jurisdiction in the several matters pleaded therein or (b) is- 
suance of a certificate of public convenience and necessity authorizing (i) a pro- 
posed natural-gas service to industrial consumers, either directly or indirectly 
through local company pipeline facilities; (ii) the construction and operation, 
or the acquisition and operation, of the facilities described in the application for 
the purpose of rendering natural-gas service on either an interruptible, or firm 
and interruptible, or dump, basis, to industrial consumers in Illinois, Indiana, 
and Michigan. 


*Initial decision and order became effective on October 23, 1953, as final decision and 
order of the Commission, infra, p. 706. 
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By order issued November 21, 1952, these seven docketed proceedings were 
consolidated, for purposes of hearing, with an investigational proceeding 
(docket No. G-2091) instituted by the Commission’s said order of November 21, 
1952, respecting the validity of certain practices by Panhandle. Such order also 
set the consolidated proceedings for public hearing commencing December 16, 
1952, at which time such hearing was begun before the undersigned examiner, 
and it was concluded on December 29, 1952, insofar as these eight dockets are 
concerned. 

An intermediate decision has been filed in each of the remaining dockets, 
except G-2047 and G-—2091. This intermediate decision relates only to the 
subject matter of the application in docket G—2047. 


STATEMENT OF FACTS 


History of project—This docket involves the construction and operation of 
new plants for the extraction of ethane and heavier hydrocarbons from natural 
gas, followed by fractionation of the hydrocarbons, and the manufacture of 
various important chemicals, including ethyl alcohol and ethyl chloride, and 
also the manufacture and sale of other products from the heavier hydrocarbons. 
The extraction plant is proposed to be located adjacent to Panhandle’s Tuscola 
compressor station near Tuscola, Ill, and will be owned by National Petro- 
Chemicals Corp. (Petro-Chemicals), a Delaware corporation that was organized 
in 1951 by Panhandle and National Distillers Products Corp. (National 
Distillers). 

In early 1951 National Distillers and Panhandle became interested in enter- 
ing the comparatively new petro chemicals field through the creation of a 
subsidiary corporation. After full consideration of a number of other loca- 
tions on the East Coast and in the Gulf Coast area, the supply of hydrocarbons, 
production markets, freight rates and other pertinent factors, Tuscola, Ill. was 
selected as the most favorable location. The two promoters thereupon organized 
National Petro-Chemicals Corp. under the laws of Delaware. Panhandle agreed 
to purchase 40 percent of the capital stock of the new corporation for the sum 
of $5,775,000 (at $7 per share) and National Distiliers agreed to buy the 
remaining 60 percent of the stock at $9 per share. Panhandle also agreed to 
invest an additional $1,707,328 by the purchase of additional shares of stock, or 
by loans, and to invest the further sum of $1,200,000 in the new company if 
such additional funds were needed, either to complete the proposed plant at 
Tuscola, or to maintain its working capital. Panhandle’s total financial 
commitment of approximately $8,700,000 in the project is from its cash on 
hand and does not involve borrowing on its credit. The total commitment 
by National Distillers is about $15 million, and the estimated total cost of 
the plant is between $42 million and $44 million. The balance of the required 
funds has been raised by bank loans on the credit of Petro-Chemicals of which 
loans about $12,600,000 had been taken down at the time of the hearing herein. 

Status determination.—In late June, 1951, before embarking on the expendi- 
ture of funds for the construction of the plant at Tuscola, the officers of National 
Distillers, Petro-Chemicals, and Panhandle presented to the Federal Power 
Commission (a) an undated and unsigned typewritten statement entitled “Mem- 
crandum relating to proposed extraction plant and chemical plant at Tuscola, 
Ii,” ? and (b) a rough unscaled sketch’ showing a general delineation of the 


2 Reproduced in Appendix. 
2? Reproduced in Appendix. 
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pipelines on the intake side of Panhandle’s Tuscola compressor station, the ex- 
traction plant, and also the pipes on the discharge side of that station; and 
estimates of the volumes and the B. t. u. content of the natural gas, before 
and after extraction of ethane and the heavier hydrocarbons, and the subse- 
quent blending of the gas at the outlet of that station into Panhandle’s main 
pipelines eastward. 

The officers of the three corporations held conferences with members of the 
Commission, which were attended by technicians of the staff, at which such 
officers disclosed the general nature of the proposed project, its relation and 
relative importance to the National Defense, the respective interests of the three 
corporations, and the proposed operation of the plants. Under date of July 
5, 1951, counsel for National Distillers requested the Commission to enter a 
status determination respecting the following propositions : 


1. That neither National Distillers Products Corp. nor its subsidiary, 
National Petro-Chemicals Corp., is a “natural-gas company” within the 
meaning of the Natural Gas Act; and that neither of these companies is 
subjected to the jurisdiction of the Federal Power Commission by reason 
of National Petro-Chemicals Corp. ownership of the proposed extraction 
plant; 
2. That neither the price at which National Petro-Chemicals Corp. pur- 
chases natural gas as fuel (none of which will be resold), nor the price 
. at which National Petro-Chemicals Corp. purchases the extracted hydro- 
carbons or natural gas components (measured as set forth in said factual 
memorandum), is subject to regulation by the Commission. 


Under date of July 13, 1951, the Commission, through Chairman Walligren, 
addressed a letter to counsel for National Distillers, from which the following 
is an excerpt: 

The following answers to the queries contained in your letter, dated July 

: 5, 1951, are predicated exclusively on the circumstances set forth in that 
letter and in the aforementioned memorandum. Obviously, therefore, any 
alteration of those circumstances as there set forth might necessitate an 
alteration in the following answers: 

. 1. Neither National Distillers Products Corp. nor National Petro-Chemi- 
cals Corp. would be subject to the jurisdiction of tte Federal Power Com- 
mission as a “natural-gas company” within the meaning of that term as 
defined in section 2 (6) of the Natural Gas Act, since neither would be 
engaged in the transportation of natural gas in interstate commerce, or 
the sale in interstate commerce of such gas for resale. 

2. The price at which National Petro-Chemicals Corp. would purchase 
natural gas as fuel, none of which would be resold, would not be subject to 
regulation by the Federal Power Commission, since the Commission’s juris- 
diction does not encompass control over the rate at which natural gas is 
sold for consumption by the purchaser. The price at which National Petro- 
Chemicals Corp. would purchase extracted hydrocarbons or natural-gas 
components, measured as set forth in the aforementioned memorandum, 
would not be fixed or prescribed by Commission regulation, since the com- 
modity sold would not constitute “natural gas” within the meaning of 
the definition of that term in section 2 (5) of the act. 


Mutual contractual obligations of Panhandle and Petro-Chemicals.—Under 
date of August 1, 1951, Panhandle and Petro-Chemicals entered into a contract 
for a term of 20 years from and after the date of initial delivery of hydrocarbon 
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gases (hereinafter described), and from year to year thereafter until terminated 
by either party.’ 

(a) Plants and sites. Petro-Chemicals agrees to construct, at its own cost, 
an extraction plant, a fractionation plant and a chemical plant, and to have 
the extraction and fractionation plants ready for operation by October 1, 1952, 
and the chemical plant by April 1, 1953. The plants are to be located on sites 
owned by Petro-Chemicals near Panhandle’s Tuscola compressor station, but the 
chemical plant shall be located not less than one-half mile from the Tuscola sta- 
tion. The extraction plant is to be so constructed as to be capable of extracting 
the volume of ethane from Panhandle’s natural gas which Petro-Chemicals re- 
quires for the chemical plant in which Petro-Chemical will produce, among other 
products, ethyl alcohol, ethyl chloride and other organic chemicals, all of which 
products are based on ethane as a raw material. 

(b) Eatraction plant. Petro-Chemicals is to turn over possession of the ex- 
traction plant to Panhandle for management and operation, which Panhandle 
has undertaken so as to maintain uniformity of operation of its natural gas pipe- 
line system and to protect service to its customers. 

Panhandle agrees to operate and maintain the extraction plant, furnish all 
labor for and supervision of the plant, keep books and records pertaining to 
such operation and to maintain a program of preventive maintenance so as to 
avoid plant shutdowns caused by material or equipment failure. Petro-Chem- 
icals agrees to furnish at its expense all necessary materials and supplies for 
the operation and maintenance of the plant and to reimburse Panhandle for all 
expenses of every character incurred by it in connection with its operation and 
maintenance of the plant, plus an amount for Panhandle’s administrative and 
general expenses equal to 35 percent of all sums expended by Panhandle in op- 
erating the plant. 

(c) Volumes processed. The extraction plant is to be so constructed as to 
process not less than 300 M. M. c. f. per day of natural gas at a pressure of 475 
pounds per square inch gage and a maximum volume of 425 M. M. c. f. per day at 
a pressure of 475 pounds per square inch gage, and be capable of extracting not 
less than 6 M. M. c. f. nor more than 10 M. M. c. f. of ethane, and at least 90 per- 
cent of all heavier hydrocarbons from natural gas, which must be processed 
at normal pipeline operating pressures. The maximum pressure drop between 
meter “A” (inlet measuring station to extraction plant) and meter “B” (outlet 
measuring station from extraction plant) shall be 20 pounds per square inch 
gage and the maximum temperature of the natural gas at the inlet side of meter 
“B” shall be as low as practical, but shall not be greater than 65° F. The ex- 
traction plant shall be so designed that the water dew point of the gas, measured 
at 600 pounds per square inch gage reentering Panhandle’s pipeline at meter 
“B”, shall be no higher than that of the natural gas entering Petro-Chemicals’ 
facilities at meter “A”, measured at 600 pounds per square inch gage. 

(d) Contract volumes sold. Panhandle will sell and deliver to Petro-Chem- 
icals and Petro-Chemicals will buy and accept from Panhandle (1) ethane and 
other hydrocarbon gases heavier than ethane, and (2) natural gas for use as fuel, 
in the quantities, at the prices and in accordance with the conditions presently 
to be stated. 

(e) Price per M.c.f. For the delivered quantities of ethane and other hydro- 
carbons heavier than ethane extracted from the stream of natural gas, Petro- 
Chemicals agrees to pay 2814 cents per M. c. f., plus an additional charge equal 
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#Such contract was amended with respect to natural gas sold for use as fuel in the 
extraction and chemical plants by supplemental agreement dated May 26, 1952. 
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to any reduction in Panhandle’s revenue from its customers east of Tuscola sta- 
tion whenever the B. t. u. value of the blended gas on the discharge side of 
Tuscola station is less than 975 B. t. u. per cubic foot.* 

For all natural gas delivered by Panhandle for use as fuel in the extraction and 
chemical plants (none is required for the fractionation plant), Petro-Chem- 
icals agrees to pay 28% cents per M. c. f. 

Such prices are subject to an upward adjustment, based upon the weighted 
average price of natural gas purchased by Panhandle west of Tuscola station, 
exclusive of gas purchased from Trunkline Gas Co., such weighted average price 
to be recomputed every 90 days after June 30, 1953, as more fully stated in article 
1.05 (a) of the contract. 

(f) Maximum and minimum volumes of hydrocarbons. The maximum quan- 
tity of ethane and other hydrocarbon gases heavier than ethane which Panhandle 
is obligated to deliver on any one day after the date of the initial delivery of such 
gases is 21,000 M. c. f.; provided, however, that such quantity of such gases shall 
be reduced 40 M. c. f. for every 1,000 M. ec. f. by which Panhandle’s stream of 
natural gas available for processing is reduced below 350,000 M. c. f.5 because of 
extraordinary demands of Panhandle’s customers during unusually cold weather. 
Of such maximum quantity, not more than 10,000 M. c. f. shall be ethane and not 
more than 11,000 M. c. f. shall be other hydrocarbon gases heavier than ethane 
incidental to the extraction of ethane. 

The minimum quantity of ethane and other hydrocarbon gases heavier than 
ethane which Petro-Chemicals is required to take or pay for ia any one month 
after initial delivery of such gases (the first month to begin on the first day of 
the month first following the date of initial delivery), but prior to commence- 
ment of operation of the chemical plant, shall be 37.5 percent of a quantity of 
such gases computed by multiplying the number of days in such month by 21,000 
M. c. f.; and after the commencement of operation of the chemical plant shall be 
75 percent of a quantity of such gases computed by multiplying the number of 
days in such month by 21,000 M. c. f. 

(g) Maximum and minimum volumes of fuel gas. The maximum volume of 
natural gas for use as fuel which Panhandle is obligated to deliver in any 1 day 
during each 7-month period from September 16 through April 15 is 7,000 M. ec. f.° 
and during each 5-month period from April 16 through September 15 is 24,000 
M. ec. f. Of this latter volume, 17,000 M. c. f. is for boiler fuel for steam 
generation. 

All such gas is “contemplated to be an uninterruptible supply” ; * but if a short- 
age of gas occurs on any part of the system, Panhandle agrees to curtail customers 
buying on an interruptible basis before interrupting deliveries to Petro- 
Chemicals. 

The minimum volume of gas for use as fuel which Petro-Chemicals is required 
to take or pay for in the 7-month period from September 16, 1952, through 
April 15, 1953, is 234,000 M. c. f., and in each 7-month period from September 16 
through April 15 thereafter shall be 1,118,250 M. c. f.; and in the 5-month period 
from April 16, 1953, through September 15, 1953, the minimum shall be 1,101,600 
M. ec. f. and in each like 5-month period thereafter such minimum shail be 
2,754,000 M. c. f. 


*The estimated ultimate cost of the ethane and heavier hydrocarbons, after extraction, 
is 64.5 cents per M. c. f. 
5 The quantity required for extraction of 21,000 M. c. f. of hydrocarbon gases. 


*Of which volume one-half to be used for extraction and one-half for ethane cracking. 
7 So-called “superior” interruptible. 
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The right is reserved to Panhandle to extract moisture, helium, natural gaso- 
line, butane, propane, other hydrocarbons or inerts (except methane) from the 
natural gas delivered for use as fuel. 

(h) Contract facilities. Panhandle agrees (1) to make connections on one 
or more of its main transportation gas lines at or near Tuscola station to make 
contract quantities of hydrocarbon gases available to Petro-Chemicals; (2) to 
make a connection on one of its gas pipelines near Tuscola station to make 
contract volumes of natural gas available to Petro-Chemicals for use as fuel 
in its extraction and chemical plants; (3) to install necessary measuring equip- 
ment (designated meter “A” on the schematic layout reproduced on opposite 
page) for measuring natural gas entering Petro-Chemicals’ facilities leading to 
the extraction plant; (4) to install necessary measuring equipment (designated 
meter “B”) for measuring natural gas flowing from the extraction plant and 
reentering Panhandle’s pipe line system; and (5) to construct and maintain at 
its own expense a fuel measuring station at or near the point of connection be- 
tween Petro-Chemicals’ plant fuel pipeline and Panhandle’s facilities on the 
outlet side of meter “B,” by which natural gas delivered for use as fuel shall be 
measured and controlled. 

(i) Contract delivery points. The point of delivery of the hydrocarbon gases 
purchased and sold while in the stream is at the outlet side of meter “A,” and 
the quantity of such gases delivered by Panhandle is obtained by subtracting 
the volume of natural gas recorded by meter “B” from the volume of natural 
gas recorded by meter “A.” The point of delivery of natural gas for use as fuel 
in Petro-Chemicals plants is at the outlet side of the fuel measuring station to 
be constructed by Panhandle at or near the point of connection between Petro- 
Chemicals’ plant fuel pipeline and Panhandle’s facilities at the outlet side of 
meter “B.” 

(j) Blending gases as Tuscola discharge. Panhandle proposes to blend the 
residue natural gas received from the extraction plant at meter “B” (after de- 
livery of a portion of such gas into Petro-Chemicals’ plant fuel pipeline) with 
natural gas received from its other sources at Tuscola station, and to transport 
such blended gases in its pipelines extending eastward from the discharge side 
of Tuscola station. 

(k) Calorimeters. Panhandle agrees to install and operate calorimeters at 
the discharge side of Tuscola station to determine the B. t. u. value of such 
blended gases. In the event the operation of the extraction plant results in a 
gas which, when blended with natural gas from Panhandle’s other sources, 
yields a blended gas having an arithmetic average B. t. u. value of less than 
975 B. t. u. per cubic foot to any of Panhandle’s customers east of Tuscola sta- 
tion at any time during any billing month, Petro-Chemicals agrees to pay Pan- 
handle an additional sum, as set forth in paragraph (e) above. 

Facilities sought to be authorized.—By its application, as amended, Panhandle 
seeks, in the alternative, (a) a disclaimer by the Commission of its jurisdiction 
in the matters pleaded, or (b) the issuance of a certificate of public convenience 
and necessity authorizing (1) the construction and operation of a fuel gas meas- 
uring and regulating station and appurtenant equipment at the point of inter- 
connection of Petro-Chemicals’ 34-inch return service line with Petro-Chemicals’ 
plant fuel line, the estimated cost of which station and appurtenant equipment 
is $27,000, to be financed out of current funds on hand; and (2) under the 
amendment to the application, the operation of Petro-Chemicals’ service line 
and of any connections appurtenant thereto. 

No authorization is sought by the application, as amended, for construction 
and operation of : 
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(1) Meters “A” and “B”; 
(2) A 34inch pipeline extending from the terminal point (Tuscola yard 
boundary) of Petro-Chemicals’ 34-inch service line to an interconnection with 
the yard pipe facilities in Tuscola station ; and 

(3) Calorimeters at the discharge outlet of Tuscola station on Panhandle’s 
main pipelines, Nos. 200, 100, and 300.’ 

Facilities constructed.—All facilities described in the last two preceding para- 
graphs have been constructed and are in operation. 

Petro-Chemicals has constructed at its own expense a 34-inch service pipeline 
extending from its interconnection with Panhandle’s line 200, just west of 
Tuscola station, northward and eastward to a connection at the inlet side of 
meter “A” and thence eastward from the outlet side of meter “A” to the extrac- 
tion plant; and has also constructed a return of such 34-inch pipeline from the 
extraction plant westward to a connection at the inlet side of meter “B” and 
thence west and south from the outlet side of meter “B” to the north boundary 
line of Tuscola station. The function of such pipe facilities is to transport 
natural gas to and from the extraction plant. 

Petro-Chemicals has also constructed a short extension of the return 34-inch 
service line which extends east and south from the outlet side of meter “B” to 
an interconnection with Panhandle’s fuel measuring station, immediately south 
of meter “B.” The function of this pipe facility is to transport natural gas as 
it comes from the extraction plant to the plant fuel line for use as fuel. 

Panhandle has constructed and is operating meters “A” and “B” and the 
fuel measuring station immediately south of meter “B,” each with appurtenant 
connections and equipment. The function of meters “A” and “B” is to measure 
the volume of ethane and heavier hydrocarbons sold to Petro-Chemicals at the 
point of delivery; and the function of the fuel measuring station is to measure 
the volume of natural gas after the extraction process sold to Petro-Chemicals 
at the point of delivery for use as fuel in its plants. 

Panhandle has constructed and is operating a short section of 34-inch pipeline, 
which is connected with and is an extension of Petro-Chemicals’ 34-inch service 
line, extending from the terminal point of such service line at the north boundary 
line of Tuscola station, to an interconnection with Panhandle’s yard pipe facili- 
ties at Tuscola station. This piping may be within the provisions of sec. 2.55(a) 
of the general rules and regulations, which read as follows: 


§ 2.55 Definition of term used in section 7 (c). For the purpose of section 
7 (c) of the Natural Gas Act, as amended, the word “facilities” as used there- 
in shall be interpreted to exclude: 

(a) Augiliary installations. Installations (excluding gas compressors) 
which are merely auxiliary or appurtenant to an existing transmission pipe- 
line system and which are installed only for the purpose of obtaining more 
efficient or more economical operation of authorized transmission facilities, 
such as: valves; drips; yard and station piping; cathodic protection equip- 
ment; gas cleaning, cooling and dehydration equipment; residual refining 
equipment; water pumping, treating and cooling equipment; electrical and 
communication equipment; and buildings. 


Temporary authorization—On May 21, 1953, on application therefor by Pan- 
handle, the Commission granted temporary authorization’ for the construction 
and operation of facilities as described in its application for temporary certifi- 


®Items (2) and (3) may be within the exclusionary provisions of sec. 2.55 (a) of the 
Commission’s general rules and regulations, infra, p. 692. 
® Without prejudice to final disposition as the record may require. 
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cate, viz: a metering and regulating station and appurtenant equipment, and 
the operation of a service line and appurtenant connection, through which to 
serve natural gas and hydrocarbons to Petro-Chemicals. 

On June 19, 1953, on application therefor by Panhandle, the Commission 
granted temporary authorization to deliver up to 25,000 M. c. f. per day to 
National Petro-Chemicals Corp. (without prejudice to final disposition). 

Operation of the facilities as constructed.—The schematic layout of the pipe 
connections between Panhandle’s main transmission lines at Tuscola Station 
and Petro-Chemicals’ extraction and chemical plants is clearly delineated by the 
plat received in evidence (reproduced post., p. 707). 

Panhandle’s operating officials testified that line 200, at a point immediately 
adjacent to Tuscola station on the west, presently carries from 350 M. M. c. f. to 
400 M. M. c. f. of natural gas having a B. t. u. content of from 1,000 to 1,015 per 
cubic foot. The stream of natural gas from line 200 enters Petro-Chemicals’ 
34-inch service line through a valve interconnection installed by Panhandle. 
Such service line has been constructed by Petro-Chemical on its own land and at 
its own expense. The gas stream then flows to meter “A,” which has been in- 
stalled by Panhandle at its expense on land owned by Petro-Chemicals, and will 
be operated and maintained by Panhandle. At meter “A” the gas is measured 
as it passes through from the service line to the extraction plant, where the 
ethane and other hydrocarbons heavier than ethane are extracted, and the gas 
stream leaving the extraction plant continues on through the return service line 
to meter “B“ where it is measured. Meter “B” has been installed by Panhandle 
at its own expense on land owned by Petro-Chemicals and will be operated and 
maintained by Panhandle. 

The meter recordings at meter “B” subtracted from such recordings at meter 
“A” measures the volume of ethane and other hydrocarbons heavier than ethane 
that has been sold in the gas stream by Panhandle to Petro-Chemicals. 

Calorific values.—The gas stream after the extraction process has an estimated 
B. t. u. content of approximately 924 to 930 B. t. u. per cubic foot. It is from 
such gas that Panhandle sells, and delivers at the outlet side of the fuel measur- 
ing station adjacent to meter “B,” on a “superior” interruptible basis, 7,000 
M. c. f. of gas per day from September 16 through April 15 for use as fuel for 
processing purposes in Petro Chemicals’ extraction and chemical plants; and 
24,000 M. c. f. of gas per day from April 16 through September 15 of which volume 
17,000 M. c. f. is for steam generation fuel, and the remaining 7,000 M. c. f. for 
processing uses in the extraction and chemical plants. 

Blending process.—The remainder of the gas returned from the extraction 
plant continues on through Petro-Chemicals’ service line, and Panhandle’s ex- 
tension of such line, to the yard piping in Tuscola station. At that station, nat- 
ural gas from Trunkline Gas Co., a subsidiary of Panhandle, enters the gas sys- 
tem in an approximate volume of 250 M. M. c. f. and has a calorific value of about 
1,050 B. t. u. per cubic foot. Trunkline gas is there blended with the gas re- 
turned from the extraction plant so as to produce a blended gas with a calorific 
value of not less than 975 B. t. u. per cubic foot as it leaves the discharge side 
of Tuscola station and flows eastward through lines 200 and 300, while natural 

gas in line 100, with a calorific value of between 975 and 985 B. t. u. per cubic 
foot, flows through Tuscola station and on eastward from the discharge side 
of that station. 

Gas supply—During the winter of 1951-52 Panhandle was able to and did 
supply, without interruption, all the gas requirements of its firm and interruptible 
customers. 










streae age at 


eT ied 


ean titws € 
rernsevr @ 


ert 
on ee 
























































694 FEDERAL POWER COMMISSION 


For the year ending October 31, 1952, Panhandle made substantial sales of 
“excess gas” ” during every month of that period, except the month of May when 
a strike was in progress on the system. The total main line actual average daily 
sales in that period varied from a low of 734,429 M. c. f. (with the strike period 
disregarded) to a high of 887,672 M. c. f. 

The unchallenged estimates of the operating officials of Panhandle of the aver- 
age daily main line sales and availability of gas by months, in the calendar year 
1953, show that there will be an excess of gas over all estimated sales ranging 
from a high of 135,400 M. c. f. in July to a low of 28,400 M. c. f. in December. 

It further appears that the noncoincidental peak day for main line sales for 
resale for the 12 months ending October 31, 1952, amounted to 848,362 M. c. f., 
and that the estimated coincidental peak day main line sales for resale for the 
5 winter months of 1953 range from 786,000 M. c. f. in March to 884,200 M. c. f. 
in December 1953. 

On January 1, 1952, the system peak day main line sales totaled 934,213 
M. c. f.; for December 21, 1951, such sales were 932,951 M. c. f.; and for February 
24, 1952, such sales totaled 924,071 M. c. f. The coldest day on the system in 
the 1951-52 winter, in terms of average mean temperature, was December 15, 
1951, when it was minus 1 degree, and on that day the main line sales totaled 
891,967 M. c. f. 


THE ISSUES 


1. Is the sale by Panhandle of ethane and the hydrocarbons heavier than 
ethane while in the gas stream a sale of natural gas in interstate commerce, and 
therefore subject to the Commission’s jurisdiction? 

2. Is the 34-inch pipeline,” constructed and owned by Petro-Chemicals and to 
be operated by Panhandle at the entire expense of Petro-Chemicals, that extends 
from Panhandle’s main line 200 at a point immediately west of Tuscola station 
to the extraction plant and from such plant to the yard pipe facilities in Tuscola 
station, a facility for the transportation or sale of natural gas in interstate 
commerce, and therefore subject to the requirements of subsections (c) and (e) 
of section 7 of the act? 

3. Are the inlet and outlet measuring stations, designated as meter “A” and 
meter “B”, which have been constructed by Panhandle adjacent to the extrac- 
tion plant and are to be operated by Panhandle at the entire expense of Petro- 
Chemicals, facilities for the transportation or sale of natural gas in interstate 
commerce, and therefore subject to the requirements of subsections (c) and 
(e) of section 7 of the act? 

4. Is the fuel measuring station, adjacent to meter “B”, which has been con- 
structed, and will be operated, by Panhandle, a facility for the transportation 
or sale of natural gas in interstate commerce, and therefore subject to the re- 
quirements of subsections (c) and (e) of section 7 of the act? 

5. Is the extraction plant, constructed and owned by Petro-Chemicals but op- 
erated by Panhandle at the entire expense of Petro-Chemicals, and through 
which a continuous stream of natural gas will flow, a facility for the trans- 
portation or sale of natural gas in interstate commerce, and therefore subject 
to the requirements of subsections 7 (c) and (e) of the act? 

6. If the extraction plant is not a facility for the transportation or sale of 
natural gas in interstate commerce and subject to the requirements of sub- 





2” “Excess gas’’ being that volume over and above needed for firm requirements. 
™ Sometimes called Plant Service Line. 
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sections (c) and (e) of section 7 of the act, does Panhandle nevertheless re- 
quire authorization from this Commission to operate such plant at the entire 
expense of the owner? 

7. Are meters “A” and “B” and also Panhandle’s extension of the 34inch 
plant service pipeline to an interconnection with the yard pipe facilities in 
Tuscola station, within the interpretation placed upon the word “facilities” in 
section 7 (c) of the act by part 2, sec. 2.55 (a) of the Commission’s general 
rules and regulations? 

8. Will the proposed extraction of ethane and the hydrocarbons heavier than 
ethane impair Panhandle’s ability to serve its resale customers? 

9. Does the proposed sale of natural gas for use as fuel in the chemical and 
extraction plants on a so-called “superior interruptible”’ basis constitute a 
priority of service for a direct sale customer that is different from that set forth 
in Panhandle’s tariff and rate schedules, and is therefore unjust, unreasonable, 
unduly discriminatory or preferential? 

Staff contentions.—(1) Jurisdiction. The staff contends that it is apparent 
that all facilities will become a conduit for a major portion of the natural gas 
transported by Panhandle in interstate commerce, and as such, there can be no 
question of Commission jurisdiction over such facilities by reason of the trans- 
portation functions they perform (citing Montana-Dakota Utilities Co., et al., 
8 F. P. C. 409; and Mississippi River Fuel Corp., 9 F. P. C. 198, 219). Discussing 
and interpreting the status determination (ante, p. 687), the staff claims that 
“it is perfectly obvious that the movement of natural gas involved in docket 
G-—2047 and also through the extraction plant itself is a transportation in inter- 
state commerce and is subject to Commission jurisdiction.” 

(2) Facilities. The staff challenges the ability of Panhandle to perform the 
services contemplated because authorization is not sought (a) for the operation 
of the extraction plant “through which the gas will be transported”; (b) for 
the construction and operation of the measuring stations through which the gas 
going to and coming from the extraction plant will be measured; and (c) the 
installation of an additional compressor engine at Tuscola station. 

Parenthetically, it should be said here that staff’s reference to an additional 
engine at Tuscola is a part of Panhandle’s future plans of strengthening the 
system capacity with additional gas from Trunkline, and is not a part of the 
Petro-Chemicals project (see, post. p. 701). 

(3) Effect on resale customers. Staff claims that, although Panhandle’s pro- 
posed reduction to 978 B. t. u. of the calorific value of gas to be sold to resale 
customers east of Tuscola is within the wording of its tariff, nevertheless, the 
demands of such customers would necessarily rise and therein would lie a po- 
tential threat to Panhandle’s ability to meet all present customers’ contract de- 
mands, as well as a financial effect on either the resale customer or the ultimate 
consumer by virtue of fewer heat units for the same price. 

(4) Economic feasibility. Staff concedes that any adjustment of the financial 
effect could be alleviated by an adjustment in Panhandle’s rate structure and 
that such adjustment would more properly be determinable in a rate proceeding, 
but contends the effect of such adjustment on Panhandle’s financial position is 
an important element in determining the economic feasibility of the Petro- 
Chemicals project. Staff therefore insists that because of the absense of evi- 
dence of the cost of service, from which an equitable charge could be determined 
for the sale of the heavier hydrocarbons, Panhandle has not sustained the burden 
of showing the project to be economically feasible. 

(5) Priority of service. Staff contends there is no evidence to show why 
Petro-Chemicals should have priority for excess gas over Panhandle customers 
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having storage, contrary to the provisions of section 16 of the general terms and 
conditions of Panhardle’s tariff. 

Panhandle’s Contentions.—(1)The company maintains that Commission au- 
thorization is not required for the fuel measuring station and appurtenant 
facilities because the sale of natural gas is a direct sale to Petro-Chemicals for 
consumption, and is therefore exempt under section 1 (b) of the act. 

(2) The sale of ethane and hydrocarbons heavier than ethane is not a sale of 
natural gas as defined in the act, and the plant service line, constructed and 
owned by Petro-Chemicals and operated by Panhandle, is wholly incidental to 
‘the sale of such hydrocarbons, and a certificate of public convenience and neces- 
sity for such construction is not required. 

(3) The proposed sale of gas on a “superior” interruptible basis involves no 
unlawful discrimination because the proposed service is expressly subordinate 
to and cannot interfere with Panhandle’s service to its resale customers. 

(4) The proposed sale of ethane and heavier hydrocarbons will not impair 
Panhandle’s ability to serve its resale customers. 


DISCUSSION 


Project relation to National Defense-——The unchallenged evidence leaves no 
doubt that this project is regarded by Petroleum Administration for Defense 
(PAD) and the National Production Authority (NPA) as one having great poten- 
tialities in the production of materials currently vital to the National Defense. 
The interest of those agencies has been manifested from the time the proposed 
construction was first broached by Panhandle and National Distillers by the 
issuance of certificates of necessity for accelerated amortization of the several 
plants and required facilities, of necessary authorization for the allocation of 
controlled materials needed for construction, as well as for special priority 
assistance from time to time in procuring critical materials. 

The principal products to be produced in the plants, according to Dr. Hulse 
who for many years was in research, technical, production and administrative 
activities for Du Pont and more recently with National Distillers, are propane, 
butane, iso-butane, natural gasoline, ethyl chloride, ethyl alcohol and ether. The 
estimated quantities of such products and their uses were stated by him to be: 
360,000 gallons per day of propane, for fuel in buses and tractors, heat for homes 
and fuel for industrial operations; 50,000 gallons per day of butane, generally 
for the same uses as propane and as raw material for synthetic rubber; 25,000 
gallons per day of iso-butane, for making high test aviation gasoline; 17,000 
gallons per day of natural gasoline for motor vehicles; 50 million pounds per 
year of ethyl chloride, for the production of tetra-ethyl lead for high octane 
aviation gasoline; 40 million gallons per year of ethyl alcohol, for wetting agent 
for dynamite, solvents and intermediates for pharmaceuticals, and other im- 
portant industrial uses, and 4 million gallons per year for purposes similar to 
those for which alcohol is used. 

Jurisdictional facilities—The broad generalized contention of the staff that 
“there can be no question” that all facilities required for this project, save only 
the chemical and fractionation plants, are facilities by reason of the transporta- 
tion functions they perform over which the Commission has jurisdiction, appears 
to the examiner to be without substantial support. 

The project, viewed in its entirety, is one for the sale, while in the gas stream, 
of ethane and the hydrocarbon gases heavier than ethane in Panhandle’s natural 
gas. Such sale is not a sale of natural gas. It is an extraction of hydrocarbons 
from natural gas that is permissible under Panhandle’s gas tariff; provided, 
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however, the heating value of gas for resale is not reduced below 950 B. t. u. per 
cubic foot. 

The fact that there is a continuous flow of natural gas from a point on line 200 
immediately west of Tuscola station through pipes, measuring meters and the 
extraction plant and then back to Tuscola station does not alter or change what 
is sold because such flow is an essential and inseparable element of the sale of 
the hydrocarbons. The primary function of the extraction plant is extraction of 
hydrocarbons, not transportation. 

The 34-inch service line built by Petro-Chemicals on its own property is the 
medium or channel through and by which it obtains natural gas from which to 
extract at its own expense the hydrocarbons sold, and the conduit or channel 
by which it returns natural gas, with a reduced calorific value, to Panhandle. 
It is not the means for transporting natural gas in interstate commerce. 

The functions of the 34-inch service line, and of the extraction plant, are not 
changed because each is to be operated by Panhandle pursuant to the contractual 
covenants and at Petro-Chemicals’ expense. Indeed it is quite patent from a 
mature consideration of the primary purposes of the project that it is of vital 
importance to Panhandle, as owner of the gas, to manage and operate the extrac- 
tion plant, as well as the 34-inch service line, so as to “maintain uniformity of 
its pipeline system and to protect service to its customers * * *.” If the contract 
had not provided for Panhandle’s close supervision of the extraction process, as 
it does in minute detail, it would be subject to criticism and probably disapproval 
by the Commission for failure adequately to protect Panhandle’s resale customers 
whose interests the Commission is clearly bound to guard. 

The installation and operation of the fuel measuring station with appurtenant 
connections, located immediately south of meter “B,” for the measurement of 
gas to be sold for use as fuel in the extraction and chemical plants, and for which 
Panhandle’s application seeks authorization to construct and operate, are, under 
numerous decisions of the Commission, facilities for the transportation of natural 
gas in interstate commerce and are therefore subject to the requirements of 
subsections 7 (c) and (e) of the act. It is immaterial that such facilities are 
located some distance from Panhandle’s main pipelines and on the buyer's 
property.” 

The 34-inch service line constructed by Petro-Chemicals, the valve and con- 
nection which Panhandle has installed between its main line 200 and the 34-inch 
service line, and also meters “A” and “B” installed by Panhandle on the service 
line as it leads to and comes from the extraction plant, the functions of all of 
which facilities are to provide and measure a stream of natural gas from which 
ethane and the heavier hydrocarbon gases are to be extracted, are facilities that 
are wholly incidental to the extraction plant and process, and are not facilities 
for the transportation, or the sale for resale, of natural gas in interstate com- 
merce subject to the jurisdiction of the Commission. 

Priority of service—The supplemental agreement between Panhandle and 
Petro-Chemicals deleted from the original agreement all provisions relating to 
the sale of natural gas for use as fuel. As rewritten, the volumes to be purchased 
and sold were increased to the quantities as they have been previously stated 
herein. The provision in such agreement with respect to interruptibility reads 
as follows: 


The gas sold hereunder is contemplated to be an uninterruptible supply; 
however, if there should occur at any point on the pipeline system of Pan- 





“2 See intermediate decision in Transcontinental G. P. L. Corp., docket G—1783, and 
Commission order modifying such decision, issued June 25, 1952, 11 F. P. C. 605. 
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handle a shortage of gas, Panhandle shall first, so far as practicable, curtail 
or interrupt deliveries of gas to customers purchasing gas from Panhandle 
on an interruptible basis; thereafter, Panhandle shall have the right to cur- 
tail and interrupt gas sold hereunder to the extent reasonably necessary in 
the judgment of Panhandle. 


Throughout the hearing reference has been made to this provision as creating 
a “firm interruptible” or “superior interruptible” service for this buyer. The 
portion of Panhandle’s filed tariff pertinent to service interruptibility reads: 


Original sheet No. 28 rate schedule I-1—interruptible service—Eastern 
Zone. 

7. Procedure for offering and curtailing gas under this rate schedule. 

Whenever seller has gas available for sale in excess of that necessary to 
meet its firm and annual contract volume service requirements, it shall first 
offer such gas to its buyers, which own or control storage facilities to the 
extent such buyers contract to take such gas for storage, and shall then offer 
any remaining gas on an equitable basis to its other customers. The service 
agreement shall specify the maximum daily volume for such interruptible 
service. Service hereunder may be interrupted at any time and in any 
amount by seller in a nondiscriminatory manner in its sole discretion after 
reasonable notice to buyer and to direct customers. On any day for which 
seller has ordered curtailment of service, in whole, or in part, under this rate 
schedule, all gas taken by buyer in excess of the curtailment shall be con- 
sidered as delivered under seller’s applicable firm rate schedule. (Emphasis 
added.) 


The general terms and conditions are made applicable to the above rate sched- 
ule. Section 16, original sheet 42, of such terms and conditions, priority in 
service, provides : 


16.1 Firm service. Firm service rendered by seller to its buyers or to 
residential and commercial customers served directly by seller shall have 
priority over all other services rendered by seller. 

16.2 Storage service. Service rendered by seller under the obligations 
of the storage service rate schedule for storage service agreement shall have 
priority over all service rendered by seller on an interruptible basis. 

16.3 Interruptible service. Interruptible service rendered by seller shall 
be the first to be curtailed in the event the demands on seller’s system for 
firm service and for storage service shall exceed available deliverable 
supplies. 


Company counsel argue with great earnestness that the provision in the sup- 
plemental agreement is made expressly subordinate to, and cannot interfere with, 
Panhandle’s service to resale customers. Reference is made to the testimony 
of the officials of both companies to show that there has been a full meeting of 
minds of the parties on the subject of the interruptibility of the proposed service 
to Petro-Chemicals. It is urged that the provisions of sec. 4 (b) of the act are 
confined to sales of natural gas “subject to the jurisdicition of the Commission”; 
that the sale of hydrocarbons while in the gas stream is not a sale of natural gas, 
and therefore this sale is not within the Commission’s jurisdiction. 

There is no provision in the agreement for the purchase and sale of the heavier 
hydrocarbons respecting the interruptibility of service. The testimony of officials 
of both companies, however, is clear that their understanding is that such service 
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is on the same basis as the sale of natural gas for use as fuel in the chemical and 
extraction plants which is now embraced only in the supplemental agreement. 

Finally, it is argued that the above-quoted provisions of the tariff are not 
applicable when the resale customers are not taking their full contract volumes, 
as is the fact here. But apparently counsel do not perceive that the interruptible 
clause in the instant contract gives a clear preference to Petro-Chemicals and a 
distinct disadvantage to other direct sale industrial customers by permitting the 
former to be the last to be cut off when it is necessary to interrupt direct sale 
customers in favor of firm sale customers. 

Effect of resale customers.—During the hearing many inquiries were made by 
the staff respecting the adverse effect, if any, of Panhandle’s venture into this 
project, such as (a) upon Panhandle’s financial integrity; (tb) its ability to meet 
all demands of contract customers because of the possibility their demands 
would be greatly increased due to a lowered B. t. u. content of resale gas and, 
consequently, the financial effect upon its resale customers; (c) whether the 
price received from Petro-Chemicals for the heavier hydrocarbons was ade- 
quate or inadequate and, due to an absenec of evidence respecting the cost of 
service, the need for estimating an equitable charge for the sale of heavier 
hydrocarbons so as to determine whether the project is economically feasible; 
and finally, that the proposed sale to Petro-Chemicals of any “excess” gas 
violates the provision of the “I” rate schedules of Panhandle’s tariff that require 
“excess” gas to be offered first to buyers which own or control storage facilities 
and then to other customers on an equitable basis. On the brief, staff elaborates 
its views on these subjects and tenders calculations to support its contentions, 
although on the hearing it declined to tender a witness respecting such tech- 
nical matters. These contentions are based upon staff’s view that the project 
as an entirety involves the transportation of natural gas in interstate commerce 
and is therefore wholly subject to the jurisdiction of the Commission under 
section 7 of the act. 

Since the examiner’s views upon the subject of jurisdiction have already been 
stated, there remains to be considered nevertheless the basic inquiry in issue, 
to-wit: Whether the removal of ethane and heavier hydrocarbons will affect 
Panhandle’s service to its resale customers in a manner contrary to the provi- 
sions of its tariff, rate schedules, and service agreements on file with the Com- 
mission, or the various Commission orders pertaining to such service, the Natural 
Gas Act, and the rules and regulations of the Commission thereunder. 

In an endeavor to determine the effect that the removal of the heavier hydro- 
carbons may or will have on buyers of resale gas who are east of Tuscola station, 
two facts must be borne in mind. First, that while the hearing was in progress 
the project was not in operation, in fact was not fully constructed, and estimates, 
based on gas analyses furnished on request, must be relied upon as to the B. t. u. 
content of resale gas east of Tuscola station. And second, the only evidence is 
from qualified and experienced witnesses in the employ of Panhandle and Petro- 
Chemicals. On inquiry, the staff regarded the subjects involved as too simple 
to require testimony from competent witnesses of its own selection. 

The staff argument is that inasmuch as resale gas has heretofore had, and 
Panhandle’s service agreements represent the gas sold as having, a B. t. u. con- 
tent of approximately 1,000 B. t. u. per cubic foot, it necessarily follows that 
if such gas sold east of Tuscola is to have a B. t. u. content of only 978 B. t. u. 
as a result of the extraction process, the effect is twofold: First, to raise the 
rate, and second, necessarily to require the resale customers to increase their 
contract demand, which in turn may affect Panhandle’s ability to deliver the 
required volumes if the project is authorized. 
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Panhandle asserts that its filed tariff (original sheet 34) permits the extraction 
of hydrocarbons and provides that the heating value of gas delivered shall not 
be above 1,050 B. t. u. nor below 950 B. t. u. per cubic foot; and therefore, that 
there cannot be a price increase if its resale gas after the extraction process, 
shall now have not less than 978 B. t. u. per cubic foot east of Tuscola. 

The evidence shows that since October 1, 1951,” the resale gas delivered has 
had a calorific value that has varied from time to time between 970 B. t. u. and 
1,035 B. t. u. Panhandle’s rate manager Farley stated that the company’s expe- 
rience has shown that there are variations in the B. t. u. content of the gas from 
month to month and year to year, and that the management has not observed 
any material increase or decrease in customers’ demands because of fluctuations 
in the heating content of the gas. He has, however, allowed an overall increase 
of 10 percent in making estimates of the company’s base load. 

At staff’s request a computation based on Panhandle’s records of the monthly 
average B. t. u. content per cubic foot, as well as the specific gravity of the 
gas at Glenarm and Zionsville compressor stations and at the Detroit measuring 
station for the period October 1951 through November 1952 was received in 
evidence. From such tables™ the staff has calculated percentages on B. t. u. 
averages during that period and concludes that it is evident there will result 
a considerable reduction in the B. t. u. content of resale gas east of Tuscola. 
On such conclusion, staff summarizes that the “possible effects” of the removal 
of the heavier hydrocarbons would appear to be twofold: (1) an increase in 
the volume of the utilities’ gas requirements due to the lower B. t. u. content; 
and (2) a financial effect on either the distributor or the ultimate consumer 
because of the sale of fewer heat units for the same price. 

The company also prepared by request 9» tabulated analysis” of the gas in 
its several pipelines showing what the B. t. u. content and the specific gravity 
will be subsequent to the commencement of plant operations. Such analysis 
shows the B. t. u. content of the gas returned from the extraction plant to be 
935 B. t. u. per cubic foot, and of the gas in line 100 west of Tuscola to be 97 
B. t. u.; in line 200 west of Tuscola to be 1,000 B. t. u.; of trunkline gas at Tus- 
cola to be 1,042 B. t. u.; in line 100 east of Tuscola to be 978 B. t. u.; in line 200 
east of Tuscola to be 978 B. t. u.; and of line 300 east of Tuscola to be 978 B. t. u. 

The staff calculates from the foregoing figures that the percentage in B. t. u. 
reduction is 2.2 percent, and contends that such an effect of the extraction of 
the hydrocarbons will inevitably render Panhandle unable to supply its contract 
demand customers with the additional volumes due to such reduced B. t. u. 
content, because the volumes sold under the service agreements of such cus- 
tomers should be automatically increased 2.2 percent. The argument is unsound. 
The tariff as well as all service agreements permit a variation in the B. t. u. 
content of resale gas sold between 1,025 B. t. u. and 975 B. t. u. without a price 
adjustment. 

It is concluded that there is no substantial evidence to support a finding that 
the removal of ethane and the hydrocarbons heavier than ethane from the 
natural gas transported by Panhandle will affect Panhandle’s service to its resale 
customers in a manner contrary to the provisions of its tariff, rate schedules, and 
service agreements on file with the Commission. 

The tabulated statistics in evidence” clearly show that Panhandle’s resale 
customers did not take the full amount of their contract demands during the year 


48 Date of first Trunkline deliveries. 
4 T, 729. 
3 T. 716. 
1% T. 104, 
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November 1951 through October 1952. The result of such failure to take the 
full volumes contracted for has left a considerable quantity of excess gas from 
which it is now proposed to sell Petro-Chemicals 7,000 M. c. f. per day exclusively 
for use as fuel in the extraction and chemical plants and, in the 5 summer 
months, an additional 17,000 M. c. f.-for boiler fuel for steam generation. That 
gas will be delivered as it comes frum the extraction plant, and will have a 
calorific value of 935 B. t. u. Such a factual situation negatives staff’s claim 
that Panhandle is obligated under the “I” schedules of the tariff to dispose of 
such excess gas to resale customers because that schedule is applicable to such 
customers for gas on an interruptible basis when in excess of the buyer's con- 
tract demand. 

A further contention of the staff is that the “proposed service to Petro-Chemi- 
cals of a commodity of markedly greater B. t. u. content, with a resultant reduc- 
tion in the B. t. u. content of the gas to be sold to Panhandle’s resale customers” 
creates an undue preference to Petro-Chemicals and an undue prejudice and 
disadvantage to resale customers, contrary to section 4 (b) to the act, because 
such section is applicable to “any transportation or sale of natural gas subject 
to the jurisdiction of the Commission.” As has already been noted, the com- 
modity proposed to be sold to Petro-Chemicals is not natural gas as defined in the 
act, and is therefore not subject to Commission jurisdiction. And the reduced 
calorific value of the blended gas to be sold for resale is permitted by the tariff, 
rate schedules, and service agreements. There can therefore be no undue prej- 
udice or disadvantage to resale customers because of B. t. u reduction. 

The staff makes a further contention that should be met and disposed of. It 
is argued that Panhandle is unable to meet the contract demands of its utility 
customers unless it is authorized to install an additional compressor unit in the 
Tuscola station, and that such authorization is not sought by the company’s 
application, as amended. This position is based on testimony of company officials 
that in February 1952 deliveries to all main-line customers averaged a little less 
than 891 M. M. c. f., exclusive of compressor fuel, company use and unaccounted 
for: That the capacity of the main-line facilities eastward from Liberal station 
was 627 M. M. ec. f.; that 30 M. M. c. f. is available from line pack; that in that 
month Trunkline delivered 264 M. M. c. f. (the usual winter delivery being 265 
M. M. ec. f.); that Trunkline can deliver 285 M. M. c. f. at Tuscola station and 
Panhandle can take such additional volume “with the installation of an addi- 
tional engine of approximately 2,000 horsepower” ; that Panhandle’s president has 
authorized, and the company will install, such an engine and thereby provide 
greater insurance of a capacity at Tuscola of 950 M. M. c. f. for peak re- 
quirements. 

Such testimony was developed by the company in its direct case for the purpose 
of showing that, in addition to its present abiilty to meet current contract de- 
mand requirements, it is planning ahead to meet probable increased demands on 
the system, particularly on peak days, by taking an additional 20 M. M. ec. f. 
over Trunkline’s normal winter delivery. That evidence does not show that 
the additional unit in the Tuscola station is required because of the Petro- 
Chemicals project. It is simply a disclosure of the company’s intention to pro- 
vide such additional compression at Tuscola, if the instant project becomes a 
completed reality by authorization or disclaimer of jurisdiction, and thereby 
further to improve the system capacity for peak-day demands, and that author- 
ization therefor will as a matter of course be sought from the Commission 
when such installation is required. The staff nevertheless insists that a filed 
application for such authorization should be made a condition precedent to the 
issuance of any certificate at this time. The examiner finds no sound reason 
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for requiring such a condition in the certificate hereinafter authorized for the 
construction and operation of the fuel gas measuring station. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the evidence adduced, the briefs of argument of counsel, 
and the preceding portions of this intermediate decision, the examiner now 
incorporates as a part of these findings, by reference thereto, the statement of 
facts on pages 687 through 694 of this intermediate decision, and further finds 
and concludes: 

(1) Panhandle is a corporation organized and existing under the laws of the 
State of Delaware with its principal office in Kansas City, Mo., and owns 
and operates an integrated natural gas pipeline system situated in the States of 
Texas, Oklahoma, Kansas, Missouri, Illinois, Indiana, Ohio, and Michigan. 

Panhandle produces natural gas from extensive leasehold acreage located in 
Texas and Kansas, and purchases natural gas produced in Texas, Oklahoma and 
Kansas. Its pipeline system extends from Texas to its northern termini in 
Michigan. In connection with the operation thereof, the company owns facilities 
appurtenant thereto and is engaged in the transportation of natural gas in inter- 
state commerce, and the sale of natural gas in interstate commerce for resale 
for ultimate public consumption for domestic, commercial, industrial and other 
uses; and also the sale and delivery of natural gas directly to industries and 
others for their own consumption. The company has been determined to be and 
now is a natural-gas company as defined in the act.” 

(2) On September 11, 1952, Panhandle filed an application and an amend- 
ment thereto on November 17, 1952 (docket No. G—2047), seeking, in the alter- 
native, (a) a disclaimer by the Commission of jurisdiction in the matter set 
forth therein, or (b) the issuance of a certificate of public convenience and 
necessity, pursuant to section 7 of the act, authorizing the construction and 
operation of a fuel gas measuring and regulating station and appurtenant 
equipment to be installed adjacent to a plant proposed to be constructed and 
owned by Petro-Chemicals, near Panhandle’s Tuscola (Illinois) compressor sta- 
tion, for the extraction of ethane and heavier hydrocarbons from natural gas. 
The total estimated cost of the installation of such measuring station is $27,000, 
which appears to be reasonable, and will be defrayed from Panhandle’s current 
funds on hand. 

(3) Pursuant to a written contract Panhandle proposes to sell and deliver to 
Petro-Chemicals on an interruptible basis (a) not to exceed in any one day 
21,000 M. c. f., at 28.5 cents per M. c. f., of ethane and other hydrocarbon gases 
heavier than ethane, such gases to be extracted by Petro-Chemicals at its own 
expense from the stream of natural gas supplied by Panhandle; and (b) a 
maximum volume of 7,000 M. c. f. per day of natural gas on an interruptible 
basis for use as fuel in the buyer’s extraction and chemical plants during each 
7-month period from September 16 through April 15, and 24,000 M. ec. f. per 
day during each 5-month period from April 16 through September 15, of which 
latter volume 17,000 M. c. f. is for use as boiler fuel for steam generation, at 
the price of 28.5 cents per M. c. f. 

(4) Panhandle will have an adequate supply of natural gas in excess of its 
contract demand commitments from which to supply Petro-Chemicals, on an 
interruptible basis, with 7,000 M. c. f. per day for use as fuel in its plants, and 
an additional 17,000 M. c. f. per day during the five summer months for use as 
fuel for the generation of steam. Service of such volumes of natural gas on 
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an interruptible basis will not impair Panhandle’s ability to serve its resale 
customers. 

(5) The proposed sale of ethane and the hydrocarbon gases heavier than 
ethane while in the gas stream is not a sale of natural gas as defined in the act, 
and is therefore not subject to the jurisdiction of the commission. 

(6) The proposed extraction plant is not a facility for the transportation 
of natural gas in interstate commerce, and is therefore not subject to the juris- 
diction of the Commission. 

(7) The 34-inch service line constructed by Petro-Chemicals, the valve and 
connection which Panhandle has installed between its main line 200 and the 
34-inch service line, as well as meters “A” and “B” installed by Panhandle on 
such service line as it leads to and comes from the extraction plant, the functions 
of all of which facilities are to provide and measure a stream of natural gas 
from which ethane and the heavier hydrocarbon gases are to be extracted, are 
facilities that are wholly incidental to the extraction plant and process, and 
are not facilities for the transportation, or the sale for resale, of natural gas 
in interstate commerce subject to the jurisdiction of the Commission. 

(8) The provision” in the supplemental contract between Panhandle and 
Petro-Chemicals with respect to an uninterruptible supply of natural gas for 
use as fuel creates a new interruptible service between the firm classifications of 
Panhandle’s filed tariff and the interruptible classification provided in the “I” 
rate schedules of such tariff, and thereby grants an undue preference or ad- 
vantage to Petro-Chemicals and subjects other direct sale industrial customers 
to an undue prejudice or disadvantage and is, therefore, unjust, unreasonable, 
unduly discriminatory, and preferential. 

(9) The removal of ethane and the hydrocarbon gases heavier than ethane 
from natural gas transported by Panhandle will not affect Panhandle’s service 
to its resale customers in a manner contrary to the provisions of its tariff, rate 
schedules and service agreements on file with the Commission. 

(10) The construction and operation of the fuel measuring station with ap- 
purtenant connections for which Panhandle seeks authorization to construct 
and operate, will be used by it in the transportation of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, and the construction 
and operation thereof by Panhandle are subject to the requirements of sub- 
sections 7 (c) and (e) of the Natural Gas Act, as amended. 

(11) Panhandle is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
as amended, and the requirements, rules and regulations of the Commission 
thereunder. 

(12) The construction and operation of the facilities proposed for the trans- 
portation and delivery of natural gas on an interruptible basis by Panhandle 
to National Petro-Chemicals Corp. in the volumes and under the conditions here- 
inafter set forth are required by present or future public convenience and 
necessity and a certificate therefor should issue. 

(13) The public convenience and necessity require the attachment to the 
exercise of the rights granted under the certificate issued the terms and condi- 
tions hereinafter ordered, which are hereby determined to be reasonable and 
necessary. 

ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its rules of practice 
and procedure, that: 


18 Quoted, ante, p. 698. 
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(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing the applicant, Panhandle Eastern Pipe Line Co. (Panhandle), 
to construct and operate the facilities hereinbefore described for the transporta- 
tion of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, upon the following terms: 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by applicant within 30 days from the issue date of the order issuing 
such certificate: Provided, however, That if a review of such order by the Com- 
mission on appeal, or a review thereof by the Commission on its own motion, shall 
be prosecuted pursuant to sec. 1.31 of the rules of practice and procedure, then 
such acceptance shall be filed within 30 days from the date of issuance of the final 
order of the Commission upon such appeal or review. 

(C) The facilities herein authorized to be constructed and operated shall be 
used for the transportation, measurement and delivery, on an interruptible basis 
only, of not to exceed 7,000 M. c. f per day of natural gas for use as fuel in the 
buyer’s extraction and chemical plants during each seven-month period from 
September 16 through April 15, and not to exceed 24,000 M. ec. f. per day of natural 
gas during each 5-month period from April 16 through September 15; and the gas 
so transported and delivered shall be limited to only such days as (i) no curtail- 
ment step is in effect on Panhandle’s pipeline system; (ii) when Panhandle hgs 
gas available in excess of its commitments to its other customers to whom gas 
is being sold on other than an interruptible basis; and (iii) when pressure condi- 
tions on Panhandle’s pipeline system permit deliveries of such excess or inter- 
ruptible gas to National Petro-Chemicals Corporation (Petro-Chemicals. ) 

(D) The folowing conditions be and they are hereby attached to the exercise 
of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction of the facilities hereby authorized shall be completed 
within 30 days after the date that this order shall become final and actual opera- 
tion thereof shall be commenced by Panhandle not later than 60 days subsequent 
to the date such facilities were constructed. 

2) Panhandle shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following: 

(i) Within 10 days after the beginning of authorized operation, notice of the 
dates of completion of construction, the beginning of operation thereof, and the 
first delivery of gas. 

(ii) Within 6 months after completion of the construction, a statement show- 
ing and explaining the cause for any differences between the actual cost of the 
facilities constructed and the estimate of cost relied upon by Panhandle in this 
proceeding. 

(iii) An annual report showing the volumes of gas delivered monthly to 
Petro-Chemicals, such report to be filed not later than February ist, in each 
year, commencing in the year 1954. 

(E) The operation of the facilities herein authorized is hereby limited to a 
period of 5 years from the date of the first delivery of natural gas to Petro- 
Chemicals unless such period shall hereafter be extended by order of the Com- 
mission. 

(F) This certificate is not transferable and shall be effective only so long as 
Panhandle continues the operation in the manner hereby authorized, and in ac- 
cordance with the provisions of the Natural Gas Act and all pertinent rules, 
regulations, or orders heretofore or hereafter issued by the Commission. 


MARVIN FARRINGTON, 
Presiding Examiner. 
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APPENDIX 


MEMORANDUM RELATING TO PROPOSED EXTRACTION PLANT 
AND CHEMICAL PLANT AT TUSCOLA, ILL. 


National Petro-Chemicals Corp., a new enterprise, will produce chemicals from 
ethane, specifically ethyl alcohol and ethyl chloride, and will also manufacture 
and sell other products from the heavier hydrocarbons. 


Importance of Products 


Both chemicals are in short supply. Ethyl alcohol is an essential raw material 
for many products vital to the defense program, including synthetic rubber, 
nitro-cellulose, explosives, drugs, DDT, etc. Existing facilities for production of 
synthetic alcohol in this country are inadequate. As a result, in times of past 
emergencies, it has been necessary to produce high cost ethyl alcohol by fermenta- 
tion of food grains to supply the defense program. In the current year the 
deficiency has been made up by importing large quantities of surplus alcohol 
from Europe. This is a temporary expedient and could not be depended upon in 
case of war. The estimated production of ethyl alcohol from the new project 
will be from 35 to 40 million gallons a year. 

Ethyl chloride is essential to national defense being one of the basic materials 
required for production of tetraethyl lead which in turn is used in production 
of high octane aviation gasoline and motor fuel. It is also an essentia! material 
for ethyl cellulose which, because of its unique properties, is one of the plastic 
materials essential to national defense and now subject to allocation. 

The company will also produce other products from the hydrocarbons heavier 
than ethane. 

The project has been discussed with the governmental agencies responsible for 
defense production and has received their informal approval. 


Character of Project 


It is proposed that Chemicals will build an extraction plant on Panhandle’s 
pipeline on the inlet side of its Tuscola compressor station. All investment and 
expense of such plant will be borne by Chemicals. Panhandle will install neces- 
sary connections and a meter on the inlet side of the plant and on the outlet side 
of the plant. Title to the gas will remain in Panhandle at all times. Chemicals 
will pay Panhandle for the difference in volume as registered between the inlet 
meter and the outlet meter. 

Panhandle will operate the extraction plant. It will be reimbursed by Chemi- 
eals for all current operating and maintenance cost, and it will charge Chemi- 
cals a reasonable overhead charge covering payroll charges paid by Panhandle 
for labor costs. This is necessary for pensions, annuities, hospitalization, in- 
surance, etc. 

The facilities to be operated by Panhandle will extract ethane and heavier 
hydrocarbons required by Chemicals, but not to the extent of reducing the 
natural gas to be furnished to customers below 975 B. t. u. 

It is expected that the extraction plant, with its allied fractionating plant, 
will be completed in the fall of 1952. For this operation it is expected that the 
shrinkage and fuel will amount to 15 million cubic feet a day. It is also ex- 
pected that the chemical plant will be in operation in the summer of 1953, at 
which time the extracted components and the natural gas used for fuel will be 
in the order of 40 million cubic feet a day, divided about 50 percent for extracted 
components and 50 percent for fuel. 
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Based on Panhandle’s present capacity—including latest 50 million cubic feet 
applied for—of 850 million cubic feet a day, the extracted components of 20 
million cubic feet will be only 2.35 percent of capacity. 

For extracted components and for natural gas for fuel Panhandle will charge 
Chemicals 2814 cents per thousand cubic feet. 


Effect on Panhandle’s Operations 


The effect on Panhandle’s pipeline operations will be: 

1. It is estimated that removal of some of the heavier components of the 
natural gas by extraction at the extraction plant, with resultant uniform 975 
B. t. u. gas leaving the exhaust of the Tuscola compressor station, will increase 
the efficiency of the carrying capacity of Panhandle pipelines by 2 to 3 percent. 
In other words, while some reduction in B. t. u. content will occur, a substantial 
part of this reduction will be regained by added volume of capacity of the pipe- 
line system. 

2. Reduction of the heavier components of the natural gas will materially 
reduce the possibility of liquid condensation and hydrate formation in the pipe- 
line east of Tuscola. 

A pencil sketch is attached showing the lines on the intake side of the Tuscola 
station and the lines on the discharge side of this station, with best estimates 
of the volumes and B. t. u. content before and after the extraction plant and the 
subsequent B. t. u. blending of the gas on the outlet of the Tuscola station. 

Panhandle’s new rules and terms of service as recently approved provide that 
the B. t. u. of the gas may vary from 950 to 1,050, and also provide that, if the 
B. t. u. shows below 975, the selling price of the gas will be reduced; if the 
B. t. u. content is above 1,025, the selling price will be increased. 

The extraction plant will be operated so that the B. t. u. content moving east 
out of Tuscola is certain to be at 975 or above at all times. 

Fuel line to fractionation plant and chemical plant will be built and owned 
by Chemicals. 


Order affirming initial decision of presiding examiner 
October 23, 1958 


The presiding examiner’s decision in docket No. G-1767 was filed on June 12, 
1953. This proceeding involves an application for a disclaimer of jurisdiction 
or in the alternative a certificate of public convenience and necessity authorizing 
the acquisition and operation of facilities to be used in the transportation of 
natural gas to the plant of the Brockway Glass Co., Inc. near Lapel, Ind. Dx- 
ceptions to the decision were filed by Panhandle Eastern Pipe Line Co. and staff 
counsel on June 30, 1953. 

The presiding examiner’s decision in docket No. G-2047 was filed on August 13, 
1953. This proceeding involves an application for a disclaimer of jurisdiction or 
in the alternative a certificate of public convenience and necessity authorizing the 
construction and operation of facilities to be used in the transportation of 
natural gas in relation to the sale to the plant of National Petro Chemicals Corp. 
near Tuscola, Ill. Exceptions to the decision were filed by staff counsel on 
September 22, 1953. 

Upon consideration of the evidence, the briefs filed, the examiner’s initial de- 
cision, the exceptions thereto, and the entire record, the Commission finds: 

The presiding examiner’s findings and conclusions in docket Nos; G—1767 and 
G-2047 are supported by the record and should be adopted by the Commission. 
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The Commission orders: 
The decisions and orders of the presiding examiner issued in docket No. G-1767 


on June 12, 1953, and in docket No. G—2047 on August 13, 1953, be and they are 
hereby affirmed. 


Commissioner Dory not participating. 


IN THE MATTER OF 
NATURAL GAS PIPELINE COMPANY OF AMERICA 
Upon Matters Involved in Orders Suspending Proposed Rate Tariff 
Docket No. G-1697 
August 18, 1953* 
Syllabus 


1. Commission concludes that a two-block rate form for Natural’s “outside” 
customers is just and reasonable, and that an overall rolled-in rate would 
be unduly discriminatory against the Chicago companies and unduly pref- 

’ erential in favor of the “outside” customers. P. 721. 

2. Commission determines that Natural’s rates during the period December 1, 

1951, through March 31, 1953, were just and reasonable, and therefore 


Natural should retain the money collected under bond during that period. 
P, 728. 


Clarence W. Miles, Harrison L. Winter of Miles & Stockbridge, Charles C. 
McDugald, and D. H. Culton of Morgan, Culton, Morgan, Britain, and White, 
for Natural Gas Pipeline Co. of America. 


Louis L. Da Pra and Bernard A. Foster for the staff of the Federal Power 
Commission. 


Simpson, Presiding Examiner: This proceeding involves a determination under 
H section 4 of the Natural Gas Act (hereinafter act) as to the lawfulness of rates, 
charges, and classifications, subject to the jurisdiction of the Commission, con- 
tained in a gas tariff filed by Natural Gas Pipeline Co. of America (hereinafter 
Natural) on October 12, 1951, in anticipation of the taking of natural gas from 
Texas Illinois Natural Gas Pipeline Co. (hereinafter Texas Illinois), com- 
mencing about December 1, 1951, for sale by Natural to certain gas distributing 
companies for resale, which gas tariff was suspended by the Commission pursuant 
to certain provisions of section 4 (e) of the act.* 


*Initial decision modified and adopted as so modified on December 14, 1953, by order 
of the Commission, infra, p. 729. 

1Section 4 (e) of the act provides: “‘Whenever any such new schedule is filed the Com- 
mission shall have authority, either upon complaint of any State, municipality, or State 
Commission, or upon its own initiative without complaint, at once, and if it so orders, 
without answer or formal pleadings by the natural-gas company, but upon reasonable 
notice, to enter upon a hearing concerning the lawfulness of such rate, charge, classification, 
or service; and, pending such hearing and the decision thereon, the Commission, upon 
filing with such schedules and delivering to the natural-gas company affected thereby a 
statement in writing of its reasons for such suspension, may suspend the operation of such 
schedule and defer the use of such rate, charge, classification, or service, but not for a 
longer period than 5 months beyond the time when it would otherwise go into effect: 
Provided, That the Commission shall not have authority to suspend the rate, charge, 
classification, or service for the sale of natural gas for resale for industrial use only; 
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In an opinion and order entered June 13, 1950 (docket No. G—1246), and a re- 
lated subsequent order entered December 1, 1950 (docket No. G—1477), the 
Commission in effect issued certain certificates of public convenience and neces- 
sity to Texas Illinois subject to the condition that Texas Illinois contract to de- 
liver to Natural 81,822 M. ec. f. of natural gas per day for resale by Natural in 
stated amounts to certain specified distributing companies then served by 
Natural and to Interstate Power Co. (hereinafter also Interstate). 

Thereafter, Texas Illinois entered into a 20-year service agreement with 
Natural dated April 5, 1951, providing for various annual daily contract quanti- 
ties up to 81,822 M. c. f. commencing November 1, 1953,* subsequently (October 
12, 1951) filing its F. P. C. gas tariff original volume No. 1 (effective November 
1, 1951), which proposed a rate to general service customers consisting of the 
sum of a demand charge of $2.50 per month per M. c. f. of daily contract quantity 
and a commodity charge of 16 cents per M. c. f. for all natural gas delivered 
during the month, and a rate for surplus (interruptible) gas of 16 cents per 
M. c. f. of natural gas delivered. 

On April 17, 1951 (effective June 1, 1951), Natural filed its F. P. C. gas 
tariff, first revised volume No. 1 (superseding original volume No. 1), which 
proposed, among other things, a rate consisting of the sum of a demand charge 
of $1.35 per month per M. c. f. of the first block of billing demand and $2.50 per 
month per M. c. f. of the balance of the billing demand, and a commodity charge 
of 6.67 cents per M. c. f. for all gas delivered each day up to an amount equal to 
the first block of the billing demand and 16 cents per M. c. f. for the balance 
of gas delivered each day.* The same schedule proposed a rate of 16 cents per 
M. c. f. of natural gas delivered on an interruptible basis. As of the same 
date Natural filed service agreements with 17 of its customers providing for 
delivery through October 31, 1951, of the same daily contract quantity previous- 
ly allocated to each from Natural’s system capacity, and, additionally, by 
periodic increases, as individually provided, the ultimate amount specified for 
each distributing company in the Commission’s order In the Matter of Texas 





and after full hearings, either completed before or after the rate, charge, classification, or 
service goes into effect, the Commission may make such orders with reference thereto as 
would be proper in a proceeding initiated after it had become effective. If the proceeding 
has not been concluded and an order made at the expiration of the suspension period, on 
motion of the natural-gas company making the filing, the proposed change of rate, charge, 
classification, or service shall go into effect. Where increased rates or charges are thus 
made effective, the Commission may, by order, require the natural-gas company to furnish 
a bond, to be approved by the Commission, to refund any amounts ordered by the Com- 
mission, to keep accurate accounts in detail of all amounts received by reason of such 
increase, specifying by whom and in whose behalf such amounts were paid, and, upon 
completion of the hearing and decision, to order such natural-gas company to refund, with 
interest, the portion of such increased rates or charges by its decision found not justified. 
At any hearing involving a rate or charge sought to be increased, the burden of proof to 
show that the increased rate or charge is just and reasonable shall be upon the natural-gas 
company, and the Commission shall give to the hearing and decision of such questions 
preference over other questions pending before it and decide the same as speedily as 
possible. (52 Stat. 822 (1938) ; 15 U.S. C. 717¢ (1946). 

*November 1, 1951, through October 31, 1952: 46,620 M. ec. f.; November 1, 1952, 
through October 31, 1953: 75,907 M. ec. f.; November 1, 1953, to end of term: 81,822 
M. c. f. Superseding an earlier agreement dated July 5, 1950, providing for an eventual 
daily contract quantity of 63,318 M. ec. f., and an agreement dated December 1, 1950. 

* Rate schedule CD-1, general service, firm. The first block of billing demand for all 
customers totaled the 519,331 M. c. f. of Natural’s sales capacity allocated among customers 
purchasing gas of Natural for resale prior to the provision for additional gas contained in 
the Commission’s orders entered in Docket Nos. G—-1246 and G—1477, aforesaid. 

* Rate schedule I-1, interruptible service, surplus gas. 
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Illinois Natural Gas Pipeline Co., docket No. G-1477, supra, out of the total of 
81,822 M. c. f. of additional gas there provided. 

On April 20, 1951, the Secretary of the Commission advised those deemed by 
him to be interested, including Natural’s wholesale purchasers for resale, of 
the filing of Natural’s F. P. C. gas tariff, first revised volume No. 1. While the 
Chicago companies * and a number of “outside” customers (including Interstate) 
stated in reply that the tariff as filed was satisfactory or they had no objec- 
tion to it, 10 others, according to the evidence, either did not respond, or their 
responses were noncommittal.° By order issued May 31, 1951, the Commis- 
sion suspended Natural’s proposed gas tariff (first revised volume No. l, 
supra) and the service agreements filed concurrently therewith and provided 
for a hearing concerning the lawfulness of the rates, charges, and classifica- 
tions set forth in such tariff at a date and place to be thereafter fixed by the 
Commission. Subsequently, before the hearings commenced herein, Natural 
filed its proposed F. P. C. gas tariff, first revised volume No. 1 (issued October 
12, 1951), which consisted of a restatement of its previous filing of April 17, 
1951, supra, without change in rate or price, allegedly, setting forth only changes 
in language and arrangement requested by the staff.’ Natural requested per- 
mission, pursuant to the Commission’s rule in the premises, to have this later 
filing replace and supersede its previous filing of April 17, 1951, supra. By 
order issued October 31, 1951, supra, the Commission granted such permission 
and, as it had the superseded filing, suspended the proposed tariff under the 
provisions of section 4 (e) of the act to the date of November 1, 1951, making 
the superseding tariff the subject of hearing pending. 

Pursuant to order of the Commission, with the undersigned examiner presid- 
ing, public hearings were duly held in these proceedings concerning the lawful- 
ness of the rates, charges, and classifications of Natural’s proposed tariff on 
November 20 and 21, 1951, and on January 30, October 7, 8, 9, and 29, 1952, con- 
cluding on the latter date.’ 

Appearances in this proceeding were entered on behalf of the three interveners 
Northern Indiana Public Service Co., Public Service Co. of Northern Illinois, 
and The Peoples Gas Light & Coke Co. (hereinafter Chicago companies), the in- 


5“Chicago companies” comprise Northern Indiana Public Service Co., The Peoples Gas 
Light & Coke Co., and Public Service Co. of Northern Illinois, infra. 

* The 10 and their allocation out of the 81,822 M. c. f. of additional gas available were: 
Allied Gas Co. (Rochelle) 506 M. ec. f.; Central Illinois Electric & Gas Co. 8,281 M. ¢. f.; 
Central Ste.es Electric Co. (since merged with Iowa Electric Light & Power Co.) 2,478 
M. ec. f.; Illinois Power Co. (La Salle) 2,319 M. c. f.; Iowa Southern Utilities Co. 1,185 
M. ec. f.: Kewanee Public Service Co. (since merged with Illinois Power Co.) 2,001 M. c. f.; 
North Shore Gas Co. 6,924 M. c. f.; Princeton Gas Service Co. 206 M. c. f.; United Gas 
Service Co. 106 M. ec. f.; Wilson Gas Co. 76 M. c. f.; for a total of 24,082 M. c. f., i. e., 
29 percent of the total of 81,822 M. c. f. available. 

7 The preamble of the Commission’s order of October 31, 1951, referred to in the text of 
this decision, states that the changes related to availability, penalty for unauthorized takes 
in excess of contract demand, delivery pressure, statutory regulation, billing and payment, 
procedure sor increasing daily quantity, and the form of service agreement. In further 
accordance with a plan of operations whereby Chicago District Pipeline Co. would function 
only as a transportation company. the restatement of the tariff also eliminated the 
previously proposed sale to Chicago District of natural gas for losses and its own use. 

8In addition the Commission heard oral argument on December 10, 1951, on motions 
filed by Natural on November 1 and 21, 1951, requesting the Commission to lift suspension 
of Natural’s F. P. C. gas tariff, first revised volume No. 1, and for other relief, and on 
motions filed by staff counsel on November 26, 1951, and by the Director of Price Stabiliza- 
tion on November 30, 1951, respectively, requesting the Commission to dismiss Natural’s 
application for the increase in rates and charges and changes in classification contained 
in such tariff. 
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terveners city of Chicago, Illinois Commerce Commission, Iowa Power & Light 
Co., and Wisconsin Southern Gas Co., as well as on behalf of the applicant, the 
Commission staff, and the intervener Director of Price Stabilization. Main and 
reply briefs have been filed simultaneously by applicant, the intervener Chicago 
companies jointly, and Commission staff counsel. Simultaneously main briefs 
were also filed severally by the interveners city of Chicago, Illinois Commerce 
Commission, and Director of Price Stabilization. 

The record of hearing (excluding the day of oral argument before the Commis- 
sion) consists of 823 pages of transcript, 29 exhibits totalling approximately 250 
pages, and 45 items incorporated by reference. 


THE ISSUES 


Under the provisions of section 4 (e) of the act, the matter directly at issue 
in this rate suspension proceeding is whether Natural’s proposed F. P. C. gas 
tariff, first revised volume No. 1 (issued October 12, 1951), as to rates, charges, 
classifications, or service is lawful, the burden being imposed upon applicant 
(Natural) by section 4 (e) to show that any increased rate or charge is just and 
reasonable.” 

According to the Commission’s order dated January 8, 1952, reconvening the 
hearing in these proceedings, among the issues presented by the suspension under 
section 4 (e) of the changes proposed by Natural to its F. P. C. gas tariff, 
original volume No. 1, are the questions: 

(1) Whether the “incremental” form of rate as proposed by Natural is just 
and reasonable (or some other, such as the “rolled-in” form) ; 

(2) Whether the level of rates proposed by Natural is just and reasonable (or 
some other). 

During the course of the proceedings, as a result of a prehearing conference 
beld at Natural’s request, a stipulation was filed (August 15, 1952), executed by 
Natural and interveners, and approved and accepted by the Commission. As a 
consequence the principal matters remaining at issue consist of (a) whether the 
form of Natural’s proposed rate is just and reasonable, and (b) the rate of re- 
turn to be allowed herein. 


CONTENTIONS OF PARTICIPANTS 


Applicant, Natural Gas Pipe Line Co. of America (Natural).—Natural con- 
tends, in substance, that its proposed tariff is in form consistent with the Com- 
mission’s orders in docket Nos. G-1246 and G-1477 providing, in effect, for natu- 
ral gas purchase by Natural from Texas Illinois to meet the requirements of 
customers west of Joliet, Ill., including Interstate Power Co. (Interstate) as a 





®It may be noted that since the subsequent lifting of price controls the Director of Price 
Stabilization now performs only limited functions of a nature distinct from those upon 
which his intervention in this proceeding was founded. 

Note. On application filed by Natural, and pursuant to provisions of section 4 (e) 
of the act, Natural’s rates here proposed went into effect December 1, 1951, under bond 
(Commission’s order issued December 5, 1951). 

1 In its motion to lift suspension filed November 1 and 21, 1951, respectively, Natural 
contended that its proposed tariff is, with respect to its first block rate, solely a restate 
ment of its F. P. C. gas tariff, original volume No. 1, and is, with respect to its second 
block rate, a new and initial service, and that such tariff is therefore not properly subject 
to suspension. In its order dated January 8, 1952, denying Natural’s motions to lift sus- 
pension, the Commission in effect rejected both contentions and concluded that it had 
properly and lawfully suspended the proposed tariff. Though Natural, in its main brief, 
attempts to reserve the right to reassert such contention in other and further proceedings 
hereunder, it apparently, and properly, conceives of the Commission's rejection, as 
presently, at least, establishing the law of the case. 
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new customer; and that a rolled-in rate would ignore cost of service and the 
identity of beneficiaries of additional gas obtained from Texas Illinois, and 
would result in undue discrimination against the Chicago companies and undue 
preference to Natural’s downline (“outside”) customers.” 

Natural also contends, in substance, that the Commission is without statutory 
power to impose a rolled-in rate under the facts and circumstances presented in 
this proceeding as section 4 of the act contains no grant of authority to the Com- 
mission to order the filing of new rate schedules and section 5 of the act prohibits 
the Commission ordering a rate increase, and that imposition of a rolled-in rate 
would do violence to an alleged prerogative of the utility to initiate rates. 

Natural further alleges and contends that the annual earnings of Natural 
will neither be increased nor decreased as a result of its proposed tariff; that 
a fair and reasonable return for Natural would be not less than 644 percent; 
and that Natural can earn under its proposed form and level of rates but 
5.99 percent of its average net investment rate base. 

Natural asserts that staff has the burden of proof with respect to its proposal 
of a rolled-in rate, its recommended level of proposed rate, and its recommended 
return, and that staff has failed to sustain such burden of proof. 

Commission staff counsel.—Staff counsel contends, in substance, that Natural 
is rendering to all of its customers a single service; that all customers of Natural 
receive a benefit from Natural’s additional supply of gas; that the costs attribut- 
able to the purchase of such additional gas cannot be “exactly” determined or 
traced to particular customers; that Natural’s proposed “two block” rate form in 
effect establishes a different average rate for customers having similar or 
equal conditions of service ; that, therefore, the form of rate proposed by Natural 
is unjust, unreasonable, unduly discriminatory, and preferential; and that a 
uniform rolled-in rate for Natural is just, reasonable, nondiscriminatory, and 
nonpreferential. 

Staff further contends that the evidence of record supports a finding that a 
rate of return of 5°%4 percent is fair and reasonable; that a rate schedule for 
contract-demand service having a monthly demand charge of $1.20 per M. ec. f. 
and a commodity charge of 8.19 cents per M. c. f., together with a rate schedule 
for interruptible service of 16 cents per M. c. f. would result in gross annual 
revenues (1952) sufficient to recover the cost of Natural’s jurisdictional service, 
and would be just and reasonable; and that Natural has not discharged the 
burden of proof imposed upon it by section 4(e) of the act. 

Interveners, Northern Indiana Public Service Co., The Peoples Gas Light € 
Coke Co., and Public Service Co. of Northern Illinois (Chicago companies) .°— 
These interveners contend that Natural’s proposed block form rate (a) protects 
each customer’s right to its previously allocated portion of Natural’s gas, (b) 
recognizes and measures the actual increased cost associated with Natural’s pro- 
viding additional gas to “outside” customers, (c) requires that each customer pay 
a rate which reflects the direct benefit received by it from the construction of 
Texas Illinois’ new facility, and (d) is therefore a fair, reasonable, equitable, 
nondiscriminatory and nonpreferential rate. 


1 Thus, allegedly, the Chicago companies are totally excluded from any participation in 
Natural’s block of Texas Illinois gas, and under the rolled-in rate would be subjected to a 
rate increase (or deprived of a rate decrease) whenever in future time Natural’s “outside” 
customers purchased further additional gas from Natural obtained in turn from Texas 
Illinois—even though there should be no increase in the contract demand under which the 
Chicago companies purchase gas from Natural. 

% Also, hereinafter, respectively, Northern Indiana, Public Service, and Peoples. 
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These interveners assert that under staff’s proposed rolled-in rate, com- 
mencing in the year 1952, each of them (and their own customers) would be 
required to pay higher rates to Natural, solely because of “outside” customers 
receiving additional gas from Natural, while the Chicago companies are still 
required to purchase additional gas directly from Texas Illinois at the latter’s 
substantially higher rate;™ that under such proposed rate the Chicago com- 
panies would thus, and without legal justification, be required to subsidize 
a part of the cost of providing a benefit to “outside” companies to a combined 
total, during 1952, of approximately $1,600,000 which would increase in later 
years; that, therefore, staff’s proposed form of rate is unjust, unreasonable, 
inequitable, discriminatory and preferential; and that the Commission is 
without power under section 5 of the act to issue an order which would have 
the effect of raising existing rates to the Chicago companies. 

Intervener, Illinois Commerce Commission.—This intervener contends that 
under staff’s proposed rolled-in rate Peoples and Public Service would be re- 
quired to pay 69.5 percent of the higher level of cost of the 81,822 M. c. f. of 
Texas Illinois gas to be furnished by Natural to “outside” customers while 
continuing to pay a demand charge of $2.50 and a commodity charge of 16 cents 
for the 65.6 percent of Texas Illinois’ capacity allocated to Peoples and Public 
Service; that such payment by those 2 companies with respect to the 81,822 
M. c. f. allegedly totaling $1,496,519 * would represent a shifting of the cost 
of serving one set of customers to another such set and thus constitute at once 
a subsidy by Peoples and Public Service of Natural’s “outside” companies and 
a discrimination against Peoples and Public Service; and that, therefore, staff's 
proposed rolled-in rate would be discriminatory, preferential and inequitable. 

The intervener urges that the Commission approve the block form of rate 
submitted by Natural in this case. 

Intervener city of Chicago—The city of Chicago contends that Natural’s 
proposed rate establishes classes of rates based on varying costs; that under 
staff’s proposed rolled-in rate greater Chicago would be required to bear 80 
percent of the additional cost of the high priced Texas Illinois gas purchased 
by Natural for “outside” customers only; and that under staff’s rate form 
there would be imposed upon the residents of Chicago a 0.9 cent per M. ec. f. 
increase without any increase in the quantity of gas previded. This intervener 
also urges that the form of rate proposed by Natural be adopted in these 
proceedings. 

Others.—The functions of the Director of Price Stabilization have been sub- 
stantially modified since his intervention in these proceedings. A summary 
of the contentions made by the Director are nevertheless set forth in the ac- 
companying footnote.” 

The other two interveners who entered appearances in this proceeding did 
not file briefs.° One, Wisconsin Southern Gas Co., made an oral statement 
of record with respect to Natural’s penalty provision which in effect was sub- 
sequently withdrawn. 





%3Public Service, however, being entitled to a small amount of additional gas from 
Natural as successor by merger with Illincis Northern Utilities Co. 

141952. 

% The Director contended that the reasonable and proper rate of return for Natural is 
not in excess of 5% percent, and that the additional revenue sought by Natural in this 
proceeding would contribute signficantly and unjustifiably to further inflation in con- 
travention of public policy. 

1%* Iowa Power & Light Co. and Wisconsin Southern Gas. Co. 
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DISCUSSION OF THE EVIDENCE 


Jurisdiction.—Natural owns and operates an integrated looped main natural- 
gas transmission system, consisting, substantially, of parallel 24-inch and 26-inch 
pipelines, extending from the Panhandle gas field in Texas to a point near Joliet, 
Ill. This system includes in its southern portion a relatively short 26-inch pipe- 
line connection with the Hugoton gas field in Oklahoma, and, in its northern 
portion, a 20-inch lateral extending from the main system at Geneseo, Ill. (west 
of Joliet) northeastwardly to the Illinois-Wisconsin State line, and a 16-inch 
extension from this lateral to Volo and Gray’s Lake, III. 

By means of the above transmission system Natural sells natural gas for 
resale under contract demand type of agreements with the Chicago companies 
and 14 so-called “outside” companies operating in Kansas, Nebraska, Iowa, 
Illinois, and Wisconsin, and sells natural gas under firm contracts with certain 
main line industrial customers. As a result of the foregoing operations Natural 
delivers from its own transmission system facilities to the Chicago companies 
up to 409,481 M. ec. f. per day, to the “outside” companies up to 109,850 M. c. f. 
per day,” and to main line industrials 3,419 M. c. f. per day, for a total of 522,750 
M. ec. f. representing pipeline system total sales capacity per average day.” 

Also by means of the foregoing transmission system and operations natural 
gas obtained by Natural in and from fields located in Texas and Oklahoma is 
transported by Natural into and through the various states aforesaid. Accord- 
ingly, Natural is engaged in the transportation of natural gas in interstate com- 
merce. Further, sales by Natural of such natural gas to the Chicago and “out- 
side” customers are sales in interstate commerce of natural gas for resale for 
ultimate public comsumption. 

Natural is, therefore, a natural-gas company within the meaning of the act 
and its foregoing sales for resale are subject to the jurisdiction of the Commission 
with respect to the issues here involved.” 


The form of rate 


Natural’s method of making additional (Texas Illinois) gas available ——Cus- 
tomer demands subject to the demand charge contained in Natural’s proposed 
first block rate total Natural’s transmission system sales capacity allocated to 
sales for resale in accordance with service agreements in effect prior to December 
1, 1951, when deliveries of natural gas first became available to Natural from 
the facilities of Texas Illinois for the former’s use in the Chicago area, and the 
individual customer’s demands within this block consist of the respective maxi- 
mum daily demand contracted for in accordance with such prior service agree- 
ments. 

Customer demands subject to the demand charge contained in Natural’s pro- 
posed second block rate consist of additional demands contracted for by Natural’s 
“outside” customers, in their several respective service agreements, up to the 
amounts, in each case, designated in the Commission’s order in G—-1477 (supra). 

Service agreements entered into by Natural and its sale for resale customers 
for the purpose of making available to each such customer its aliquot of the 





17 Plus additional gas becoming available from the facilities of Texas Illinois by displace- 
ment at Chicago. 

#8 At an assumed 1,000 B. t. u. 

7 As to Natural’s status as a natural-gas company see also, Illinois Commerce Commis- 
sion v. Natural Gas Pipeline Co. of America, et al. (G—109, G—112, 1940), 2 F. P. C. 218, 
233; order issued October 13, 1942 (G—235), 3 F. P. C. 830; In the Matters of Natural Gas 
Pipeline Co. of America, et al. (G—651, G—664, 1946), 5 F. P. C. 85, 91-92; order issued 
January 29, 1947 (G—771), 6 F. P. C. 353; order isued December 22, 1950 (G-1536), 9 
F. P. C. 1365. 
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additional gas provided by deliveries by Texas Illinois stated a term of 15 years 
(and thereafter until canceled) and provided for the customer taking initially 
the same quantity of gas taken by it immediately prior to November 1, 1951, and 
thereafter additional quantities at stated intervals up to the Commission’s desig- 
nated quantity (G—1477, supra) effective November 1, 1953, for the remainder 
of the term.” 

Natural’s own transmission system is operating effectually at full delivery 
capacity. Accordingly, additional deliveries to Natural’s “outside” customers, 
without a corresponding increase in Natural’s sales capacity, would result in the 
latter being unable to meet daily contract quantity commitments to the Chicago 
companies by a corresponding amount—that is, when Natural commences to de- 
liver to “outside” customers the full 81,822 M. c. f. of additional firm gas for 
which it has contracted under its customer service agreements (November 1, 
1953), it would be short by an equal amount in quantities or deliveries contracted 
to the Chicago companies which total 409,481 M. c. f. per day.” 

Natural and Texas Illinois each make deliveries from their respective systems 
at Joliet, Ill., to the facilities of Chicago District for transportation and delivery 
by the latter to each of the Chicago companies in accordance with the respective 
service agreements between Natural or Texas Illinois and each Chicago company. 
Also, Natural and Texas Illinois each make deliveries at Volo, Ill, to Public 
Service. As there are no crossovers, tie-ins, or other physical connections be- 
tween the two systems, Texas Illinois has contracted to make deliveries for 
Natural’s account at both Joliet and Volo to enable Natural to meet contract 
commitments to each of the Chicago companies and at the same time, by such 
“displacement” at Chicago, to increase deliveries downline to the total of 81,822 
M. ec. f. per day. 

The quantity of natural gas delivered by Texas Illinois to Public Service at 
Volo can be determined separately from deliveries by Natural, but ultimate de- 
liveries by either to each of the Chicago companies cannot be determined directly 
as all quantities of natural gas delivered to Chicago District for redelivery to 
such companies become mixed and lose identity upon the latter’s system. 
Accordingly, for billing purposes, Natural, and the other parties involved, 
assume that Natural meets its contract demand commitment with each of the 
Chicago companies first, and that deliveries over and above such contract 
demands are (1) firm deliveries by Texas Illinois up to the latter’s daily total 
contract commitments, and (2) interruptible deliveries by Texas Illinois beyond 
such total.” 

Natural’s proposed method of billing—With the exception of the Chicago 
companies and the new customer, Interstate, Natural proposes to bill its cus- 
tomers in such a manner as to show deliveries and charges under each of the 


In each instance, the service agreement provided that it superseded and canceled, 
as of its effective date, all of the outstanding agreements between Natural and buyer for 
the sale of natural gas by Natural to buyer. Later service agreements, filed but not offered 
in evidence, do not appear to effect changes material to the issues. It may be noted in 
this connection that Natural’s former customer, Central States Electric Co., merged into 
Iowa Electric Light & Power Co. as of August 16, 1951, Kewanee Public Service Co. into 
Illinois Power Co. as of December 31, 1951, and that Illinois Northern Utilities Co. has 
also merged into Public Service Co. of Northern Illinois. 

“ Including, however, 7,052 M. c. f. formerly contracted to Illinois Northern Utilities 
Co. since merged into Public Service. 

2 Conversely, by subtracting the total of all volumes computed to have been sold the 
Chicago companies by Texas Illinois from the physical delivery by the latter there may be 
determined the volume deemed sold to Natural. As of the time of hearing Natural’s con- 
tract quantity with Texas Illinois was 52,665 M. c. f. per day, increasing to 79,135 M. c. f. 
on November 1, 1952, and the full amount of 81,822 M. c. f. on November 1, 1953. 
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two blocks of its proposed tariff. The Chicago companies would continue to 
receive a bill from Natural for their respective original contract quantities 
under block 1,” but would receive a further bill direct from Texas Illinois at 
the latter’s $2.50 and 16 cent rate for gas additional to Natural’s block 1 quantity. 
Natural’s new “outside” customer, Interstate, would be considered as receiving 
all of its supply under Natural’s proposed second block. 

At 100 percent assumed load factor the average cost of natural gas under 
Natural’s first block would be approximately 11.2 cents per M. c. f. and under 
the second block would be approximately 24.2 cents per M. c. f. 


The equities 


Natural’s evidence pertaining to the equities ——Natural’s witness on the sub- 
ject of rate form testified to the effect that Natural’s capacity to deliver 519,331 
M. ec. f. of natural gas for sale for resale was fully allocated by its several service 
agreements with customers existing prior to April 17, 1951; that the Chicago 
companies obtain no additional natural gas from Natural; and that the first 
block of Natural’s proposed tariff was therefore designed to retain for each of 
Natural’s customers, including the Chicago companies, the same contract quan- 
tity of gas that it had in the past at the same charges then in effect ($1.35 
demand, 6.67 cents commodity). The witness also testified that customers en- 
titled to purchase increased quantities in consequence of Natural’s purchases 
of additional gas from Texas Illinois would be permitted to do so at charges 
equal to (1) those paid by Natural to Texas Illinois for equivalent quantities of 
displacement gas and (2) those also paid by the Chicago companies to Texas 
Illinois for additional gas, and that in this form Natural’s proposed rate recog- 
nizes specific costs directly associated with the additional service to customers. 
The same witness further testified that Natural’s proposed method of billing 
would place Interstate on a parity with other gas distributing companies obtain- 
ing natural gas for the first time by means of direct delivery from Texas Illinois 
facilities, instancing specifically (1) Allied Gas Co., a customer of Natural prior 
to April 17, 1951, but now also a purchaser direct from Texas Illinois for natural 
gas to supply 7 communities adjacent to Texas Illinois’ new facilities, and 
(2) Union Gas & Electric Co. serving Bloomington, I1l. 

Chicago companies’ evidence pertaining to the equities —Witnesses for each of 
the Chicago companies ™ testified to the effect, severally, that the application of 
an overall rolled-in rate would force each of such companies, and ultimately their 
customers, to bear a substantial part of the cost of an additional supply of natural 
gas specifically earmarked for Natural’s “outside” customers in which the Chicago 


23 Public Service, however, would receive a bill showing a charge under the second block 
for the amount allocated it as successor to Illinois Northern Utilities Co. 

*4 Peoples, a public utility under the laws of Illinois, is engaged in the business of man- 
ufacturing, purchasing, distributing and selling gas, serving some 936,000 customers 
within the city of Chicago which has a population of 3,600,000 (1950). It purchases 
223,347 M. c. f. per day from Natural and is entitled to purchase 82,788 M. c. f. per day 
from Texas Illinois. Public Service, a public utility under the laws of Illinois, is engaged 
also in the business of manufacturing, purchasing, distributing and selling gas, serving 
some 400,000 customers within a service area comprising 227 communities in northern 
Illinois outside the city of Chicago, having a total population of approximately 1,300,000 
(1950). Public Service purchases 150,124 M. c. f. per day from Natural (plus additional 
block 2 gas as successor by merger to Illinois Northern Utilities Co.) and purchases 152,830 
M. c. f. per day from Texas Illinois. Northern Indiana, a public utility operating in 
Indiana, is engaged in distributing gas to some 223,000 consumers of northern Indiana, 
180,000 of whom are supplied with gas purchased from Natural and Texas Illinois. It 


purchases 36,010 M. c. f. per day from Natural and is entitled to purchase 47,830 M. c. f. 
per day from Texas Illinois. 
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companies and their customers obtained no share and from which they obtained 
no benefit.” 

Cost of service as a factor.—Staff’s witness on the subject of rate form testified 
that the cost of Natural’s block 2 and surplus gas was not definitely identifiable 
and that only a general relationship existed between purchases of natural gas 
from Texas Illinois and sales by Natural under its block 2 and interruptible 
schedules. He based these opinions upon further testimony that on an average 
Natural had purchased from Texas Illinois each month from December 1, 1951, 
through June 1952 substantially less gas than it billed as block 2 sales under 
its CD-1 rate and as surplus gas sales under its I-1 rate, and on certain days 
purchased no gas whatsoever from Texas Illinois, although then selling substan- 
tial quantities at block 2 and the I-1 rates. He inferred that Natural used for 
such sales under such circumstances capacity in excess of average day capacity 
as well as gas not taken by those customers who operated at less than 100 percent 
load factors.” He also noted that there were days when Natural’s purchases 
from Texas Illinois exceeded sales of block 2 and surplus gas. The witness con- 
cluded that Natural’s proposed form of rate does not give recognition to costs 
directly associated with service and that the cost to Natural of gas purchased 
from Texas Illinois constitutes only an element of overall system cost similar 
to cost of other gas purchased. 

Natural’s witness conceded that Natural can deliver more than its average 
daily capacity of 522,750 M. c. f. during periods of the winter when circumstances 
are favorable and low flow temperatures exist, but testified that on the contrary 
Natural is unable to deliver as much as its average daily capacity during the 
summer and early fall, when high flow temperatures exist, and further testified, 
without contraction or impeachment, to the effect that, for the future, over a 
full 12-month period of normal operations, the quantity of gas purchased from 
Texas Lllinois will, for all practical purposes, closely equate to the quantities 
sold by Natural as block 2 and as interruptible or surplus gas under the I-1 rate 
schedule.” 

It appears from the evidence in this proceeding that on the basis of pipeline 
sales capacity Natural has no substantial amount of interruptible gas for sale as 
surplus gas and but a limited amount available therefor as a result of its firm 
purchases from Texas Illinois. 

Staff witness further testified that Natural’s proposed incremental rate did not 
carry its full share of added billing and other costs, including particularly ad- 
ministrative and general costs. Natural’s obligation to make increased deliveries 
to customers entails no increase in its facilities or its investment therefor, and 
Natural’s witness testified without contradiction, and it is herein found that the 
foregoing added costs are very minor. 

It is found that the preponderance of the evidence of record rebuts the testi- 
mony of staff's witness that there is only a general relationship between the 
purchases of gas by Natural from Texas Illinois and Natural’s billing of block 
2 and interruptible gas, and consequently his conclusion therefrom that the 


7% Excepting the 5,339 M. c. f. Public Service obtains (1952) as successor by merger to 
Illinois Northern Utilities Co. for use in an area not a part of suburban Chicago. 

26 The witness testified there were 6 customers whose load factors would be less than 100 
percent even in 1954, and that it was his opinion that it could be a considerable time 
before all of Natural’s customers use all of their block 1 gas 100 percent of the time. 

27 It appears that due to operating conditions in a natural gasoline plant approximately 
58 percent of the unbalance of 1,832,171 M. c. f., staff’s witness found for the period 
January 1, 1952, through August 1952 is attributable to a higher B. t. u. of Natural’s 
system gas than is normal. 
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costs involved in connection with such billing cannot, for the purpose of deter- 
mining the equities, be effectually identified. 

The situation that peculiarly characterizes Natural’s rate proposal is that the 
allocation of additional costs to those consumers who obtain the benefit of 
Natural’s purchases of additional natural gas from Texas Illinois, and its con- 
sequent additional sales capability, necessarily requires the use of an imputed 
cost, because such customers, as a matter of practical operation of Natural’s 
system, will actually obtain additional gas from Natural’s field sources involving 
lower costs. Commission staff’s recommendation of a rolled-in rate provides a 
formula that ostensibly avoids the same problem of imputed costs, but does in- 
volve the payment by the Chicago companies of a substantial increase for the 
very deliveries that Natural is already committed to make to them,” all because 
of the mere substitution, as to them, of an ultimate source of supply for the 
convenience only of Natural as vendor and others as vendees. Thus, in fact, 
staff’s proposed rate form does impute cost to the Chicago companies. 

Common benefits as a factor.—Staff’s witness testified to the effect that the 
two sources, that from Texas Illinois and Natural, operate as complementary 
sources of supply and as one integrated system, that all of Natural’s sales for 
resale customers receive a benefit from such dual sources of supply, and that 
all receive from Natural a single and the same service (i. e., contract demand 
service). The substance and intendment of this testimony is contradicted by 
that of Natural’s witnesses and those who testified on behalf of the intervener 
Chicago companies, supra. In fact, the evidence of record is that though Natural 
and Texas [Illinois may be able to procure temporary gas one from the other in 
the event of an emergency, each has contracted for deliveries totaling substan- 
tially the capacity of its respective facilities, and each operates its system 
separately from that of the other. Neither functions in fact as standby for the 
other, nor has Natural had such a history of breakdown as would justify giving 
this possibility any substantial effect. 

The acquisition by Natural from Texas Illinois of an additional 81,822 M. c. f. 
to enable it to avoid what would otherwise be a resultant deficiency in its de- 
liveries of contract quantities to the Chicago companies confers no benefit, 
tangible or otherwise, upon the Chicago companies over and above their pre- 
viously existing rights as customers of Natural.” 

The preponderance of the evidence is that the cost of gas purchased by Natural 
from Texas Illinois represents cost of service under the second block to outside 
customers and in no wise cost of service to the Chicago companies.” 

Commission decisions cited.—The policy of the Commission as expressed in 
cases cited by respective counsel in their several briefs appears to be to fix 


78 Assuming, for purposes of illustration, an average demand charge that would yield the 
same total revenue as Natural’s block demand charges and an average commodity charge 
that would yield the same total revenue as Natural’s block commodity charges (exs. 16 and 
17), the Chicago companies would be required to pay the following additional amounts 
without any accompanying increase in gas deliveries to them: 


1952 1954 
BU aacectiisnssis pth amit apcinnectniouvis tan pan sind da Scat $939, 222 $1, 301, 544 
i Oe eS a ne ee ee 475, 555 607, 926 
PTE: DR ies cen mmecteindeenens 151, 422 209, 847 


i sicnickcn lect das snisnedisiieailacbitianaiincen ssn italia inidaiegsikelbsibate 1, 566, 199 2,119, 317 
2° The benefit Public Service derives as successor by merger to Illinois Northern Utilities 
Co. is of no substantial importance here. 


* Again, excepting the circumstances of the relatively small amount of additional gas 
acquired by Public Service as successor to Illinois Northern Utilities, supra. 
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rates that are uniform, to the widest extent feasible. But, at the same 
time, the Commission has made it clear that in determining the areas where a 
uniform rate is to prevail consideration should be given to a number of factors, 
including the relative cost of rendering service.“ More recent decisions of 
the Commission cited in staff counsel’s brief indicate that the Commission, when 
requiring the use of uniform rates, has nevertheless intended to maintain con- 
sistency with its past decisions,“ and disclose reliance, not upon “policy” dis- 
sociated from facts in evidence, but, as In the Matter of Trunkline Gas Supply 
Co. (G—882, 1949), 8 F. P. C. 250, 257-8, for example, upon findings relating to 
the character of the facilities and of the cost of service involved,” and, as In the 
Matters of Panhandle Eastern Pipe Line Co., etc. (G—1317, etc., 1951), opinion 
No. 214, upon findings as to correlative and “equal benefits inuring to all cus- 
tomers alike. 

The Chicago companies—further findings and conclusions.—It is further 
found and concluded that an overall rolled-in rate would be unduly discrimi- 
natory against the Chicago companies and unduly preferential in favor of the 
“outside” companies, and would be unjust, unreasonable, and unlawful under 
the act. 

It is further found and concluded that under the foregoing circumstances 
Natural has discharged its statutory burden of proof with respect to its pro- 
posal to make available to the Chicago companies the same quantities of natural 
gas to which they were entitled for use in the Chicago area prior to December 
1, 1951, at rates at least similar to those then in effect. 

The two-block rate form as to “outside” customers.—Staff witness testified 
that incremental (block) rates are inherently inconsistent with the principle 
asserted by him that “uniform rates for the same service is the very essence 
of rate regulation and sound rate making” and are inherently discriminatory. 
He testified that the average cost of natural gas to Natural’s customers under 
the proposed block rate would vary according to the proportions of block 1 
and block 2 gas billed as well as according to load factor. He accepts the fact 
that variation with load factor is a characteristic of any two-part demand and 
commodity rate, but asserts, in effect, that the proportion as between block 1 
and block 2 gas would produce a substantial variation in cost to customers 
due principally to the time of connection of the customer (Interstate) or the 
time of increase in purchases (“outside” customers, other than Interstate) as 
contrasted with effects due simply to load characteristics or service condi- 
tions.” 





31 City of Cleveland v. Hope Natural Gas Co., ete. (G—100, etc., 1942), 3 F. P. C. 150 
190; adopting, however, differentials based upon load factor and delivery pressures. 

2 Louisiana Public Service Commission v. United Pipe Line Co., ete. (G—133, etc., 
1943), 3 F. P. C. 402, 404-5. 

8 Louisiana Public Service Commission v. United Gaa Pipe Line Co., supra. The Com- 
mission adding: “In other words, our purpose is to encourage the establishment of uniform 
rates in regions where substantially the same operating and natural conditions prevail, 
starting with the premise that the widest areas practicable in terms of average costs and 
physical characteristics of service, should be designated.” (405) 

% In the Matter of Trunkline Gas Supply Co. (G—882, 1949), 8 F. P. C. 250, 257-8. See 
also, In the Matters of Panhandle Eastern Pipe Line Co., etc. (G—1317, etc. 1951), opinion 
No. 214, 10 F. P. C. 185. 

% In the Trunkline case, in the foregoing footnote, the Commission stated, “for all intents 
and purposes the Trunkline and Northern Natural projects should be considered as one 
integrated project as uniform service therefrom will be available throughout the main line 
system of Northern Natural, and neither the additional gas nor the facilities could be 
identified with any particular sale.” (257) 

%° The time of increase in purchases (14 “‘outside”’ customers, including Illinois Northern 
Utilities Co., which merged into Public Service) is one and the same date, to wit, in 
December 1951, and not a different individual date for each such customer. 
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Aside from that part of the foregoing testimony which constitutes general 
theorizing by the witness, and basing of opinion upon hypothetical future 
cases and decisions, his conclusions as to fact appear at first and in part to have 
some particular support in the instances of Allied Gas Co. (Rochelle), Illinois 
Power Co., and Iowa Southern Utilities Co. where, under a two-block rate form, 
the overall average cost of gas computed on the basis of 1954 estimated demands 
and with maximum load factors (19.1 cents, 18.0 cents, and 21.7 cents per M. f. ¢c., 
respectively) appear considerably higher than costs obtained from a computation 
based upon rolling-in (averaging) costs estimated by Natural for these cus- 
tomers (1954). 

At this point three alternative rate forms are in theory possible in this pro- 
ceeding. One rate form would result from the adoption for “outside” customers 
of Natural’s proposed two-block rate, another, from the acceptance of staff's 
proposal of a rolled-in rate, and a third from the adoption of a modification 
of either rate form designed to alleviate to some degree the effect of excep- 
tionally low load factors, as in the instance of two of Natural’s smaller cus- 
tomers (United Gas Service Co. and Wilson Gas Co.). The rolled-in rate raises 
the issue of equity and justness in applying a rate form which would neces- 
sarily result in markedly disproportionate increases to the two aforesaid smaller 
customers. The evidence of record in this proceeding affords no foundation 
or justification for such a result. The last alternative raises the question of 
the type of modification to be employed, a matter not tried and with respect to 
which the record in the proceedings is barren. 

Natural’s rate form proposal, the remaining alternative possible on the evi- 
dence, itself raises a question as to the equity of imposing a two-block rate form 
upon the wholesale for resale purchasers, Allied Gas Co. (Rochelle), Illinois 
Power Co., and Iowa Southern Utilities Co., supra, because of the fact that on the 
basis of 1954 estimates the average overall cost of gas to these customers (19.5 
cents, 18.3 cents, and 23.6 cents per M. c. f., respectively) appear to be generally 
high in relation to overall load factor effects. However, at the same time, it is 
to be observed that these three customers comprise all of those receiving an 
allocation of additional gas (item J) which substantially exceeds in amount 
previous daily contract quantities. This factor not only tends to reestablish 
an element of consistency in the estimated effect of applying Natural’s proposed 
rate form to “outside” customers, but presents a situation indicating an instance 
of a degree of advantage to these three customers sufficient to prevail on a 
prima facie basis against other considerations and to support as a matter of law 
Natural’s proposal as to rate form, particularly as the results obtained by the 
application of such form otherwise indicate, on the basis of 1954 estimates and 
considerations above set forth, a reasonable consistency, in the matter of fluctua- 
tion of average costs with load factors, i. e., load characteristics.™ 

Interstate Power Co. (Interstate), under Natural’s proposed rate form, would 
be required to pay the highest average price (24.65 cents per M. c. f.) paid by 
any other of the 14 “outside” customers on an overall basis, but Interstate also 
occupies a special status in other respects. It is a new customer, recently added 
and now served by Natural and only because additional (higher cost) gas has 
become available from Texas Illinois, for the evidence does not establish that 


87 Natural estimates that by 1954 its customers will generally be taking additional gas 
up to the full amounts provided by their present service agreements. Consideration of 
1954 estimates therefore gives a more complete indication of the burden of the proposed 
rate form than would be obtained by confining consideration to 1952 estimates. 

% So, Central Illinois Electric & Gas Co., Iowa-Illinois Gas & Electric Co., North Shore 
Gas Co., and Princeton Gas Service Co. 
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Natural could serve Interstate on a firm basis solely from existing pipeline ca- 
pacity. It is reasonable under the circumstances of this case as disclosed in the 
evidence herein above considered to determine the equitableness of applying 
Natural’s proposed rate form to this customer on the basis of a comparison of the 
cost of gas to Interstate with the cost of additional gas to customers obtaining 
such gas. It is found that the application of a 2-block rate form to Interstate 
is reasonable and equitable.*9 

Further, the conclusions on the evidence in this case, set forth in a preceding 
subhead, that the cost of gas purchased by Natural from Texas Illinois substan- 
tially represents cost of service under Natural’s second block necessarily applies 
to the equities existing between Natural’s “outside” customers, inter sese. 

In accordance with the foregoing considerations, it is found and concluded 
that a 2-block rate form for Natural’s “outside” customers is just and reasonable, 
and that a finding that a rolled-in rate form would be just and reasonable would 
be without foundation in the evidence. 


Cost of service 


The Stipulation.—By formal document filed with reference to section 1.18 (d) 
of the Commission's rules of practice and procedure (August 15, 1952), the 
parties to this proceeding stipulated as to certain matters involved in the de- 
termination of Natural’s cost of service. This stipulation in effect formulates 
the calendar year of 1952 as the test period * and provides, in brief, that the 
allowance in annual operating expenses for gas purchased from Panoma Corp. 
(where an order of the Corporation Commission of the State of Oklahoma 
(cause CD-3048) is involved) shall not exceed the sum fixed by application of 
certain contract prices; that gasoline plant revenues shall be computed at 
5.5 cents per gallon; that regulatory commission expense attributable to the 
instant proceedings shall be amortized over a 5-year period, commencing with 
1952, at $10,856 per year; that the amount of administrative and general ex- 
penses transferred to construction for 1952 shall be $207,810; that, subject to 
certain conditions, taxes paid under protest pursuant to the Texas gathering 
tax act shall be allowed in annual operating expenses; that an annual deprecia- 
tion rate of 3% percent shall be used, except for (a) 2 property accounts where 
a unit of production basis similar to that presently used shall apply and (b) 6 
relatively minor property accounts where methods and rates now used shall 
apply ; that the allowance for working capital shall consist of 45 days expenses 
(804,914), prepayments ($185,656), and material and supplies ($1,186,127), less 
75 percent of income tax accruals.*! 





3° Indeed, by letter dated April 30, 1951, Interstate Power Co. wrote the Commission 
that it made no objection to Natural’s gas tariff as filed (item BB). 

“ This is the first year in which additional gas from the Texas Illinois has been avail- 
able for the entire calendar period. However, a rolled-in rate determined with respect to 
1952 costs would not apply in any future year that purchases from Texas Illinois sub- 
stantially increased, conceivably 1953. 

“The stipulation further provides that Natural shall make such adjustments in its 
miscellaneous revenues, other expenses and rate base as to make them conform to the 
amounts shown on an attached exhibit (exhibit A) made a part of the stipulation. The 
stipulation by its terms is made applicable only to this proceeding and is without prejudice 
to the rights of any party thereto in any other proceeding. 


Note. Exhibit A of the stipulation develops an average net investment rate base for the 
year 1952 consisting of net investment in plant of $72,718,720 and working capital of 
$1,367,523 or $74,086,243. Staff proposed an adjustment to reflect its estimate of Federal 


income taxes. This decision requires no such adjustment. 
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The stipulation has been approved and accepted on behalf of the Commission 
and therefore, perforcedly, the matters there agreed stand in lieu of findings 
and conclusions with respect to such matters initially at issue in this proceeding. 
In accordance with the stipulation, and excepting return, Natural’s estimated 
cost of service for the test period (year 1952) consists of the following: 


Production 
Purchased gas expense 
I ce aa aa alec $4, 574, 711 
I i cs ec sec cite lca ec Aisne en callin 4, 734, 008 
a a a 9, 308, 719 
CORI CII, ONO cise cicstictnpiccieresnnmeatiasiinlaataial 1, 766, 420 
OGRE ROR CTION CRE aiiitisitc cin ccnrtcannsemnninncmiibledin 11, 075, 139 
TiOE SUNN COVED (OF) esccecciittciceriictnciniccceimacninman (2, 523, 202) 
CRO RS SOVGIIINS NG sc cdcecckdktedcendeenccseseweminn (515, 694) 
Is IN I asic nscicancrccetinhiniricieai ae miei akanicaschabaomidaaentn 8, 036, 243 
i ee ee ee ee 4, 090, 789 
Oe Is NINN as is setisacipnrnkinesslnhincimeetstbcasaieebinaeanciananiiins (76, 008) 
SUITE I ities pcitececaceia incline incemereabeniiaiainds 92, 040 
Customers’ accounting expense... ...........1...6.0.25nne 19, 200 
Administrative and general expense_______---------------- 1, 269, 275 
ci aa ticle sien iinet 4, 340, 296 
a la a hc cera bees ca i edlapn inane eaieaasiand om 197, 684 
I a ella 1, 078, 898 
UN NUNN istic scission anole baa i taeda 2, 328, 209 
Se NE I iia htiasessnscssccon stainless ali 21, 376, 626 


With revenues from Natural’s proposed rates and main line sales estimated 
to be $25,811,648, a net operating revenue or return of $4,435,022 is provided for 
the test period or a rate of return of some 5.9863 percent on an average rate base 
of $74,086,243. Staff counsel contends in his brief that a rate of return of 5% 
percent is fair and reasonable. Natural contends that a just and reasonable rate 
of return is not less than 6% percent. 

Rate of return.—Natural’s witness on the matter of rate of return testified that 
the bare cost of money to Natural was 6.175 percent, that taking into account 
certain risks, the computed cost would be 6.652 percent, and that a fair and 
reasonable rate of return would be not less than 6.5 percent. 

Staff’s witness prepared a rate of return study received in evidence as exhibit 
28 which contains various tables, graphs, and notes. The table and graphs are 
based upon standard sources and show assorted general interest,* and natural 
gas “ and other corporate “ financial data. This witness testified principally by 


© Yields on U. S. treasury bonds: partially tax exempt (1920-45 and taxable 1943-52; 
Moody’s bond yield averages according to industry, and of 40 public utilities according 
to ratings, 1920-52. 

* Including capital ratios of natural gas industry 1940-51; bonds of natural gas com- 
panies offered 1935-52 with cost of money and yields; preferred stocks of natural gas com- 
panies issued 1936-52 with costs and yields; common stocks offered 1935-52; earnings 
price ratios of listed common stocks of eight natural gas companies 1940-52 ; earnings price 
ratios, yields, payout, and capitalization of eight natural gas companies ; same general type 
of data for unlisted common stocks of three natural gas companies 1949-52 (capital stock 
ratios 1945-51) ; and brief descriptions of natural gas companies. 

«As to Natural Gas Pipeline Co. of America and The Peoples Gas Light & Coke Co. 
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describing what was contained in exhibit 28, drew no conclusions from his data, 
made no effort, beyond the extremely simplified descriptions contained in the 
exhibit, to compare natural gas companies appearing in his exhibit with Natural 
or to reconcile data pertaining. to such companies with data pertaining to 
Natural, and offered no opinion as to what should be allowed as a fair and 
reasonable rate of return in these proceedings. This witness was not cross- 
examined. 

Natural’s witness testified that money presently invested in Natural’s debt 
securities (52.6 percent of total capitalization at December 31, 1951) was ob- 
tained at a cost of 2.68 percent, without allowance for amortization of debt 
expense. Staff’s exhibit (No. 28) discloses a cost of 2.77 percent, including, 
apparently, the amortization. While it is apparent that Natural could not now 
finance debt requirements at such cost, Natural does not rely upon current cost 
in its proof. 

Natural has no preferred stock in its present capitalization. 

Natural’s common stock has always been closely held, first by its original 
corporate sponsors, and since by its present single parent, Peoples. Market 
quotations for Natural’s common stock are, therefore, not available, and the 
evidence in this proceeding discloses that the business and interests of Natural’s 
parent, Peoples, are so diverse from those of Natural that data relating to 
People’s cost of financing can afford no practical guide, in the determination of 
the cost of equity capital for Natural. 

Natural’s witness determines the bare cost of equity (47.4 percent of total 
capitalization at December 31, 1951) to Natural to be 10 percent, which, to cover 
certain other risks, he adjusts to 11 percent.“ In determining the bare cost of 
equity capital the witness uses the computed cost of common stock to ten natural 
gas pipeline companies,“ principally well-known wholesalers with an established 
record which he obtained from average market prices“ and earnings per share 
for the year 1950 and the then latest available 12 months.“ Costs so determined 
for the ten companies average arithmetically, 10.14 percent (1950) and 9.84 
percent (later 12 months). Elimination of 2 companies among the 10 for 
reasons developed by staff counsel on cross-examination produces no significant 
changes in these averages.” 

The witness’ computation of the cost of equity money involves, however, the 
use by him of 9.61 percent of the average market prices per share as the cost of 
financing, a percent obtained by him from an §. E. C. report stating the overall 
cost of flotation of common stock issued during the period 1945-49 under the 





“The risk of (a) failure to earn a reasonable income and (b) delay between a period 
of inadequate earnings and the raising of rates to provide sufficient revenues. These 
matters appear to be common to all natural gas companies and insofar as the cost of equity 
eapital depends upon utilization of comparative net earnings-price ratios, no specific addi- 
tional provision for these matters need be made. 

*El Paso Natural Gas Co., Interstate Natural Gas Co., Mississippi River Fuel Corp., 
Northern Natural Gas Co., Panhandle Eastern Pipe Line Co., Southern Natural Gas Co., 
Tennessee Gas Transmission Co., Texas Eastern Transmission Corp., Texas Gas Transmis- 
sion Corp., and United Gas Corp. 

** The stock of most of the companies is listed on exchanges 
stock is traded and is well known 

“The latter period generally ending September 30, 1951. The witness stated that in 
few instances would similar comparable data for an extended period in the past be repre- 
sentative as natural gas pipeline companies are now in a period of expansion following a 
period of rapid development. 


but in all instances the 


® Interstate Natural Gas Co. having a capitalization wholly of capital stock and United 
Gas Corp. having holding company aspects. 
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Securities Act of 1935, whereas the same report states a similar cost of flotation 
for electric, gas and water utilities of 7.30 percent. The witness testified that 
in fact he intended to use a flat 10 percent as the cost of flotation, because since 
Natural first commenced operation (1931) the costs of financing have averaged 
approximately 10 percent, having been as high as 15 percent in earlier years. Ac- 
cording to certain portions of his testimony the witness seeks to determine the 
actual cost of flotation of Natural’s capital stock, issued, in fact, in part in 1946 
and 1950, though he testified elsewhere on his cross-examination that his objec- 
tive was to find a rate of return that would prevail for a period of time in the 
future. As this witness does not identify the type of issues having costs as high 
as 15 percent and did not testify so that the characteristics of the earlier period 
may properly be determined to be similar to those of the period now in progress, 
the period 194549 will, on a prima facie basis and for the purposes of this 
proceeding, be taken as being more nearly a proper basis for determining costs 
of flotation than the whole period extending back to 1931. 

Data from staff’s exhibit (exhibit 28) shows certain costs of flotation (1946-51) 
varying from approximately 5.2 percent to 11.1 percent in terms of price to the 
public. Including the 2 extremes, these costs average 7.24 percent. 

In the absence of further evidence of a substantially conflicting nature, this 
average tends to corroborate the validity of the 7.30 percent as a fair measure 
of the cost of flotation of equity stock. On this basis Natural witness’ computed 
average cost of common stock for the 10 companies, supra, becomes 9.89 percent 
(1950) and 9.60 percent (later 12 months). The arithmetic average earnings 
price ratio pertaining to the common stock of 8 natural gas companies on staff's 
lists (exhibit 28, pp. 12, 15, 17, 19, 20, 21, 24, 27, 28, 2) common to Natural’s 
witness list (exhibit 18, sch. 5) as of July 31, 1952, is 7.25 percent and for the 
year 1951 is 8.6 percent. Using a cost of flotation of 6.88 percent obtained from 
data appearing in staff’s exhibit (exhibit 28, p. 10), the foregoing average earn- 
ings-price ratio converts to a 7.76 percent cost of money for equity capital as of 
the given date, and 9.19 percent for the year 1951.” 

As the record in this proceeding does not contain substantial evidence enabling 
the determination of a significant current trend as to the cost of equity money to 
natural gas companies, an averaging of the foregoing percents is justified" and 
on this basis the cost of equity capital to Natural would be approximately 9.54 
percent, which, with the foregoing determined cost of debt money (2.77 percent), 
and Natural’s capital ratios (52.6 percent debt and 47.4 percent equity, as of the 
end of 1951) would convert to a return of 5.99 percent. 

Notably, the foregoing determination of the cost of equity capital does not take 
into consideration the unimpeached testimony of Natural’s witness that earn- 
ings price ratios of natural gas companies are currently impaired by the fact that 
investors are purchasing common stocks of such companies after discounting ex- 
pected favorable results in pending applications for rate increases, nor does it 
take into account the implication in past decisions of the United States Supreme 
Court that allowing the bare cost of money will not of itself provide a fair and 





© The 6.88 percent is obtained from the same data as was the previously mentioned 7.24 
percent, except that here in averaging the two extremes are eliminated. there being used in 
this connection Tennessee Gas Transmission Co. issues: January 1946, September 1948, 
October 1950, April 1951; Texas Gas Transmission Corp.'s issue: March 1950. On the 
basis of data contained in accompanying notes in exhibit 28 (pp. 10a-—c) other issues 


of companies common to staff’s groups totaling 11 and Natural’s group of 10 do not appear 
relevant. 


5! That is those pertaining to 1951 costs. 
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reasonable rate of return.” However, Natural proposes rates or charges which 
are designed to yield a net operating revenue constituting approximately a 5.99 
percent rate of return, and it is therefore found and concluded that such a result- 
ant rate of return is not in excess of a fair and reasonable rate of return and that 
under the circumstances it is proper to use such a rate of return for the purposes 
of determining rates and charges required in this proceeding. 


Allocation of cost of service 


Demand and commodity components.—Natural’s allocation witness allocated 
the cost of service by a separate consideration of the cost of gas purchased from 
Texas Illinois and other costs. His method of allocation of the cost of gas pur- 
chased from Texas Illinois to demand and commodity consists of the use of 
Texas Illinois’ demand and commodity charges. The witness’ allocation of the 
remaining costs of service are based substantially upon methods used by the staff 
in exhibit 210 received in the Matter of Panhandle Eastern Pipeline Co. (F. P. C. 
docket No. G-1116)." The witness specified that he did not fully agree with 
staff’s theory underlying such methods but “The study is presented only for the 
purpose of fulfilling any obligation Natural may have under the rules of the 
Commission and what appears to be the latest views of the staff as to such alloca- 
tions” (T. 345). Natural proposed no other method of allocation. 

Staff’s witness on the subject allocated cost of service in accordance with the 
methods used by the Commission in the Matter of Northern Natural Gas Co. 
(G-1382), F. P. C. opinion No, 228, 11 F. P. C. 123." 

Natural does not take any exception to staff’s proposed method of allocation, 
and, in view of the nature of its allocation witness’ testimony with respect to 
block 1 costs, indicating an intention on the part of Natural to adopt staff’s 
‘latest views” on the subject, staff’s methods of the allocation set forth in exhibit 
27A herein will be adopted, and, together with the allocation made by Natural 
with respect to block 2 costs, are found to be proper for the purpose of deter- 
mining just and reasonable rates in this proceeding, thus: 





S Blucfield Water Works & Improvement Co. v. Public Service Commission (1923), 262 
U. S. 679, 693: “The return should be reasonably sufficient to assure confidence in the 
financial soundness of the utility and should be adequate, under efficient and economical 
management, to maintain and support its credit and enable it to raise the money necessary 
for the proper discharge of its public duties”; United Railways € Electric Co. v. West 
(1930), 280 U. S. 251-2: “Sound business management requires that after paying all ex- 
penses of operation, setting aside the necessary sums for depreciation, payment of interest 
and reasonable dividends, there should still remain something to be passed to the surplus 
account; and a rate of return which does not admit of that being done is not sufficient 
to assure confidence in the financial soundness of the utility to maintain its credit and 
enable it to raise money necessary for the proper discharge of its public duties.” 

53 Not so distribution expense and customers accounting and collecting which the witness 
allocated entirely to demand. This witness testified January 30, 1952. 

fhis witness testified October 9, 1952. 
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Total | Demand Commodity 
| 
Block 1 
Cost of production: Purchased and produced gas--. $6, 141, 151 $220, 793 | $5, 920, 358 
Cost of tr insmission operations 
Supervision and engineering 286. 740 118, 854 167, 886 
Comp. Station S & E i 893, 927 893, 927 
Other... 1, 613, 183 R06, 591 806, 592 
Total . 2, 793, 850 925, 445 1, S68, 405 
Maintenance: a 
Supervision and engineering - - 139, 740 38, 960 100, 780) 
Pumping station equipment 530, 241 530, 241 
Other... 668, 276 334, 138 331, 135 
Total 1, 338, 257 373. 09S 
Rents and miscellaneous (41, 318) 41, 318) 
Total operating expenses 4, 090, 789 1, 298, 543 2. 792, 246 
Other gas revenues—credit 76, 008 38, 004 
Administrative and general 1, O19, 736 372, 204 
Depreciation __.. 3, 794, 658 1, 897, 329 
Federal income taxes. 1, 071, 562 5 
Taxes, other 1, 231, 782 
Return (5.99 percent) - 3, 761, 802 1, 880, 901 
Total transmission cost 14, 894, 321 6,562,645 8, 331, 676 


Cost of distribution 
Distribution expense _. 92, 040 46, 020 





46, 020 
Customers’ accounting---- 19, 200 19, 200 
dministrative and general. 27, 162 11, 237 15, 924 
Depreciation 91. 401 10. 700 10. 701 
Federal income taxes 7, 336 3, 668 3, G68 
Taxes, other &, 726 4, 3¢ +. 363 
Return (5.99 percent) 25, 600 12, 800 12, 8) 
Total distribution cost__ 201, 465 8S, TRE 112, 677 
Total cost of service (Block 1 21, 236, 937 6, 872,226 14, 394.711 
Block 2 and interruptible 
I 
Cost of gas purchased 1, 637, 853 2, 936. S58 
Total cost of service... 25, 811, 648 8. 510. O78 17, 301, 569 


Jurisdictional aud nonjurisdictional sales (block 1)—Staff further allocated 
the demand and commodity components of the cost of service to sales tu gas 
utilities and industrials, respectively, by the use of the ratio of sales on a 3-day 
sustained peak for demand costs and the ratio of 1952 annual volumes for com- 
modity costs. In this connection staff allocates demand costs on the busis of 
4,045 M. c. f. of natural gas being sold during the penk period to industrial 
customers. As the evidence of record does not disclose whether any of such 
sales were effected because of additional gas available from Texas Illinois, it 
is proper, under the conclusions reached in this decision as to rate form, to 
allocate the demand costs here under consideration in accord with Natural’s 
related firm commitments to sale for resale customers (519.351 M. ec. f.) and to 
industrial customers (3,419 M. ec. f.), or, 99.35 percent to the former (jurisdic- 
tional) and 0.65 percent to the latter (nonjurisdictional). For the purpose of 
allocation of related commodity costs, it is also proper. under the conclusions 
reached in this decision as to rate form, to use the relative volumes of natural 
gas estimated to be sold from Natural’s pipeline system capacity during the test 
period (1952) to these two classes, or 99.29 percent to jurisdictional and 0.71 


percent to nonjurisdictional sales. Accordingly, there is allocated 86,827,557 


of demand costs and $14,262,523 of commodity costs to jurisdictional sales, for 
a total allocated cost of service associated with jurisdictional sales of $21,090,080 
(block 1). 
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Average demand and commodity rates for block 1 jurisdictional sales.—On the 
basis of the foregoing determinations of cost of service applicable to service 
rendered by Natural to utility firm customers taking natural gas directly from 
Natural’s pipeline facilities, the following average rates are obtained for juris- 
dictional sales: 


Demand Commodity 
I OE GS iittala $6, 827, 557 $14, 262, 52: 
I aii siete hie cect dein tae G2auete:.  .<ameteuines 
A OR UR: Oe Einstein: “dee 188, 624, 263 
TOURED Wiican ee $1. 09557 $0. O7561 


Rounding and adjusting, these rates become $1.09 per unit of demand and 7.58 
cents per M. c. f. of natural gas delivered, and, applied to the billing demand 
units and volumes estimated by Natural for the test year 1952, produce block 1 
revenues netting approximately $96,000 in excess of the revenues that would 
be derived under Natural’s proposed rates. The greatest increase in any indi- 
vidual case is that of $47,041 to Peoples which constitutes 0.52 percent of the 
total estimated block 1 bill to that customer. In terms of an adjustment in the 
demand rate the amount involved does not exceed $0.0176 per rebilling unit and 
alternately, in terms of the commodity charge, the amount involved does not 
exceed 0.0576 cent per M. c. f., for any one customer. In view, however, of the 
language of section 4 (e) of the act, in part, that “the Commission may make 
such orders * * * as would be proper in a proceeding initiated after it (i. e. the 
new schedule) had become effective” and the language of the proviso of section 
5 (a) of the act which states “the Commission shall have no power to order any 
increase in any rate contained in the currently effective schedule * * * unless 
such increase is in accordance with a new schedule filed” the order in this pro- 
ceeding will be issued as hereinafter set forth with duly alternate provisions.” 

Further findings and conclusions as to interruptible rate, penalty provision, 
and administrative burden—Natural has operated at load factors of approxi- 
mately 98 percent for the last 10 years and estimates for the test year 1952 
that the load factor would be at least 98 percent.” The evidence establishes 
that Natural has had a comparatively small amount of interruptible gas for 
sale, that the quantity has become steadily less, and is now a very small quan- 
tity, that Natural expects to have a limited amount of interruptible gas available 
for sale to customers under its purchases from Texas Illinois, and that Natural’s 
customers have rights in such amount in direct proportion to the size of the 
customers’ second block under Natural’s filed F. P. C. gas tariff. Under these 
circumstances it is found and concluded that Natural’s proposed interruptible 
service rate of 16 cents per M. c. f., equal to the commodity cost of gas purchased 
from Texas Illinois, is a just and reasonable rate. 

While it was indicated in the hearing sessions that there was some opposition 
by one of the sale for resale customers to Natural’s proposed penalty for unau- 
thorized takes, this customer did not appear and no issue developed in fact 
during the course of the proceedings with respect to this matter. Therefore, 
Natural is entitled to the statutory finding enabling the provision to take effect. 

Other than the unsupported individual opinion of staff's witness on the sub- 
ject of rate form, there is no evidence of record that any substantial administra- 
tive burden will be imposed upon regulatory processes by the use of a block 
form of rate by Natural. This witness gave details as tu years of experience in 


5 See, In the Matter of Atlantic Seaboard Corp., et al. (G—1384, ete.), F. P. C. opinion 
No. 225, 11 F. P. C. 43. 
6 That is for its wholesale-for-resale loads only. 








= «-- — = 


—< ow 


+ 


cuer 


ee? 





728 FEDERAL POWER COMMISSION 


the field of electric retail rates but did not disclose specific qualifications to 
testify in this connection on the subject of natural gas wholesale rate forms. 
His testimony to the effect that approval of a block form of rate would create 
administrative problems in the future took the form principally of prejudging 
hypothetical future cases and anticipating the effects of later possible decisions, 
which latter, of course, must stand on their own facts.” In short, the arguments 
of the witness afford too insubstantial and inadequate a foundation for a finding 
that Natural’s proposed rate is therefor unlawful under the act, and staff’s con- 
tention must, on the evidence, be here rejected. 


ORDER 


Upon consideration of the record herein, the contentions and briefs of counsel, 
and for the reasons and upon the findings and conclusions set forth in the text 
ot this decision, of which this order is a part, it is further found that: 

(1) The rate contained in Natural Gas Pipeline Co. of America’s F. P. C. gas 
tariff, first revised volume No. 1 (issued and filed October 12, 1951), rate schedule 
CD-1, general service, firm gas, consisting of a demand charge of $1.35 per 
month per thousand cubic feet of the first block of the daily contract quantity, 
and a commodity charge of 6.67 cents per thousand cubic feet for all gas de- 
livered under said rate schedule CD-1 on each day up to an amount equal to 
the first block of the daily contract quantity, is unjust, unreasonable, and 
unlawful. 

(2) A rate consisting of a demand charge of $1.09 per month per thousand 
cubie feet of the first block of the daily contract quantity, and a commodity 
charge of 7.58 cents per thousand cubic feet for all gas delivered under said rate 
schedule CD-1 on each day up to an amount equal to the first block of the daily 
contract quantity, is just and reasonable for contract demand service under 
Natural’s so-called first block of its said F. P. C. gas tariff, first revised volume 
No. 1 (filed October 12, 1951). 

(3) Except those described in finding (1) of this order, supra, the rates, 
charges, and classifications, subject to the jurisdiction of the Commission, set 
forth in Natural’s said F. P. C. gas tariff, first revised volume No. 1 (filed 
October 12, 1951), are just and reasonable and, with substitution of the rate pro- 
vided in finding (2) of this order, supra, such rates, charges, and classifications 
will not make or grant any undue preference or advantage to any person or 
subject any person to any undue prejudice or disadvantage, and will not result 
in the establishment or maintenance of any unreasonable difference in rates, 
charges, service, facilities, or in any other respect, either as between localities 
or as between classes or service. 

Whercfore, it is ordered, subject to review by the Commission on appeal, or 
on its own motion, as provided by its rules of practice and procedure, that: 

(A) Natural shall, within 15 days of the date upon which this order shall be- 
come final, file a new schedule, for the first block of its CD-1, general service, 
tirm gas, which shall set forth the rate and charges for the sale of natural gas 
subject to the jurisdiction of the Commission, found to be reasonable in finding 
(2) of this order, or the adjustment thereof, either one of them, referred to in 
the text of the decision of which this order is a part with respect to the determi- 
nation of average demand and commodity rates for block 1 jurisdictional sales. 

(B) Effective as of the date upon which this order shall become final, the rates 
and charges for the sale of natural gas subject to the jurisdiction of the Com- 


8? In fact, a rolled-in rate would involve administrative problems of its own as any 


such rate, determined wtih respect to costs for the test year (1952), would not apply in 


any future year that purchases from Texas Illinois substantially increased, 
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mission found to be unjust, unreasonable, and unlawful in finding (1) of this 
order shall cease to be effective. 

(C) Within 30 days from the date upon which this order shall become final, 
Natural shall refund to each of its sale for resale customers entitled thereto, 
with 6 percent interest per annum thereon from date of payment to Natural, the 
difference between the amount collected under the first block rate in effect under 
bend effective December 1, 1951 in this proceeding and the amount which would 
have been collected by the application of the rates and charges filed pursuant to 
paragraph (A) of this order. 

(D) Within 40 days from the date upon which this order shall become final. 
Natural shall furnish to the Commission five copies of a report in writing and 
under oath consisting of a detailed statement of the amount of refund made to 
each customer aforesaid, and the method of computation thereof. 

(E) Matters relating to the filing of the revised rate and charges required by 
this order, including the right to reject all or any parts thereof, and matters 
relating to compliance by Natural with other provisions of this order are re- 
served, respectively, to the Federal Power Commission and subject to its further 
order or orders in the premises. 

EwInG G. SIMPSON, 
Presiding Examiner. 


Order modifying and affirming as modified initial decision 
December 14, 1953 


On August 18, 1953, the presiding examiner certified and filed with the Secre- 
tary of the Commission the record herein, including his initial decision which 
was served upon all parties to this proceeding. 

Subject to review by the Commission, the examiner ruled that the form of 
rate proposed by Natural Gas Pipeline Co. of America (Natural) in its F. P. C. 
gas tariff, first revised volume No. 1 (issued October 12, 1951)—as more fully 
described in said decision—is just and reasonable. Also, the examiner held 
that an annual rate of retura of 5.99 percent for Natural is not in excess of 
a fair and reasonable rate of return. Additionally, the examiner required 
Natural to file a new schedule for the first block of its rate schedule CD-1 
consisting of a demand charge of $1.09 per month per M. e¢. f. and a com- 
modity charge of 7.58 cents per M. ¢. f. or the adjustment thereof referred 
to in the text of the decision. The examiner also made provisions for Natural 
to refund to persons entitled thereto, with 6 percent interest per annum, the 
difference between the amount collected under the first block rate in effect 
under bond effective December 1, 1951, and the amount which would have been 
collected by the application of the rates and charges filed by Natural pursuant 
to paragraph (A) of the order accompanying the decision. 

Exceptions to the decision were filed by counsel for the staff of the Com- 
mission on September 25, 1953. 

Counsel for the staff of the Commission; Natural; The Peoples Gas Light & 
Coke Co., Northern Indiana Public Service Co., and Commonwealth Edison Co. 
(Public Service Co. Division) (jointly); Illinois Commerce Commission; and 
city of Chicago participated in the oral argument had before the Commission 
on November 5, 1953. 

The Commission affirms the initial decision of the examiner except that it 
is deemed unnecessary to include the passages on pages 727 and 728 referring to 


the qualifications of the staff’s sole engineering witness, which pasSages will 
be stricken as hereinafter ordered—and except for the further modifications 
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resulting from our allowance of the exception discussed below—and, as so 
modified, the Commission adopts the decision as its final decision as herein- 
after ordered. 

Exception was taken by counsel for the staff to the requiremert that Natural 
file a new schedule providing a higher rate for the first block of rate schedule 
CD-1 than proposed by the company. Natural proposed a rate consisting of 
a demand charge of $1.35 per month per M. c. f. and a commodity charge of 
6.67 cents per M. c. f. That rate for the first block was in effect from Decem- 
ber 1, 1951, until April 1, 1953, under bond, at which time it was superseded 
by the rate which is the subject of the proceeding In the Matter of Natural 
Gas Pipeline Co. of America, docket No. G-2083, which we have also decided 
this day. The evidence demonstrates, and the Examiner stated, that the appli- 
cation of the rate prescribed by the decision to the sales estimated for the test 
period would have produced revenues approximately $96,000 in excess of those 
sought by Natural. 

We have reviewed the overall cost of service included in the stipulation between 
the parties filed with the Commission on August 15, 1952, in the light of the 
examiner’s finding upon rate of return and the revenues sought by Natural, and 
we conclude that the company has sustained the burden of proof imposed upon 
it by section 4 (e) to show that the increased rates and charges contained in its 
F. P. C. gas tariff, first revised volume No. 1 (issued October 12, 1951), for the 
period December 1, 1951, through March 31, 1953, were just and reasonable. 
Natural is, therefore, entitled to retain the revenues collected under bond during 
the period, subject, however, to any refund it may make, on a basis to be approved 
by the Commission, in the event it prevails in the suit wherein it is contesting 
the validity of the Texas gas gatherers tax, all as provided in the aforesaid stipu- 
lation, and we shall modify the decision accordingly as hereinafter ordered. 

Our attention has been directed to the case of Jn the Matter of Trunkline Gas 
Supply Co., docket No. G—882, 8 F. P. C. 250 (1949), which involved the appli- 
‘ation of Trunkline for authority to construct facilities having a daily capacity 
of 250,000 M. c. f. and to deliver that volume of gas to Northern Natural Gas Co. 
It is true that there we rejected a proposal to establish an incremental form of 
rate for Northern’s customers to reflect the higher cost of the Trunkline gas. 
However the facts in the rate proceeding now before us are not analogous to 
those present in the Trunkline case. There the additional gas supply from 
Trunkline was to be made available to Northern as a part of its general gas supply 
which was proposed to be available to all of Northern’s customers on the basis 
of their increased requirements. The facts and circumstances in relation to 
the gas authorized to be delivered by Texas Illinois Natural Gas Pipeline Co. to 
Natural at docket Nos. G-1246 and G-1477, 9 F. P. C. 105 and 1293 (1950), are 
entirely different. At those dockets Texas Illinois was authorized to deliver 
and sell up to 81,822 M. c. f. per day to Natural for sale by the latter, through 
displacement, in specified volumes to its customers located west of Joliet, Ii. 
Additionally, Texas Illinois was authorized to sell and deliver up to 283,488 
M. c. f. per day direct to certain utilities in the Chicago metropolitan area already 
buying gas from Natural. These deliveries in the Chicago area were to be made 
through the facilities of Chicago District Pipeline Co., which company also makes 
delivery to the same utilities of all volumes of gas purchased by them from 
Natural. The only volume of gas purchased by Natural from Texas Illinois is 
the 81,822 M. c. f. which Natural buys for certain of its customers west of Joliet. 
Accordingly, it appears clear that our decision in the Trunkline case is in no way 
at variance with our decision here. 
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The Commission has considered all the exceptions to the initial decision and 
the oral argument thereon. To the extent such exceptions are inconsistent with 
the Commission’s order herein they should be denied as hereinafter ordered. 

Upon consderation of the entire record in this proceeding, the initial decision 
of the presiding examiner, the exceptions filed, and the oral argument had, the 
Commission orders: 

(A) The initial decision of the presiding examiner filed on August 18, 1953, 
be and it is hereby modified in the following respects: 

(i) The last sentence on page 727 of the initial decision and the whole of page 
728 thereof, including the footnote, be and they are hereby stricken from the 
initial decision. 

(ii) The following order be and it is hereby substituted in lieu of the proposed 
order set forth at pages 728 and 729, inclusive, of the initial decision : 


ORDER 


Upon consideration of the record herein, the contentions and briefs of 
counsel, it is further found that: 


(1) Natural has sustained the burden of proof, as imposed upon it by 
section 4 (e) of the Natural Gas Act, to show that the increased rates and 
charges contained in its F. P. C. gas tariff, first revised volume No. 1 (issued 
and filed October 12, 1951), which were eifective under bond subject to re- 
fund from December 1, 1951, through March 31, 1953, were just and reason- 
able. 

(2) The rates, charges, and classifications, subject to the jurisdiction of 
the Commission, set forth in Natural’s said F. P. C. gas tariff, first revised 
volume No. 1 (issued and filed October 12, 1951), during the period December 
1, 1951, through March 31, 1953, were just and reasonable; and such rates, 
charges, and classifications during said period did not make or grant any un- 
due preference or advantage to any person or subject any person to any 
undue prejudice or disadvantage, and did not result in the establishment 
or maintenance of any unreasonable difference in rates, charges, service, 
facilities, or in any other respect, either as between localities or as between 
classes of service. 

(3) It is appropriate, therefore, that Natural retain all moneys collected 
under the rates and charges in effect under bond during the period December 
1, 1951, through March 31, 1/53, subject, however, to any refund Natural 
may make, on a basis to be approved by the Commission, in the event it pre- 
vails in the suit wherein it is contesting the validity of the Texas gas 
gatherers tax, all as provided in the stipulation entered into between the 
parties ; and the proceeding should be terminated. 

The Commission orders : 

(A) Natural be and it is hereby released from all obligation to make any 
refunds of the amounts collected under bond during the period December 1, 
1951, through March 31, 1953, pursuant to the rates and charges set forth 
in Natural’s F. P. C. gas tariff, first revised volume No. 1 (issued and filed 
October 12, 1951), and the bond under which such amounts have been col- 
lected is hereby discharged. 

(B) This proceeding be and it is hereby terminated subject to the terms 
and conditions of this order. 

(C) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by the Commission in any proceeding now 
pending, or hereafter instituted, by or against Natural. 
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(B) The initial decision of the presiding examiner filed August 18, 1953, in 
this proceeding, as modified, shall become effective as the decision of the Com- 
mission as of the date of issuance of this order. 

(C) To the extent that the exceptions filed are inconsistent with the order 
of the Commission herein, such exceptions be and the same are hereby denied. 


IN THE MATTER OF 
ARKANSAS LOUISIANA GAS COMPANY 
Upon an Application under Section 7 (b) of the Natural Gas Act 
Docket Nos. G-2122 and G-2155 
September 30, 1953* 
Syllabus 


Commission permits applicant to abandon under section 7 (b) of the Natural 
Gas Act service previously rendered to Mississippi, and allows notices of 
cancellation of its rate schedule and service agreement to become effective 
P. 734. 


Robert Roberts. Jr., of Blanchard, Goldstein, Walker & O’Quin, for applicant. 
Oscar E. Reed for the staff of the Federal Power Commission. 


WoopaLL, Presiding Examiner: This consolidated proceeding was heard snd 
concluded on June 17, 1958. By application filed on February 138, 1953, Arkansas 
Louisiana Gas Co. sought permission to abandon under section 7 (b) of the 
Natural Gas Act certain service being rendered to Mississippi River Fuel Corp 
(Mississippi) under rate schedule Ci)-1 of applicant’s F. P. C. gas tariff and 
under a contract (service agreement) dated December 12. 1947, covering the 
sale and delivery of about 12,500 M. c. f. of natural gas daily to Mississippi. 
Mississippi was ;rmitted to intervene by the Commission’s order issued April 
15, 1958. Applicant filed on March 17, 19538, notices of cancellation of its CD-i 
rate schedule and said service agreement, effective as of the date of the Com- 
mission’s granting of approval of the abandonment of service, which notices were 
suspended by the Commission’s order of April 15, 1953. 

Upon the record herein the following findings of facts and conclusions of iaw 
are made: 

1. Applicant is a natural gas company under the act. 

2. Applicant is also a natural gas production company, owning fields from 
which natural gas is produced, purchasing and gathering natural gas, and own- 
ing and operating natural gasoline plants through which it processes natural 
gas and extracts butane, propane, sulphur and other by-products. 

3. Applicant is also a local retail distribution company owning and operat- 
ing distribution systems in over 100 communities in Arkansas, Louisiana, and 
Texas for the retail sale of natural gas to the public. 

4. Applicant makes the following types of sale of natural gas: (a) sales for 


resale in interstate commerce, (b) direct sales to industrial consumers from its 
interstate pipeline system, (c) sales at wholesale for resile to other naturai vas 


distributing utilities, all of such sates and deliveries being made in its producing 
fields, (d) field sales for drilling purposes, (e) retail sales for ultimate public 





*Initial decision and order became effective on October 26, 1953, as final decision and 
order of the Commission, infra, p. 734. 
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consumption for domestic, commercial and industrial uses, and (f) sales to 
Mississippi hereinabove mentioned. 

5. Applicant also transports gas under contract for United Gas Corp. 

6. Applicant also purchases natural gas from Mississippi for distribution in 
certain communities at retail. 

7. The gas service here proposed to be abandoned is clearly and admittedly 
subject to the jurisdiction of the Commission under the act. 

8. The gas service here proposed to be abandoned is rendered pursuant to a 
certain contract (filed as a service agreement) under applicant’s CD-1 rate 
schedule of its F. P. C. gas tariff. Such agreement provided for cancellation 
by notice, and such notice has been validly given. Subject to regulatory ap- 
proval under the act the contract has been validly and admittedly canceled. 

9. The staff of the Commission and the applicant are agreed that the record 
shows: 

Load growth on applicant’s system, including some 12,000 new domestic and 
small industrial customers annually in the next succeeding years, and increased 
demands of large industrial customers equal to about 30,000 M. ec. f. net daily 
increase, creates a market for the natural gas (about 12,500 M. c. f. daily, which 
the sale to Mississippi here involves) that would be available to applicant if 
such gas service is permitted to be abandoned. The staff of the Commission and 
the applicant aver that the discontinuance of the service would result in economic 
benefits to applicant. For one thing, applicant would receive more return for 
such gas than Mississippi now pays. For another, the availability to applicant 
of the volume of gas now delivered to Mississippi would tend to postpone re- 
quirements for increasing the capacity of applicant’s transmission system. The 
record supports the conclusions by the staff and the applicant that these benefits 
support the abandonment.’ 

10. The staff and the applicant aver that the analysis of market conditions 
and the gas supply of Mississippi evidenced by the record shows that the public 
convenience and necessity permit the abandonment as proposed by the applicant. 
The record supports such conclusion. Mississippi has not introduced any evi- 
dence of any kind and does not contend that it needs this gas supply. Missis- 
sippi’s contention in this matter is that applicant must affirmatively support its 
alleged need for the gas, which it is found applicant has done. Mississippi also 
states that the abandonment will result in increasing the average cost of gas 
to Mississippi. The staff points out the gas here involved represents approxi- 
mately 2.9 percent of Mississippi’s annual gas purchases. On the record facts, 
therefore, the increase in the averaze cost of gas would be very slight indeed. 
Actually, Mississippi interposes no basis for objection to the abandonment here 
proposed. 

As formal findings and conclusions herein the undersigned adopts those pro- 
posed in the staff’s brief as follows: 


FINDINGS AND CONCLUSIONS 


(1) Applicant, Arkansas Louisiana Gas Co., a Delaware corporation having 
its principal place of business at Shreveport, La., owns and operates, among 
other facilities, a natural-gas transmission pipeline system located in the States 
of Arkansas, Louisiana, and Texas, and by such operations is engaged in the 
transportation and sale for resale of natural gas in interstate commerce, sub- 
ject to the jurisdiction of the Commission, and is, therefore, a “natural-gas 





1¥For this decision it is not deemed necessary to repeat here the detailed facts of record, 
which both the staff and the applicant's briefs set out both adequately and accurately 
in support of the above. 
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company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order issued January 26, 1943, in docket No. G—-252, 
3 F. P. C. 910. 

(2) Mississippi River Fuel Corp (Mississippi), a Delaware corporation hav- 
ing its principal place of business at St. Louis, Mo., owns and operates a 
matural-gas transmission pipeline system located in the States of Texas, 
Louisiana, Arkansas, Missouri, and Illinois. By such operations Mississippi 
is engaged in the transportation and sale of natural gas in interstate commerce 
for resale for niiimate public consumption, subject to the jurisdiction of the 
Commission, and is, therefore, a “natural-gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission in its order of 
May 31, 1940, in docket No. G-150, 2 F. P. C. 170. 

(3) The natural-gas service presently being rendered by applicant to Missis- 
sippi in accordance with the terms and conditions of a contract dated December 
12, 1947, and constituting a service agreement on file with the Commission, is 
rendered by the use of natural-gas facilities forming an integral part of appli- 
cant’s existing natural-gas transmission pipeline system for the transportation 
and sale of natural gas in interstate commerce for resale for ultimate public 
consumption, and the abandonment of service as proposed is subject to the re 
quirements of section 7 (b) of the Natural Gas Act. 

(4) Public convenience and necessity permit the proposed abandonment of 
service by applicant to Mississippi and an order permitting and approving the 
abandonment of service as requested by applicant should issue. 

An additional formal finding seems proper and is adepted from the brief of 
the applicant as follows: 

(5) Upon the abandonment of the service to Mississippi River Fuel Corp. by 
Arkansas Louisiana Gas Co., hereinabove described, no sales will be made 
under applicant’s rate schedule CD-1, and the notice of cancellation thereof 
issued by Arkansas Louisiana Gas Co. on March 16, 1953, and its notice of 
cancellation of contract with Mississippi River Fuel Corp. of December 12, 
1947, such notice being dated March 16, 1953, should be allowed to become 
effective. 

ORDER 


Wherefore, it is ordered, subject to review by the Commission that: 

(1) Permission and approval be and the same are hereby granted to Arkansas 
Louisiana Gas Co. for the abandonment of the service heretofore rendered to 
Mississippi River Fuel Corp. under contract dated December 12, 1947, all as more 
fully described in its application and the record in docket No. G—2122. 

(2) Suspension of Arkansas Louisiana Gas Co.’s notice issued March 16, 
1953, of cancellation of its F. P. C. gas tariff, rate schedule CD-1, and of notice 
dated March 16, 1953, of cancellation of service agreement dated December 
12, 1947, with Mississippi River Fuel Corp., be and the same hereby is termi- 
nated: and said notices of cancellation be and the same hereby are allowed 
to be effective. 

Emery J. Woopatt, 
Presiding Examiner. 


Order affirming initial decision of presiding eraminer 
October 26, 1953 


The presiding examiner, on September 30, 1953, issued an initial decision in 
the above-docketed consolidated proceedings. The proceedings involved matters 
of law and fact concerning an application filed by Arkansas Louisiana Gas Co. 
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(applicant) on February 13, 1953, pursuant to section 7 (b) of the Natural Gas 
Act, for permission and approval to abandon service being rendered to the 
Mississippi River Fuel Corp. (Mississippi) at a point near the discharge side 
of applicant’s Munce compressor station in Ouachita Parish, La., under rate 
schedule CD-1 of its F. P. C. gas tariff, and contract dated December 12, 1947, 
constituting an executed service agreement covering the sale and delivery of 
about 12,500 M. c. f. of natural gas daily to Mississippi. Mississippi was per- 
mitted to intervene by the Commission’s order issued April 15, 1953. Appli- 
eant, on March 17, 1953, filed notices of cancellation of its CD-1 rate schedule 
and service agreement, effective as of the date of the Commission’s granting 
approval of the abandonment of service, which notices were suspended by the 
Commission’s order of April 15, 1953. 

Upon consideration of the evidence, the briefs filed, the examiner’s initial 
decision, and the entire record, the Commission finds: 

The presiding examiner’s findings and conclusions are supported by the record 
and should be adopted by the Commission. 

The Commission orders: 

The decision and order of the presiding examiner, issued herein on September 
30, 1953, be and it is hereby affirmed. 


Commissioners Dicspy and Dory not participating. 


IN THE MATTERS OF 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. G—2097; MISSISSIPPI 
RIVER FUEL CORPORATION, COMPLAINANT, v. UNITED GAS PIPE 
LINE COMPANY, DEFENDANT, DOCKET NO. G—2024 


Upon an Order Instituting an Investigation for Determination of Amount of 
Adjustment in Charges for Natural Gas Sold and Delivered 


September 30, 1953* 


Syllabus 


’ 


+ 


as the term is used in United’s rate schedule refers to the volume 
of gas that is produced in the Carthage Field and purchased by United, which 
is over and above those contract volumes produced in that field to meet the 
market demands of United and other purchasers. The term as used does 
not include “exchange gas.” P. 740. 

. Commission determines the amount of adjustment necessary pursuant to the 
terms of United’s rate schedule applicable to the commodity charge for 
gas purchased by Mississippi from United. P. 744. 


‘Surplus gas’ 


bo 


W. Scott Wilkinson, E. J. Freiberg, and J. C. Ohrt for United Gas Pipe Line Co. 

William A. Dougherty and A. W. Manley for Mississippi River Fuel Corp. 

Lambert McAllister and Howell Purdue for the staff of the Federal Power 
Commission. 

FARRINGTON, Presiding Examiner: These two proceedings were consolidated 
for purposes of hearing by Commission order. 

On August 4, 1952, Mississippi River Fuel Corp. (Mississippi) filed a petition 
for relief (docket No. G-2024)* against United Gas Pipe Line Co. (United) seek- 





*Initial decision and order adopted on December 23, 1953, as affirmed by Commission 
opinion No. 265. supra, p. 382. 
2 Under section 13 of the Natural Gas Act. 
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ing an order requiring United to render a report accounting for adjustments of 
charges for the purchase and sale of natural gas in conformity with United's 
rate schedules on file with the Commission. 

Thereafter on December 4, 1952, the Comission by order instituted an investi- 
gation to enable the Commission to determine the correct amount, if any, of the 
adjustment in the charges of United to Mississippi for nacural gas sold and 
delivered during the 12-month periods ending February 28, 1951, and February 
28, 1952, under the provisions of United’s rate schedules F. P. C. Nos. 9, 10, and 11 
and supplements thereto; and to determine such amount, if any, as may be due 
and payable from United to Mississippi for each of said 12-month periods. Dur- 
ing the hearing it was shown that in addition to the two 12-month periods just 
stated, there was also the period from March 1, 1952, to December 31, 1952, as 
to which a challenge was made concerning the proper charges by United to 
Mississippi. 

The order of consolidation also set the matters for public hearing to begin 
January 26, 1953, at which time the hearing was begun before the undersigned 
examiner, and was concluded on February 6, 1953. 

Statement-of the case.—United's rate schedule F. P. C. Nos. 9, 10, and 11 were 
filed by United as effective rate schedules on August 22, 1938, shortly after the 
enactment of the Natural Gas Act, and comprised agreements made on August 1, 
1929, by United (or its predecessor companies as sellers) for the sale and de- 
livery of natural gas to Mississippi. Such rate schedules have been amended and 
supplemented from time to time since their effective filing date. 

The dispute between the parties is almost entirely with reference to the inter- 
pretation to be given to supplement No. 1 to supplement No. 15 to United's rate 
schedules F. P. C. Nos. 9, 10, and 11, the content of which will be set forth 
hereinafter. 

The evidence shows that the basic facts giving rise to the instant controversy 
between the two companies, both of which are natural-gas companies subject to 
the Commission’s jurisdiction, are these: 

On September 7, 1945, United, as seller, and Mississippi, as buyer, entered into 
a contract for the sale and purchase of natural gas, whereby United agreed to 
supply Mississippi with certain volumes of natural gas on a basis substantially 
resulting in a maximum of 73,000 M. c. f. of natural gas per day, at a price 
consisting of a commodity charge of 5 cents, subject to adjustment for B. t. u. 
content, and a demand charge of 38 cents per M. c. f. of billing demand per month. 
This contract was filed with the Commission and designated as supplement No. 11 
to United’s rate schedules F. P. C. Nos. 9, 10, and 11. 

On March 28, 1949, pursuant to the terms of said contract of September 7, 
1945, Mississippi notified United of its desire to increase its maximum daily 
purchases under said contract from 73,000 M. ec. f. to 195,000 M. ec. f., commencing 
November 1, 1949, an increase of 122,000 M. c. f. per day. Thereafter, on No- 
vember 16, 1949, the parties entered into an amendatory agreement? providing 
for the maximum daily delivery of 195,000 M. ec. f., and also for a higher rolled 
in rate for the total deliveries to be made, consisting of a commodity charge of 
614 cents per M. c. f. (subject to adjustment for B. t. u. content) and a demand 
charge of 45 cents per M. c. f. of billing demand per month. This filing effected 
an increase in rates estimated by United at the time of filing to be about $950,000 
annually. The 6% cents commodity charge represented the approximate 


2Filed with the Commission on November 23, 1949, and designated as supplement No. 
15 to United's rate schedules Nos. 9, 10, and 11. 
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weighted average of 5 cents per M. c. f. related to the 73,000 M. c. f. a day and 
7% cents per M. c. f. for the added 122,000 M. c. f. a day. 

On the same date, November 16, 1949, the parties entered into a letter agree- 
ment which was filed with the Commission and designated as supplement No. 1 
to supplement No. 15 to United’s rate schedules F. P. C. Nos. 9, 10, and 11, pro- 
viding for an annual adjustment of the commodity charge of 6% cents specified 
in supplement No. 15 to United’s rate schedules F. P. C. Nos. 9, 10, and 11, in 
the following manner: 


It is anticipated that the additional gas requested by Mississippi River 
Fuel Corp. * * * must be supplied by United Gas Pipe Line Co. from pur- 
chases of surplus gas in the Carthage Field. United is entering into pur- 
chase contracts for the purpose of this surplus gas. These purchase con- 
tracts are for 20 years, and the price to be paid thereunder is on a sliding 
scale of 74% cents per M. ec. f. for the first 5-year period, increasing 1 cent 
each 5 years * * *. 

Due to variations in the market demands of both United and others now 
withdrawing gas from Carthage Field, the amount of surplus gas purchases 
may, in any years (sic), be less than the amount estimated by United to 
supply the increased requirements of Mississippi River Fuel Corp. It is the 
intention of United, as of March 1st of each year, to make an appropriate 
adjustment in the commodity charge as set out in its amendatory agreement 
with Mississippi River Fuel Corp. dated November 16, 1949, in the event that 
the surplus gas purchases, chargeable to Mississippi River Fuel’s increased 
demand as set out in said agreement, shall be less than 122/195 of Mississippi 
River Fuel’s total requirements from United. The amount of the adjust- 
ment, and the method of calculation, shall be approved by the Federal Power 
Commission. 


By order dated December 20, 1949, the Commission allowed said supplement No. 
15 and said supplement No. 1 to supplement No. 15 to take effect as of December 
8, 1949, which order recites that: 


Supplement No. 1 to said supplement No. 15 provides that United will 
make an adjustment in the commodity charge as of March 1 of each year, 
as therein provided. 


Such order required, inter alia, that: 


United shall file as of March 1 in each year the amount of the proposed 
adjustment in the commodity charge, referred to in said supplement No. 1 to 
supplement No. 15, the method of calculation of such adjustment, and such 
other details as may be requested by the Commission, and such filing shall 
be made each year whether or not any adjustment is contemplated by 
United. 


On May 23, 1950, United filed supplement No. 1 to supplement No. 1 to supple- 
ment No. 15 to rate schedules F. P. C. Nos. 9, 10, and 11, representing an adjust- 
ment of $201,892.53 to be paid by United to Mississippi for the period from 
December 13, 1949, to and including February 28, 1950. It appears from such 
filing that, for the period covered, United purchased no surplus gas in the 
Carthage Field at a price of 744 cents per M. c. f. for delivery to Mississippi in 
the manner contemplated by supplement No. 1 to supplement No. 15, and such 
filing reflected a reduction in the unit commodity price from 644 cents to 5 cents 
per M. c.f. Such filing also shows that during said period of time, United de- 
livered to Mississippi a total of 12,837,462 M. c. f. of gas and that United billed 
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Mississippi the sum of $1,084,175.13 for such gas; that the said sum of $201,892.53 
remitted is composed of two parts, as follows: (a) the difference between the 
amount billed at the commodity charge of 6% cents per M. c. f. and the adjusted 
commodity price of 5 cents per M. c. f., or $192,561.93; and (b) the difference in 
the charges due to a B. t. u. adjustment of $9,330.60. By Commission order 
issued June 27, 1950, said supplement No. 1 to supplement No. 1 to supplement No. 
15 was allowed to take effect and it appears that United remitted $201,892.53 to 
Mississippi. 

By letter dated April 24, 1951, United transmitted for filing with the Commis- 
sion a statement showing, as the proposed adjustment in its charges to Missis- 
sippi for the period from March 1, 1950, to February 28, 1951, an amount of 
$688,789 to be remitted to Mississippi; and by letter dated June 18, 1951, trans- 
mitted for filing a revised statement showing the same proposed adjustment. In 
its letter of June 18, 1951, United stated that: 


United’s position in this matter is that even though the additional 39,864 
M. c. f. per day was not purchased as “surplus gas” in the Carthage Field 
but was in effect purchased from Texas Eastern at Castor at the same price 
as would have been paid for the Carthage gas, the staff should reconsider 
its decision on the matter and render its findings in favor of United's posi- 
tion. (Emphasis added.) 


Meanwhile, United accrued on its books of account and published balance sheets 
the sum of $1,033,184.75 as the amount of the adjustment payable to Mississippi 
for 1950-51 compared with the figure of $688,789.00 submitted in its letters of 
April 24 and June 18, 1951. 

It appears from such statements that United sought to consider certain 
“exchange” gas which it received from a transmission pipeline of Texas East- 
ern Transmission Corp. at a point near Castor, La., as being the same, under 
the provisions of supplement No. 1 to supplement No. 15 to rate schedules F. P. C. 
Nos. 9, 10, and 11, as surplus gas purchased at 74% cents per M. c. f. in the 
Carthage Field, and that had it not been for such assumption, the amount of the 
adjustment would have been much larger, or approximately $1,030,000. United 
has not remitted any amount to Mississippi by way of adjustment for such 12- 
month period. 

By letter dated June 30, 1952, from the Secretary of the Commission, United 
was called upon to file a statement for the year ending February 29, 1952, as 
required by the Commission’s order dated December 20, 1949, showing the ad- 
justment in charges respecting charges for natural gas sold and delivered dur- 
ing such period pursuant to the provisions of supplement No. 1 to supplement 
No. 15 to United’s rate schedules F. P. C. Nos. 9, 10, and 11. United has failed 
and refused to comply with such request and the requirements of its filed and 
effective rate schedules and supplements thereto. 

It further appears that United, for the 12 months ended February 28, 1951, 
and again for the 12 months ended February 29, 1952, has failed and refused to 
make the adjustment in the commodity charge called for by said supplement 
No. 1 to supplement No. 15 to United’s F. P. C. rate schedules Nos. 9, 10, and 11. 

On October 4, 1951, United filed a petition * for a declaratory order determining 
“that petitioner did not have to make any adjustment or refund to Mississippi 
under the adjustment rate and that petitioner be declared to be entitled to a 
refund from Mississippi in the amount of $201,892.60.” The Commission, by order 
issued October 31, 1951, dismissed United’s petition. From such order of dis- 
missal, United filed a petition for review with the United States Court of Ap- 


* Docket No. G-1804. 
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peals (Sth Cir.). The petition for review was dismissed without prejudice 
(203 Fed. (2d) 78). 

The issue—The sole issue involved in this case is whether under United’s 
supplement No. 15 to rate schedules F. P. C. Nos. 9, 10, and 11, and supplement 
No. 1 to supplement No. 15, United is required to make an accounting adjustment 
for the 12-month periods ending February 28, 1951, and February 29, 1952, as 
well as for the 10-month period ending December 31, 1952, to reflect charges to 
Mississippi at 5 cents per M. c. f. for all gas delivered under said rate schedules, 
except surplus gas purchased in the Carthage Field at 71% cents and properly 
allocable to Mississippi, which surplus gas is to be charged at 714 cents per 
M. c. f. 

United’s position—On the hearing of this consolidated matter, United pre- 
sented only such evidence as the Commission order of December 4, 1952, re- 
quired it to produce. It relies, for its defense in these matters, upon its motions 
to dismiss both docketed proceedings and largely upon documentary evidence 
in support thereof. 

The essence of United's position before the Commission in docket No. G—1804 
was that because there was no supply of “surplus” gas in the Carthage Field 
ufter November 16, 1949* (the date of supplement No. 15 and supplement No. 1 
to supplement No. 15), nor an increase since that date in gas supply under its 
primary contracts with producers in the Carthage Field, there has remained 
nothing to which supplement No. 1 to supplement No. 15 could apply, and, there- 
fore, the rate contained in supplement No. 15 has been the only effective legal 
rate. 

The essence of United’s position in these consolidated proceedings, gleaned 
from a very lengthy brief of counsel, appears to be that the Commission is now 
without jurisdiction primarily because its order of December 20, 1949, which 
accepted United’s supplement No. 1 to supplement No. 15 for filing and also re- 
quired United to make year-end adjustments, is an absolute nullity in that it 
abrogated procedures required by the Natural Gas Act. 

With respect to the argument of Mississippi and of the Commission’s staff that 
by failing to seek a court review of the order of December 20, 1949, such order 
became final and binding on United, its counsel now argue that (a) United did 
not bind itself to make annual retroactive adjustments because supplement No. 
1 to supplement No. 15 “merely states an intention” to make an appropriate ad- 
justment: (b) that while United endeavored “to go along with the Commission’s 
orders and directions, regardless of their legality,” it sought to apply “equitable 
principles” because it held an “opinion” that supplement No. 1 to supplement 
No. 15 did not require an adjustment in the commodity charge to Mississippi if 
United was required to purchase gas at a cost in excess of the price it had previ- 
ously paid for gas in the Carthage Field; (c) that United’s position was that 
the adjustment was based on the cost of all gas which it had to purchase in order 
to meet Mississippi's requirements, and not necessarily “surplus Carthage gas,” 
but the “Commission staff took the narrow, arbitrary and unreasonable position 
that ‘surplus Carthage gas’ is sacramental and an adjustment should be made in 
all cases where gas was purchased from other sources, regardless of the cost 
of such purchased gas.” 

Discussion.—Even if it could be assumed for purposes of discussion and argu- 
ment that the order of December 20, 1949, is not final and binding on United (and 
the examiner holds that it is), it is nonetheless rather difficult to treat seriously 
the claim of United at this late day that it has been treated arbitrarily and un- 





* Notwithstanding its solemn declaration that it is entering into 20-year purchase con- 
tracts for gas in that field (supp. No. 1 to supp. No. 15, p. 1). 
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reasonably. Its alert management is one of the best informed in the industry 
respecting its rights and obligations under the Natural Gas Act, its rate schedules 
and the Commission’s rules and regulations under the act. 

By written word and conduct United has long since placed its own interpreta- 
tion upon its own language in supplement No. 1 to supplement No. 15. Moreover, 
its present claim that “equity” should be done even if “surplus” gas was not pur- 
chased in the Carthage Field is without merit when the fact is noted and borne 
in mind that United did not buy gas from Texas Eastern Transmission Corp. It 
borrowed gas from that transmission system and contemporaneously agreed to 
return the same volume. The transaction is one that is common in the industry 
and is known as “exchange” gas. By formal agreement of April 24, 1950, having 
& primary term of 10 years, which superseded a like existing agreement, the 
two pipelines undertook to make a mutually advantageous exchange of gas, Texas 
Eastern to make delivery near Castor, La., and United to return an equivalent 
volume of gas at Longview, Tex. (exh. 10, line 15). No rate or charge was there- 
in provided, the exchange being on an M. c. f. for an M. ¢c. f. basis. If, however, 
United should be unable, because of operating conditions, to complete the ex- 
change during the same month that it received gas at Castor, then Texas Eastern 
might withhold payment due United from Texas Eastern (under other presently 
existing contracts) for a volume of gas equal to such volume as had not been re- 
turned by the end of the current month and until such time as United does return 
such gas. Such an arrangement is not the purchase of gas at 7144 cents that 
United now argues it bought and which “in equity” should be treated as “surplus” 
gas in the Carthage Field, as provided in supplement No. 1 to supplement No. 15. 

It is transparently clear from the factual record respecting United’s rate 
schedules F. P. C. Nos. 9, 10, and 11 and the supplements thereto, particularly 
supplement No. 1 to supplement No. 15 that the interpretation placed on supple- 
ment No. 1 to supplement No. 15 by the Commission and its staff was in com- 
plete harmony with United’s own interpretation and conduct until it received 
“advice of counsel,” and then it changed its entire position, which has resulted in 
litigation ever since. 

Numerous questions are discussed by United’s counsel in 84 pages of briefs, 
none of which is relevant to the basic issue here presented. It might be noted 
in passing, for whatever it is worth, that the first appendix to United’s reply 
brief is not a part of the record before the examiner, which will be certified to 
the Commission concurrently with the filing of this intermediate decision. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the evidence adduced, the briefs of argument of counsel, 
and the preceding portions of this intermediate decision, the examiner finds and 
concludes : 

(1) United Gas Pipe Line Co., a Delaware corporation, owns and operates an 
interstate natural gas transmission system, is engaged in the transportation of 
natural gas in interstate commerce and in the sale in interstate commerce of 
such gas for resale for ultimate public consumption, and is a natural-gas com- 
pany within the meaning of the Natural Gas Act and subject to the jurisdiction 
of the Commission. 

(2) Mississippi River Fuel Corp. (Mississippi), petitioner in docket No. 
G—2024, is a natural-gas company within the meaning of the Natural Gas Act, and 
subject to the jurisdiction of the Commission, as found in previous proceedings 
(Re Mississippi River Fuel Corp., 4 F. P. C. 535 (1944); 9 F. P. C. 198, 219 
(1950) ). 

(3) United Gas Pipe Line Co.’s rate schedules F. P. C. Nos. 9, 10, and 11 were 
filed as effective rate schedules by United on August 22, 1938. 
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(4) On September 7, 1945, United entered into a contract with Mississippi to 
furnish certain of Mississippi’s gas requirements at a commodity charge of 5 
cents per M. c. f. (plus a specific demand charge). This contract was duly filed 
with the Commission and was permitted to become effective as supplement No. 
11 to United’s F. P. C. rate schedules Nos. 9, 10, and 11. 

(5) Natural gas sold to Mississippi under United Gas Pipe Line Co.’s rate 
schedules F. P. C. Nos. 9, 10, and 11, as suppplemented and amended, was all 
produced or produced in major part in Texas, was transported by United to 
Mississippi's Perryville compressor station in the Monroe Field in Louisiana 
where delivery was made to Mississippi, was transported by Mississippi for re- 
sale outside the state of production; and the sale of such gas to Mississippi was 
therefore a sale for resale in interstate commerce subject to the jurisdiction of 
this Commission under the Natural Gas Act. 

(6) Supplement No. 11 to United's rate schedules F. P. C. Nos. 9, 10, and 11, 
providing for the delivery by United to Mississippi of Carthage Field gas to 
replace Monroe Field gas theretofore delivered, and for the establishment of a 
demand-commodity rate (38 cents per month per M. c. f. of demand and 5 cents 
per M. c. f. of commodity), was filed on October 1, 1945, and became effective 
December 1, 1945. 

(7) On March 28, 1949, pursuant to the terms of supplement No. 11, Mississippi 
made written request of United for an additional supply of gas commencing 
November 1, 1949, up to an approximate quantity of 195,000 M. c. f. per day. It 
was contemplated by both seller and buyer that such additional supply of gas 
must be secured from purchases by United of surplus gas in the Carthage Field 
commencing at 714 cents per M. c. f. 

(8) United and Mississippi thereupon entered into two suppplemental con- 
tracts, each dated November 16, 1949, for the sale by United to Mississippi up 
to a maximum of 195,000 M. c. f. of gas per day. Both of such contracts were 
simultaneously filed with the Commission on November 23, 1949, and were per- 
mitted to become effective on December 8, 1949, as supplement No. 15 to United’s 
F. P. C. rate schedules Nos. 9, 10, and 11, and supplement No. 1 to said supple- 
ment No. 15, by Commission order issued December 20, 1949. 

(9) Supplement No. 15 provided for an increase in the volumes of natural gas 
sold and delivered by United to Mississippi from 73,000 M. c. f. to 195,000 M. c. f. 
per day, and for an increase in the rate for the total volume of 195,000 M. ec. f. 
based on charges of 45 cents per month per M. c. f. of demand and 6% cents 
per M. c. f. of commodity. 

(10) The commodity charge of 614 cents per M. c. f. provided in supplement 
No. 15 to United’s rate schedules F. P. C. Nos. 9, 10, and 11 was a rolled-in rate 
based on the average of 73.000 M. c. f. at 5 cents pere M. c. f. and 122,000 M. c. f. 
(of surplus gas to be purchased in the Carthage Field) at 714 cents per M. c. f. 

(11) Said supplement No. 15 provided that the commodity charge of 614 cents 
ver M. c. f. should be adjusted as provided in supplement No. 1 to supplement 
No. 15 as follows: 


Due to variations in the market demands of both United and others now 
withdrawing gas from Carthage Field, the amount of surplus gas purchases 
may, in any years (sic), be less than the amount estimated by United to 
supply the increased requirements of Mississippi River Fuel Corp. It is 
the intention of United, as of March 1st of each year, to make an appropriate 
adjustment in the commodity charge as set out in its amendatory agree- 
ment with Mississippi River Fuel Corp. dated November 16, 1949, in the 
event that the surplus gas purchases, chargeable to Mississippi River Fuel’s 
increased demand as set out in said agreement, shall be less than 122/195 
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of Mississippi River Fuel’s total requirements from United. The amount of 
the adjustment, and the method of calculation, shall be approved by the 
Federal Power Commission. 


(12) Supplement No. 1 to supplement No. 15 provided that United, as of March 
ist of each year, would make an appropriate accounting adjustment in the 614 
cents commodity charge to the extent United did not purchase 122,000 M. ec. f. 
per day of Mississippi’s increased requirements as surplus gas in the Carthage 
Field at 7% cents per M. c.f. Said supplement also specified the method of de- 
termining the volume of any such surplus gas purchased which is allocable to 
Mississippi. 

(13) In permitting supplement No. 1 to supplement No. 15 to United’s rate 
s-hedules F. P. C. Nos. 9, 10, and 11 to become effective the Commission in its 
order issued December 20, 1949, recited that: 


Supplement No. 1 to said supplement No. 15 provides that United will 
make an adjustment in the commodity charge as of March 1 of each year, as 
therein provided. 


Such order provided that: 


United shall file as of March 1 in each year the amount of the proposed 
adjustment in the commodity charge, referred to in said supplement No. 1 to 
supplement No. 15, the method of calculation of such adjustment, and such 
other details as may be requested by the Commission, and such filing shall 
be made each year whether or not any adjustment is contemplated by United. 


(14) It is concluded that supplement No. 1 to supplement No. 15 to United’s 
rate schedules F. P. C. Nos. 9, 10, and 11, when read in the light of the Com- 
mission’s order issued December 20, 1949, accepting supplement No. 15 and 
supplement No. 1 thereto for filing, make it clear that as of March 1st of each 
year United is required to make an accounting respecting natural gas delivered 
under such rate schedules to Mississippi so as to reflect 7144 cents per M. ¢. f. 
with respect to volumes of “surplus” natural gas purchased by United in the 
Carthage Field at 7% cents and allocable to Mississippi, and 5 cents per M. c. f. 
for the remaining volumes of natural gas delivered. 

(15) Pursuant to the terms of supplement No. 15 and supplement No. 1 to 
supplement No. 15, United, on May 23, 1950, filed with the Commission a proposed 
adjustment for the period from December 13, 1949, to February 28, 1950, of 
$201,892.53 which showed: no “surplus” gas purchased in the Carthage Field at 
7% cents and which computed all deliveries of gas to Mississippi at a commodity 
charge of 5 cents per M. c. f. (with appropriate B. t. u. adjustment). Such pro- 
posed adjustment was accepted by order of the Commission issued June 27, 
1950, and $201,892.53 was paid by United to Mississippi pursuant to the direction 
of such order. 

(16) By letter dated April 24, 1951, United transmitted for filing with the 
Commission a statement showing, as the proposed adjustment in its charges 
to Mississippi for the period from March 1, 1950, to February 28, 1951, an 
amount of $688,789 to be remitted to Mississippi, and by letter dated June 18, 
1951, transmitted for filing a revised statement showing the same proposed ad- 
justment. In such statements United treated certain “exchange gas” which it 
received from a transmission pipeline of Texas Eastern Transmission Corp. at a 
point near Castor, La., as being the same, under the provisions of supplement Noi 
1 to supplement No. 15 to rate schedules F. P. C. Nos. 9, 10, and 11, as “surplus” 
gas purchased at 7% cents per M. c. f. in the Carthage Field. United has not paid 
any amount to Mississippi by way of adjustment for any period subsequent to 
February 28, 1950. 
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(17) It is concluded that United fully understood and recognized the import 
and meaning of supplement No. 1 te supplement No. 15 to rate schedules F. P. C. 
Nos. 9, 10, and 11, by virtue of the facts found in findings (15) and (16) hereof. 

(18) “Surplus gas” as that term was used by United in supplement No. 1 
to supplement No. 15 meant and means that volume of gas that is produced in the 
Carthage Field and purchased by United and others which is over and above 
those contract volumes produced in that field to meet the market demands of 
United and other purchasers withdrawing gas from the Carthage Field. 

(19) “Exchange” gas received by United from Texas Eastern is not entitled 
to the same treatment as “surplus” gas purchased in the Carthage Field pursuant 
to the provisions of supplement No. 1 to supplement No. 15 to United’s rate 
schedules F. P. C. Nos. 9, 10, and 11, because “exchange” gas is not provided 
for in said supplement No. 1. 

(20) Had United intended to substitute “exchange” for “surplus” gas to be pur- 
chased in the Carthage Field, it could and should have filed an appropriate supple- 
ment to supplement No. 1 to supplement No. 15 providing for such substitution. 

(21) United set up on its books a charge of 714 cents for “exchange” gas. Such 
charge was merely a bookkeeping entry because upon return of such gas by United 
to Texas Eastern the bookkeeping entry was counterbalanced by the entry of a 
credit for a like amount on United’s books. 

(22) Supplement No. 15 and supplement No. 1 to supplement No. 15 were 
valid and effective supplements to existing rate schedules on file with this Com- 
mission under the Commission’s rules, and under the Natural Gas Act, for the 
period from December 8, 1949, until January 3, 1953, when they were super- 
seded by new rates under United’s F. P. C. gas tariff then made effective under 
bond. 

(23) An accounting adjustment under supplement No. 1 to supplement No. 15 
does not constitute reparation or a redetermination of a filed rate, but is a year- 
end accounting adjustment made in accordance with a filed and effective rate 
schedule pursuant to the order of the Commission issued December 20, 1949. Such 
schedule is a formula rate schedule wherein the exact amount due United from 
Mississippi is not known until after the close of the year specified. 

(24) Supplement No. 15 and supplement No. 1 thereto were voluntarily filed by 
United, and the Commission’s construction and interpretation of such supple- 
ments were clearly stated in its orders issued December 20, 1949, and June 27, 
1950, which orders became final and are binding upon United. 

(25) During the 12-month period from March 1, 1950, to February 28, 1951, 
United purchased no surplus gas in the Carthage Field and a commodity charge 
of 5 cents per M. c. f., instead of the 614 cents per M. c. f. actually billed, is prop- 
erly applicable to United’s deliveries of gas to Mississippi during this period. 
Based on a commodity charge of 5 cents per M. c. f. (in lieu of the 614 cents per 
M. c. f. actually charged and paid by Mississippi) the price adjustment payable 
to Mississippi pursuant to the provision of supplement No. 1 to supplement No. 15 
to United’s rate schedules F. P. C. Nos. 9, 10, and 11 on the gas actually delivered 


to Mississippi during this period (including suitable B. t. u. adjustment) is 
$1,033,184.71. 


(26) During the period from March 1, 1951, to December 31, 1952, United 
purchased 5,431,561 M. ec. f. (at 2#-+14.7 pounds per square inch absolute) of 
“surplus gas” in the Carthage Field. 

(27) Of the total “surplus gas” purchased by United in the Carthage Field 
during the period stated, the quantity chargeable to Mississippi results in ad- 
justed commodity charges for gas delivered by United to Mississippi pursuant 
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to the terms of supplement No. 15 and supplement No. 1 to supplement No. 15 to 
United’s rate schedules F. P. C. Nos. 9,10, and 11 as follows: 












Month Adjusted com- Month Adjusted com- 

modity charge | modity charge 

a eS $306, 392. 20 || March 1952....._.. 27 
SE ES Sear 307, 653.32 || April 1952- . 48 
May 1951... S70, 390.78 1) BERY WOER.........02.2000--ceeseeee- . 76 
June 1951....... | 270, 431.89 || June 1952_...-- 2.30 
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September 1061..................... 268, 136.18 || September 1952..-- .83 
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io eanhaocauin 357, 730.15 || December 1952----. ioatied 324, 334. 06 
Janeary 1008..................- = Sr fs. conc  cicesmaanmaamanaaen 
February 1952..22222222222002.2-] 324, 985.39 ||--- |. : 
tid cemiiclabeiccetee 3, 638, 109. 82 || aise : 5.33 











(28) The actual commodity charges for gas paid by Mississippi to United for 
the above periods, the amount properly payable and the difference between the 
amount paid and the amount properly payable under supplement No. 15 and 
supplement No. 1 to supplement No. 15 of United’s rate schedules F. P. C. Nos. 
9,10, and 11, are: 


Period March | Period March 











| 1,1951,to | 1, 1952, to 
| February 29, | December 31, 
1952 | 1952 

= = _ poe a toe 


ineniencsaqnoneonnneee $4, 605,756.23 | $3, 857, 007. 64 


Amount paid by Mississippi... -........- ; | Bons, ono 
i 3, 638, 109. 82 3, 021, 545. 3 


Amount payable by Mississippi.......--. 


Difference payable by United to Mississippi...................---- 967, 646.41 | 835, 452. 31 





ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or re- 
view by the Commission on its own motion, as provided in its rules of practice 
and procedure, that: 

(A) The adjustment, pursuant to the terms of supplement No. 15 and supple- 
ment No. 1 to supplement No. 15 to United’s F. P. C. rate schedules Nos. 9, 10, 
and 11, applicable to the commodity charge for gas purchased by Mississippi from 
United, is hereby determined to be: 


$1,033,184.71 for 12 months ended February 28, 1951. 
$967,646.41 for 12 months ended February 29, 1952. 
$835,462.31 for 10 months ended December 31, 1952. 


(B) Within 30 days of the date of the issuance of this order United Gas Pipe 
Line Co. shall, pursuant to the terms of supplement No. 15 and supplement No, 1 
to supplement No. 15 to United’s F. P. C. rate schedules Nos. 9, 10, and 11, file an 
accounting adjustment with the Commission showing an adjustment applicable 
to the commodity charge for gas purchased by Mississippi from United as fol- 
lows: 

$1,033,184.71 for 12 months ended February 28, 1951. 
$967,646.41 for 12 months ended February 29, 1952. 
$835,462.31 for 10 months ended December 31, 1952. 

(C) United’s motions to dismiss both dockets in these consolidated proceed- 
ings should be and they are hereby overruled. 

MARVIN FARRINGTON, 
Presiding Examiner. 
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In THE MATTER OF 
PUBLIC SERVICE COMPANY OF NORTH CAROLINA, INC. 


Upon an Application for a Disclaimer of Jurisdiction, or, in the Alternative, for 
a Certificate of Public Convenience and Necessity 


Docket No. G-1890 


October 5, 19353" 


Sylla bus 


1. Facilities constructed to handle natural gas, which are not located wholly 
within the areas bounded by the city limits of the communities, are cross 
country lines performing primarily an interstate transportation function and 
only incidentally performing a very minor retail distribution function. 
P. 748. 

2. Commission issues a certificate of public convenience and necessity under sec- 

tion 7 of the Natural Gas Act to Publie Service authorizing it to construct 
and operate the facilities described in its application. P. 750. 


Harold J. Cohen, of Root, Ballantine, Harlan, Bushby and Palmer, and R. 
Greag Cherry for applicant. 
William L. Brunner for the staff of the Federal Power Commission. 


WoopALL, Presiding Examiner: This proceeding involves either the disclaimer 
of jurisdiction by the Commission, or the consideration of an application filed 
on February 5, 1952, for a certificate of public convenience and necessity author- 
izing the construction and operation of certain facilities interconnecting facili- 
ties heretofore authorized by the Commission to be constructed and operated by 
Public Service Co. of North Carolina, Ine. (applicant), hereafter referred to as 
its presently authorized system, with certain town, city and unincorporated 
distribution areas. Applicant claims that these additional facilities merely ex- 
tend from its presently authorized system to its retail customers and, hence, 
ive facilities used for the local distribution of natural gas, which are exempt 
from the Natural Gas Act by section 1 (b) thereof. The staff takes the opposite 
position as to jurisdiction but recommends the issuance of the certificate of 
public convenience and necessity. 

The facilities have been constructed pursuant to a temporary certificate of 
public convenience and necessity granted to the applicant by the Commission 
on April 22, 1952. 

Although the Commission has sought to resolve this type of jurisdictional issue 
by recommending to Congress the amendment of the act to relieve the Com- 
mission of jurisdiction over such lateral lines as these, the act has not yet been 
amended and decision must be rendered in the light of Commission precedents 
and the construction of the act by the United States Supreme Court, particularly 
in the case of Federal Power Commission vy. East Ohio Gas Co., 338 U. S. 464 
(1950). 

For the purpose of this decision, the facts may be summarized as to the various 
facilities proposed to be constructed and operated extending the presently 
authorized laterals and other facilities to the specific distribution areas to be 
served by applicant, all in the State of North Carolina.’ Briefly summarized, 
the Commission has already certificated the construction and operation of laterals 
for the transportation of natural gas supplied by Transcontinental Gas Pipe 





*Initial decision and order became effective on November 5, 1953, as final decision and 
order of the Commission. 
1 The briefs accurately detail the engineering and other relevant facts. 
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Line Corp. (Transcontinental) from its interstate transmission pipeline travers- 
ing the area. The Utilities Commission of the State of North Carolina has 
granted to applicant a certificate of convenience and necessity to transport, 
distribute and sell natural gas in three certain areas (city, town and rural) 
in North Carolina, which are defined in its order (docket No. G-5, SUB 3), 
which order is exhibit No. 1 herein. The areas are also delineated on a map, 
which is a part of that order, marked exhibit C. The certificate issued by the 
Utilities Commission of the State of North Carolina covers three defined geo- 
graphical areas, not merely enumerated incorporated towns from which fran- 
chises are required. 

The western area extends from Asheville, Enka, Alexander, and Candler 
on the west to Mount Holly and Cramerton on the east. The central area en- 
compasses Statesville on the north and Harrisburg and Mt. Pleasant on the 
south. The eastern area is triangular with Haw River (near Burlington) on 
the west, Creedmore on the east, and Raleigh and Garner on the southeast point 
of the triangle. 

Applicant’s proposal is to build metering and regulating stations and mains 
extending from the presently authorized laterals and metering and regulating 
stations, which will permit distribution of natural gas within the authorized 
distribution areas. This Commission by its order in docket No. G—1407, et al., 
issued on June 7, 1951, 10 F. P. C. 1079, prescribed allocation of natural gas to 
applicant predicated upon the rendering of service to communities specifically 
listed in that order. The allocation of 16,385 M. c. f. daily was for distribution 
by applicant in 34 communities. Service to 9 of these communities has already 
been certificated, namely, Asheville, Concord, Kannapolis, Durham, Chapel Hill, 
Gastonia, Dallas, Raleigh, and Statesville, in which distribution systems have 
been in being for some time. This Commission’s order also required applicant 
to file with it the type of application here involved “prior to the construction 
and operation of any interconnecting facilities.” The facilities herein proposed 
relate to extending distribution to the remaining 25 communities. 

It is a characteristic of a considerable part of the easterly part of the western 
area, the central area, and the eastern area, as delineated in the State’s grant 
of authority, that relatively large population centers have grown up, which have 
acquired names, but which are not incorporated as villages, towns or cities. 
It is also distinctive of these areas that it is often difficult to determine where 
one such rural population center (being unincorporated) is to be deemed sepa- 
rated from the next contiguous area of population. Thus distribution will follow 
population density as the proposed lines interconnect towns (when they are in- 
corporated areas) and other population centers (which are unincorporated 
areas). 

The facilities here involved branch off from applicant’s already certified 
laterals and meterings and regulating stations. They lie between the existing 
laterals and metering and regulative stations, heretofore certified by this Com- 
mission, and the ultimate consumers. 

The staff’s and the applicant’s briefs set forth in adequate and accurate detail 
the facilities proposed herein, the population density, the distances involved and 
all other essential facts relevant to the operation of the proposed facilities for 
the various distribution areas contiguous to the facilities herein proposed. Such 
areas are the following: 

(1) The Gastonia area. From the take-off point at a certificated meter and 
regulating station near the Gastonia city limits to the town of Mt. Holly there 
are 14 miles of mains proposed. Part of the area was previously served with 

manufactured gas. Two of the communities (Ranlo and Cramerton) are unin- 
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corporated. Between some of the towns and along the route of the new main, 
residences and commercial and industrial structures are continuous. Along the 
route in other segments there is not quite such population density. In the Gas- 
tonia area thus described about 9 miles of mains will be outside of town limits 
and between town limits.2 The count of residences and business establishments 
between town limits is 1,266, consisting of 1,127 residences, 131 commercial 
establishments and 8 industries. In Gastonia and the towns and unincorporated 
centers density is that normally found. Service along the route will be rendered 
by individual service regulators. 

(2) The Forest City area. Forest City is the trading center for the group 
of six communities to be served by the mains here proposed. There will be 
about 17 miles of mains with about 9 miles outside town limits. The residence 
and business enterprise count outside town limits is 582. The take-off point is 
the metering and regulating station near Caroleen on the certificated Asheville 
lateral. 

(83) The Kannapolis area. Kannapolis is unincorporated yet is listed with 
28,448 population in the 1950 census. The population of Kannapolis, Concord, 
Landis, and China Grove area is 48,252. In and between Kannapolis and Con- 
cord an old main to serve propane air gas from the plant in Concord has been 
in use for 20 years. A new main will extend service to Landis and China Grove, 
which together have a population of about 1,400. Service along the thickly settled 
route of these mains will be rendered by house regulators. Operating pressure 
will be between 10 and 25 pounds. 

(4) Davidson-Cornelius area. A 3-inch lateral supplying ‘gas to Davidson 
has already been certificated. A metering and regulating station will reduce 
pressure from 100 pounds to about 25 pounds. Cornelius and Davidson are 
contiguous, separated only by a railway and connected by an underpass. They 
have about 4,000 population. 

(5) The Town of Cary. The certificated Burlington-Raleigh lateral runs 
through Cary, where a metering and regulating station will be located. Service 
from that station will be distributed by use of standard service regulators for 
each town customer. The certificated lateral is designed to carry gas at 500 
pounds pressure. The metering and regulating station will reduce pressure to 
about 25 pounds for service through town mains. The population is about 1,500. 

(6) Durham-Chapel Hill-Carrboro area. Durham with a 1950 population of 
71,311 has long had a manufactured gas distribution system. In 1932 a 7-mile, 
4-inch main was laid to serve Chapel Hill and the intervening area with manu- 
factured gas. This stretch is built up solidly and 148 residences and com- 
mercial customers are now served with manufactured gas. Upon the receipt of 
natural gas this existing main will be interconnected with a certificated lateral 
running from Burlington to Raleigh by a metering and regulating station to 
reduce pressure from 500 pounds to about 35 pounds, from which station gas 
will then flow 21%4 miles into Chapel Hill and oppositely 4%4 miles to Durham. 
Ordinary standard service regulators will be used for service as previously 
along the main to existing and new customers. Carrboro is separated from 
Chapel Hill only by a railway and is connected by an underpass. In addition, a 
spur main will take off from a metering and regulating station in the southerly 
part of Durham located on the already certificated Burlington-Raleigh lateral 
to feed natural gas into the existing Durham network of distribution mains from 
the south end of town. 


2The term “town limits” must be used to include the estimated density limits of the 
unincorporated centers. 
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(7) Shelby area. The certificated Asheville lateral passes 41%4 miles distance 
from Shelby, where a metering and regulating station and lateral will inter- 
connect Shelby. The route is built up with residences and business enterprises 
between the Asheville lateral take-off point and Shelby and customers along the 
route will be served. Shelby had a 1950 population of 15,508.° 

(8) Kings Mountain area. Kings Mountain had a 1950 population of 7,206 
and lies 3 miles distance from the Asheville lateral. In 2 miles of that segment 
there is an industrial community, having three textile mills, a rare metals mine 


and a stone quarry. In the additional stretch of a mile there is residential 
development.® 


TRANSPORTATION OR DISTRIBUTION 


Natural gas will move from the applicant’s presently authorized system into 
the areas thus outlined. It will travel through incorporated towns and cities, 
through unincorporated population centers and densely Luilt up stretches along 
main interconnecting highways between towns and pcpulation centers. The 
gas will move under pressures never higher than 50 pounds per square inch 
gage and usually at about 10 pounds per square inch gage, which will permit 
direct customer service from any point on these lines using standard service 
regulators. Except for such regulators, the gas will move from the presently 
authorized system, certificated as facilities transporting gas in interstate com- 
merce, uninterruptedly to the burner tips. In cities such as Durham (71,311 
population), Gastonia (23,069 population), Concord (16,486 population) and 
Chapel Hill (9,177 population) the proposed pipe line will feed into a network 
of street mains. In some towns networks of mains will be required. In others, 
individual service regulators will be used on individual house taps. In rural 
areas or unincorporated centers, the same variations exist. In Kannapolis 
(an unincorporated county area having 28,448 population) a network of street 
mains are in place and have been used for years. In some instances, existing 
manufactured gas mains will be converted to carry natural gas as in Gastonia, 
in and between Gastonia and Dallas (laid in 1929), in and between Concord 
and Kannapolis (laid 20 years ago), in and between Durham and Chapel Hill 
(also 20 years old). For 20 years these existing mains distributed manufactured 
gas to the areas involved. Now they will transport natural gas, which origi- 
nated, of course, in other states. 

The staff’s brief cities “In the Matters of Texas-Iilinois Gas Pipeline Co., 
in docket Nos. G—1246 and G—1477, 10 F. P. C. 235, (opinion No. 216)” and other 
eases decided by the Commission to the effect that facilities constructed to 
handle natural gas which are not located wholly within the areas bounded by 
the city limits of the communities are cross-country lines performing primarily 
an interstate transportation function and only incidentally performing a very 
minor retail distribution function. The authority of the United States Supreme 
Court case of Federal Power Commission v. East Ohio Gas Co., 338 U. S. 464, 
is relied upon by the Commission in its opinions. 

Under the precedents of Commission decisions deemed binding upon the un- 
dersigned, it will be decided herein that the Commission has jurisdiction over 
these proposed facilities and that, despite their unescapable distribution utiliza- 
tion, they are subject to the requirements of a certificate of public convenience 
and necessity. They have not been deemed to be exempt from the provisions of 





The applicant must obtain franchises to proceed to use the certification as to these 
towns. This record contains mention of docket G-1277 before the Commission but no 
data sufficient to deny certification. 
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the Natural Gas Act as local distribution facilities as provided in section 1 (b) 
of the act. 
The evidence is inadequate, even if it were otherwise feasible, to segregate 


those parts of the facilities which are wholly within the areas bounded by the 


And how to distinguish the seg- 
ment within the 28,448 population center of unincorporated Kannapolis is not 


city limits of the incorporated communities. 


clear. Hence, thus controlled by precedent, wherever gas moves in these facilities, 
transportation in interstate commerce must be found. 

The staff recommends the issuance of the certificate. The applicant so prays 
if jurisdiction be not disclaimed. 


FINDINGS AND CONCLUSIONS 


(1) The record justifies the statutory findings required by section 7 (ec) that 
applicant is a qualified applicant. The Commission has determined applicant to 
be a natural-gas company. It owns and operates other certificated facilities. 

(2) Applicant is able and willing to construct and operate these facilities and 
to render the natural gas service previously authorized by the Commission, 
which these facilities are designed for and will accomplish. Applicant has shown 
the availability of funds to finance the proposed construction. 

(3) The public convenience and necessity require the construction and opera- 
tion of the proposed facilities and the proposed service of natural gas, which 
finding and conclusion was also made by the Commission in docket No. G—1407, 
et al. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission, that— 

(A) A certificate of public convenience and necessity be, and hereby is, issued 
to Public Service Co. of North Carolina, Inc., authorizing it to construct and 
operate the facilities herein applied for as more fully described in its applica- 
tion and the record in docket No. G—1890. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by applicant within 30 days from the issue date of the order issuing such 
certificate: Provided, however, That if an application for rehearing of such 
order is filed in accordance with section 19 of the Natural Gas Act, such ac- 
ceptance shall be filed within 30 days from the issue date of the order of the 
Commission upon the application for rehearing or within 30 days from the date 
on which such application may be deemed to have been denied when the Com- 
mission has not acted on such application within 30 days after it has been filed : 
Provided, however, That if a petition for review is filed in accordance with the 
provisions of section 19 of the Natural Gas Act, such acceptance shall be filed 
within 30 days after final disposition of the judicial review proceedings thus 
initiated. 

(C) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be commenced within 60 days 
after the issuance of this order and shall be completed and actual operations 
thereunder commenced by applicant not later than 6 months subsequent to be- 
ginning of construction. 


(2) Applicant shall file with the Commission, in writing and under oath, an 
original and four conforming copies of the following: 
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(i) Within 1 month after date of issuance of this order, a progress report 
showing the exact status of authorized construction; 

(ii) Within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of 
the date of such placement and commencement ; 

(iii) Within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement show- 
ing the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, con- 
tingencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimate of costs 
relied upon herein by applicant. 

(3) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operation hereby authorized and in ac- 
cordance with the provisions of the Natural Gas Act, as well as any applicable 
rules, regulations, or orders of the Commission. 

EMERY J. WOODALL, 
Presiding Eraminer. 


IN THE MATTER OF 
KANSAS-COLORADO UTILITIES, INC. 


Upon an Application for an Order Pursuant to Section 7 (a) of the Natural 
Gas Act 


Docket No. G-2138 
October 5, 1953* 
Syllabus 


Commission orders Colorado Interstate to establish and maintain physical inter- 
connection of its transportation facilities with those of Kansas-Colorado, and 
to sell to Kansas-Colorado through such physical connection not in excess of 
500,000 M. c. f. of natural gas per year. P. 756. 


Harold Bolton for Kansas-Colorado Utilities, Inc. 
Norman E. Duke for the staff of the Federal Power Commission. 


MarsH, Presiding Examiner: This is a proceeding under the provisions of 
section 7 (a) of the Natural Gas Act. 

On March 20, 1953, Kansas-Colorado Utilities, Inc. (Kansas-Colorado or appli- 
cant), filed with the Commission an application pursuant to that section of the 
statute in which it seeks an order directing Colorado Interstate Gas Go. (Colorado 
Interstate) to establish physical connection of its transportation facilities with 
the facilities of applicant, at McClave, Colo., and to sell to applicant up to 5 mil- 
lion cubic feet of natural gas per day during the months of May, June, July, 
August, September, and October of each year, beginning May 1, 1953. In that ap- 
plication Kansas-Colorado also requested that the price to be paid by applicant to 
Colorado Interstate for the gas so sold and delivered to it be fixed at 12% cents 
per M. c.f. Applicant also requested the Commission to hear this matter under 


*Initial decision and order become effective on November 5, 1953, as the final decision 
and order of the Commission. 
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the shortened form of procedure provided by section 1.32 of the Commission's 
rules and regulations. 

In an answer to the application filed on April 22, 1953, Colorado Interstate 
asserted that it made no objection to the order sought by applicant except, 
however, that it would contend that the Commission did not have the authority 
t» fix the rate for the gas which might be delivered by Colurado Interstate to 
the applicant under an order such as that contemplated by section 7 (a) of the act. 

On June 30, 1953, the Commission issued an order in which it found that good 
cause did not exist for granting the request of applicant that its application be 
heard under the shortened procedure, and set the matter down for hearing in the 
regular manner. Pursuant to that order the matter came on for hearing and was 
heard on August 24, 1953, before the undersigned presiding examiner. 

In a statement made at the opening of the hearing counsel for the applicant 
declared that Kansas-Colorado wished to withdraw the request contained in its 
application that the Commission set a price of 12% cents for the gas which 
applicant proposed to purchase from Colorado Interstate, and that applicant 
did not intend to offer evidence in support of that request. At the hearing 
Kansas-Colorado offered no evidence whatever on that point. 

Thereafter, on August 28, 1953, applicant filed an amendment to its application 
herein in order to make it conform to the evidence presented at the hearing, by 
deleting therefrom the request that the price to be paid by applicant to Colorado 
Interstate for gas which applicant proposed to purchase be fixed at 12% cents 
per M. ec. f. 

Subsequent to the hearing, counsel for the applicant, Kansas-Colorado Utilities, 
Inc., for the respondent, Colorado Interstate Gas Co., and for the staff of the 
Commission filed briefs. 


THE ISSUES 


Section 7 (a) of the Natural Gas Act, under the provisions of which this 
proceeding arises, is as follows: 


Sec. 7. (a) Whenever the Commission, after notice and opportunity for 
hearing, finds such action necessary or desirable in the public interest, it 
may by order direct a natural-gas company to extend or improve its trans- 
portation facilities, to establish physical connection of its transportation 
facilities with the facilities of, and sell natural gas to, any person or munici- 
pality engaged or legally authorized to engage in the local distribution of 
natural or artificial gas tu the public, and for such purpose to extend its 
transportation facilities to communities immediately adjacent to such facili- 
ties or to territory served by such natural-gas company, if the Commission 
finds that no undue burden will be placed upon such natural-gas company 
thereby ; Provided, That the Commission shall have no authority to compel 
the enlargement of transportation facilities for such purposes, or to compel 
such natural-gas company to establish physical connection or sell natural 
gas when to do so would impair its ability to render adequate service to its 
customers. 


The issues here involved are, therefore, 

(1) Whether applicant is a person engaged in or legally authorized to engage 
in the local distribution of natural gas to the public. 

(2) Whether Colorado Interstate Gas Co. is a natural-gas company. 

(3) Whether it is necessary or desirable in the public interest to direct Colo- 
rado Interstate Gas Co. to establish physical connection of its transportation 
facilities with the facilities of, and sell natural gas to, the applicant. 
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(4) Whether to do so would place an undue burden upon Colorado Interstate 
Gas Co. 

(5) Whether to do so would impair Colorado Interstate’s ability to render 
adequate service to its customers. 


THE FACTS IN EVIDENCE 


Applicant is a corporation organized under the laws of the State of Kansas. 
Kansas-Colorado is a natural-gas company (In the Matter of Kansas-Colorado 
Utilities Co., 4 F. P. C. 1026; In the Matters of Kansas-Colorado Utilities, Inc, 
et al., docket No. G—1595, et al., opinion No. 245) engaged in the production, 
transmission and distribution of natural gas. The applicant is authorized to 
transact the business of a public utility in the States of Colorado and Kansas. 

Kansas-Colorado owns and operates a natural-gas transmission pipeline which 
extends from a point in the Hugoton gas field in Stevens County, Kans., in 
a generally northwesterly direction to McClave, Colo. From various points on 
and along that transmission line there extend lateral pipelines which serve, in 
the aggregate, 12 communities in Colorado and 5in Kansas. The gas distribution 
facilities in those communities are also owned and operated by Kansas-Colorado. 
As of the end of the year 1952, the applicant had in its service area a total of 
5,980 meters of which 5,957 were classified as domestic and commercial customers, 
20 were classified as industrial customers; and applicant was selling gas to two 
other gas utilities for resale. During the year 1952 applicant sold a total of 
2,583,849 M. c. f. of natural gas, of which 1,144,000 M. c. f. was purchased by 
applicant’s domestic and commercial customers and 1,439,849 M. c. f. was used 
by customers classified as industrial. 

Heretofore, the source of applicant’s supply of natural gas has been the 
Hugoton gas field in Grant, Stevens, Stanton, Hamilton, and Kearney Counties, 
Kans. Of the total gas purchased and produced by applicant in the year 1952, 
amounting to 3,680,505 M. c. f., 2,400,947 M. c. f. was produced by the applicant’s 
wells and 667,558 M. c. f. was purchased in the field from field gathering lines 
on an emergency basis from Cities Service Gas Co. and Panhandle Eastern 
Pipeline Co. 

Natural gas produced in the Hugoton Field is transported through appli- 
cant’s transmission lines above described to the several points of distribution 
in the State of Kansas, and the balance is transported into the State of Colorado 
where it, also, is distributed to and through applicant’s several distribution 
systems therein. 

Near the northwestern terminus of applicant’s transmission facilities at 
McClave, Colo., they are interconnected with similar facilities owned and operated 
by Colorado Interstate. 

The evidence reveals that applicant serves through and from the distribution 
facilities which it owns and operates in the communities referred to above a 
large number of alfalfa dehydrating mills which are located generally at the 
northwestern extremity of its distribution area. These mills do not operate 
the year around but only during the summer months, and for a period of about 
6 months each year. Consequently, contrary to the experience of most natural 
gas companies, including Colorado Interstate, applicant’s summer load is as 
large or larger than its winter load, including house heating. However, due 
to the regulations under which the production of gas in the Hugoton gas 
field is prorated by the State Corporation Commission of Kansas, the supply 
of gas available to takers in that portion of the Hugoton Field is relatively 
low during the summer months and high during the winter months. Thus, in 
the period in which its demands are high the availability of gas to applicant in 
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the Hugoton Field is low. As distinguished from Kansas-Colorado, other gas 
companies, including Colorado Interstate, normally have an over-supply of gas 
during the summer time when the house heating load is ata minimum. Further- 
more, as we have seen, generally 2pplicant’s industrial consumers are located 
on the Colorado end of its transmission system, and the capacity of the trans- 
mission facilities extending from the Hugoton Field westwardly is not sufficient 
to transport to that area the volumes of gas required therein by applicant’s 
customers. Because of those limitations, the working pressure on applicant's 
pipelines in that area becomes so low at times that applicant has been compelled 
to prorate the available gas; and there have been times when applicant could 
not continue to serve its alfalfa drying industrial customers. Those plants do 
not have standby drying equipment and on such oceasions they must interrupt 
their processing operations. As a result the alfalfa mills were shut down during 
those periods. Curtailment of gas to alfalfa mills has extended over periods 
of as much as twelve hours at a time. Sales of gas to the Lamar, Colo., electric 
light plant, where gas is sometimes used as boiler fuel, has been curtailed ahead 
of the service to the alfalfa plants. 

The alfalfa dehydrating business is of major importance in and to the com- 
munities which applicant serves with gas. It is, in fact, about the only major 
industry in that area. The business affords employment to a rather large num- 
ber of people and is considered vital to the maintenance of the economy of that 
area. 

The president of the applicant company testified that during the past several 
years there has been an expansion of the alfalfa dehydration industry in appli- 
cant’s service area; that every year new mills are being installed; that in the 
past year he had been contacted by several individuals and corporations seeking 
gas service and that numerous requests for such service have been made. * 

Thus, in addition to the deficiency in the supply of gas which exists in the 
summer months only, applicant finds itself unable to supply the requirements of 
potential customers the development of whose business is vital to the economic 
growth and improvement of applicant's service area. 

Applicant’s president testified that he was not able to state accurately the 
amount of the company’s gas requirements for the future over and above the 
amounts presently available. There are two or three alfalfa drying plants not 
presently served by applicant, but which would be if the gas were available. He 
estimated that those three plants would require about 115,000 M 


ce. f. of gas a 
year. Two of these three plants are now in operation and are using fuel oil in 
their processing. The witness knew of no other potential industrial customers 
in his area. He said that applicant does not propose to take on additional do- 
mestic or commercial customers except those which result from natural growth 
Kansas-Colorado does not propose to extend its service area. The additional 
gas sought herein would be used solely by industrial consumers, but with such 
gas available applicant’s wells would not have to be produced at the maximum 
rate possible. Applicant has no means of storing gas in off-peak periods. 

The evidence is that there are two ways in which the deficiencies in applicant's 
supply of gas for its summer load (particularly at the Northwest end of the sys- 
tem) could be made available. One is by the construction of 20% miles of 6- 
inch pipeline and about 28 miles of 4-inch line. The capital cost of such addi- 
tional facilities is estimated at about $401,000, while additional operating ex- 
penses related thereto are estimated at $41.558 a year. This additional invest- 





1 However, no contracts for gas service have been entered into with 
customers. 


those potential 
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ment and expense would be reflected in an increase in the cost of gas to appli- 
cant of about 1.6 cents per M. c. f. 

The other means by which this deficiency in gas supply could be made up is 
that proposed in the application herein. It would involve, as has been stated, 
the purchase of the additional volumes required from Colorado Interstate at 
McClave, Colo. There is already at that point a physical connection between the 
facilities of applicant and Colorado Interstate and no financial expenditure 
whatever would be required to put that plan into effect. All that would be re- 
quired is the authorization of this Commission. 

Colorado Interstate Gas Co. has been held on several occasions to be a natural 
gas company within the purview of the Natural Gas Act. Colorado Interstate 
Gas Company, et al., 3 F. P. C. 32, 40, 8 F. P. C. 32, 40, 8 F. P. C. 313, 314. That 
company owns, among other facilities, a natural gas transmission pipe line which 
extends in a north-south direction and crosses applicant’s transmission line here- 
tofore described at a point near McClave, Colo. There is evidence in this record 
(which, although hearsay in nature is neverthless not contraverted by Colorado 
Interstate), that the latter’s gas supply would increase 34,535,000 M. c. f. dur- 
ing 1954 while the requirements of its customers would increase only 23,188,000 
M.c.f. There would thus remain an excess of approximately 10,867,000 M. c. f. 
Furthermore, those estimates include an increase in sales to applicant by Colo- 
rado Interstate from 380,000 M. c. f. in 1953 to 850,000 M. c. f. in 1954. In this 
connection it should be borne in mind that Colorado Interstate had a represent- 
ative present throughout this hearing and filed a memorandum brief in support 
of the application. Colorado Interstate has not asserted, directly or by implica- 
tion, at any time that for the Commission to direct it to establish physical con- 
nection of its facilities with those of the applicant would impair the latter’s ability 
to render adequate service to its customers, nor that to do so would place an 
undue burden upon it. 

In its memorandum brief filed herein Colorado Interstate recites that: 


A witness for Kansas-Colorado testified that he made inquiry as to the 
availability of gas from Colorado Interstate. This witness referred to ex- 
hibits introduced in a hearing on an application of Colorado Interstate in 
docket No. G—2120 to show that the latter not only showed an amount of 
available gas sufficient to meet applicant’s needs, but that Colorado Inter- 
state had included the requirements of applicant for the years 1953-54. 
Moreover, applicant’s peak days will occur in June, July and August which is 
at a time when Colorado Interstate’s heating season is at its lowest. The 
president of the applicant company stated that Colorado Interstate has ade- 
quate reserves to meet the requirements of applicant without impairing 
service to other customers. 


Thus Colorado Interstate appears to adopt with approval the evidence pre- 
sented by the applicant herein tending to show that the service of gas sought by 
the applicant herein will not place an undue burden upon Colorado Interstate 
and will not impair its ability to render adequate service to its other customers. 

It is clear from the foregoing that it is necessary and desirable in the public 
interest to direct Colorado Interstate Gas Co. to establish physieal connection 
of its transportation facilities with the facilities of, and sell natural gas to, 
Kansas Colorado Utilities, Inc. However, the evidence as to the volume of gas 
which applicant will require to meet the needs of its domestic and commercial 
customers and the requirements of its present and immediately prospective in- 
dustrial consumers is not conclusive. It does show that an additional volume of 
115,000 M. ec. f. annually deliverable during the six summer months would be re- 
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quired for these potential industrial consumers. It shows, too, that additional 
amounts would be needed to permit the maintenance of adequate working pres- 
sures; but the amount which would be required for that purpose is not shown 
by the evidence. Nor is any estimate made of the volumes which will probably 
be required to provide for the normal increase in applicant’s domestic and com- 
mercial load. 

On the other hand, applicant seeks authorization to purchase up to 5,000 
M. c. f. a day during the months of May through October, a total of 920,000 
M. c. f. a year 

Because of the inadequacy of positive proof of applicant’s future requirements 
the staff proposes that the direction to Colorado Interstate be limited to an 
amount not to exceed 500,000 M. c. f. 

The record fails to disclose why the applicant would, or indeed how it could, 
purchase more gas from Colorado Interstate than the total of the requirements 
of its customers (including, of course, gas which it uses, and lost and unaccounted 
for gas). The evidence discloses no possible sale of gas for other than the 
domestic, commercial and alfalfa drying industrial customers which have been 
heretofore referred to. Consequently, there dves not appear to be any possibility 
that the applicant could use any part of the excess of the amount which it may 
be permitted to take from Colorado Interstate over and above the requirements 
which it has shown in this proceeding for boiler fuel or other “inferior” uses. 

It could, of course, substitute any such excess gas for an equivalent amount of 
gas from its own production, possibly thereby increasing somewhat the cost of 
gas to it, but at the same time preserving for peak or other unusual occasions 
that production. It is not believed to be the policy of this Commission to under- 
take to so manage the operations of natural gas companies as to require them to 
produce gas from their own wells at the maximum of their capacity before it can 
employ gas purchased by them from other producers. It is concluded, therefore, 
that if the evidence here showed the need by applicant of an excess of 500,000 
M. ¢. f. a year, authorization therefore should be granted. 

However, the evidence here does not support a finding that it is necessary or 
desirable in the public interest to direct Colorado Interstate to sell and deliver 
to applicant more than 500,000 M. c. f. of natural gas a year, and the order herein 
will, therefore, be so limited. 


FINDINGS AND CONCLUSIONS 


Wherefore, upon consideration of all of the evidence appearing of record 
herein, and the briefs filed by counsel, it is further found and concluded that: 

1. The applicant Kansas-Colorado Utilities, Inc., having its principal place of 
business at Lamar, Colo., is a Kansas corporation and is authorized to do business 
as a public utility in the States of Kansas and Colorado. 

2. Applicant Kansas-Colorado Utilities, Inc., owns and operates, among other 
facilities, natural gas pipeline facilities through and by means of which natural 
gas produced in the State of Kansas is transported into the State of Colorado 
where such gas is sold for ultimate public consumption for domestic, commercial 
and industrial uses; applicant is engaged in the transportation of natural gas in 
interstate commerce, and is, therefore, a “natural-gas company” within the pur- 
view of the Natural Gas Act. 

3. In addition to the facilities described in finding 2, applicant owns and 
operates natural gas pipeline facilities employed in the distribution of natural 
gas for ultimate public consumption for domestic, commercial, industrial and 
other uses: applicant is legally authorized to engage, and is engaged, in the local 
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distribution of natural gas to the public within the contemplation of section 7 (a) 
of the Natural Gas Act. 
4. Colorado Interstate Gas Co. owns and operates facilities through and by 


means of which natural gas is transported in interstate commerce; Colorado 
Interstate Gas Co. is engaged in the transportation of natural gas in interstate 
commerce and the sale in interstate commerce of such gas for resale, and is, 
therefore, a “natural-gas company” within the meaning of the Natural Gas Act. 

5. The delivery capacity of the transmission facilities of Kansas-Colorado 
Utilities, Inc., is not adequate for the purpose of transporting from applicant's 


production area in Kansas to the westerly extremity of its system volumes of 


zas sufficient to provide adequate gas service to its present and potential customers 


in that area. 


6. Colorado Interstate Gas Co. has and will have available in its transportation 
facilities lying in or near McClave, Colo., a supply of natural gas sufficient to 
provide the additional volumes of natural gas sought by Kansas-Colorado Utili- 
ties, Inc., in its application herein, without impairing its ability to render ade- 
quate service to its other customers. 

7. It is necessary and desirable in the public interest to direct Colorado Inter- 


state Gas Co. to establish physical connection of its transportation facilities with 
the facilities of, and sell to, Kansas-Colorado Utilities, Inc., natural gas, during 


the months of May, June, July, August, September, and October 
amount not to exceed 500,000 M. c. f. in any one year. 


, in an aggregate 


8. The establishment of physical connection and the sale of natural gas as 


described in findin 


vr 
Ss 


7 will place no undue burden upon Colorado Interstate Gas 


Co., nor will it impair its ability to render adequate service to its customers. 


ORDER 


Whercfore, it is ordered, purusant to review by the Commission, on appeal or 
on its own motion, as provided in its rules of practice and procedure, that: 

(A) Colorado Interstate Gas Co. be, and it is hereby directed to establish and 
maintain physical interconnection of its transportation facilities with those of 
Kansas-Colorado Utilities, Inc., at a point on its transmission line at or near 
McClave, Colo., at which point there is presently such an interconnection as is 
contemplated in this order. 

(B) Colorado Interstate be, and it is hereby directed to deliver and sell to 
applicant through such physical connection not to exceed 500,000 M. ec. f. 
natural gas per year, such deliveries to be made only during the months of May, 
June, July, August, September, and October of each year. 

(C) Colorado Interstate shall within 90 days of the issuance of this order 
make an appropriate rate filing covering the sale and delivery of natural gas 
herein directed and ordered. 


(D) Colorado Interstate shall report to the Commission in writing and under 


of 


oath the date of commencement of operations and service to Kansas-Colorado 


Utilities, Inc. 


Epwarpb B. MARSH, 
Presiding Examiner. 





CENTRAL ILLINOIS PUBLIC SERVICE CO. Tat 


IN THE MATTER OF 
CENTRAL ILLINOIS PUBLIC SERVICE COMPANY 


Upon Application Filed Pursuant to Section 7 (a) of the 
Natural Gas Act 


Docket No. G-2160 
October 8, 19353* 
Syllabus 


Commission directs Trunkline pursuant to section 7 (a) of the Natural Gas Act 
to establish and maintain physical connection of its transportation facilities 
with those of Central Illinois, and to deliver and sell natural gas to Central 
Illinois. P. 761. 


Elmer Nafsiger for Central Illinois Public Service Co. 

Harry L. Albrecht for the staff of the Federal Power Commission. 

Hau, residing Eraminer: To enable it to overcome capacity limitations on 
its present transmission system and improve service to communities served by 
it in its Mattoon service area, Central Illinois Public Service Co. (Central 
lliinois) seeks an order pursuant to section 7 (a) of the Natural Gas Act direct- 
ing Trunkline Gas Co. (Trunkline) to establish a physical connection of its trans- 
mission main with that of Central Illinois at a point near Neoga, IIL, and to sell 
und deliver natural gas to Central Illinois in volumes not exceeding 2,000 M. c. f. 
per day. If authorized, the new connection will cost approximately $10,000 and 
make unnecessary substantially larger expenditures by Central Illinois for 
additional facilities. 

By order of the Commission, Panhandle Eastern Pipe Line Co. (Panhandle) 
was permitted to intervene. Panhandle furnishes Central Illinois its present 
natural gas supply for the Mattoon area. 

A public hearing was held on September 16, 1953, on the application filed by 
Central Illinois, and briefs have been filed. 

The business carried on by Central Illinois includes the distribution of natural 
gas at retail to the public in eight municipalities having a population of approxi- 
mately 65,000 (known as its “Mattoon Group”), comprised of Mattoon, Paris, 
Charleston, Ashmore, Kansas, Neoga, Sigel. and Effingham, all in the State of 
Illinois. It is the operations of Central Illinois in this portion of its system that 
are alone relevant here. 

Jurisdiction —The Commission has jurisdiction to grant the relief sought. 
Central Illinois is a qualified applicant under section 7 (a) of the act, it being 
a “person * * * engaged * * * in the local distribution of natural * * * gas 
to the public.””* And the relief to be granted is directed to Trunkline, a “natural- 
gas company’ owning and operating a natural-gas transmission system extending 
from Louisiana to a point of connection with the facilities of Panhandle at 
Tuscola, Il. 

Central Illinois’ gas supply and system limitations —Under a filed service 
agreement dated December 21, 1951, Central Illinois purchases its natural gas 


*Initial decision and order became effective on November 9, 1953, as final decision 
and order of the Commission. 

1 Central Illinois Is also a “natural-cas company” within the meaning of the Natural 
Gas Act. 
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supply for its Mattoon area from Panhandle. 
i. e., Tuscola and Chrisman, Il. 

Although Panhandle’s service agreement obligates it 





Deliveries are made at two points, 


to make a maximum 


daily delivery of 12,610 M. ec. f. (9,000 M. c. f. at Tuscola and 3,610 M. c. f. at 
Chrisman), Central Illinois’ present system has a capacity of not more than 


9,178 M. c. f. per day (5,568 from Tuscola and 3,610 from 


Chrisman). However, 


the receipt of 2,000 M. c. f. from Trunkline through the proposed connection 
near Neoga, IIL, will enable Central Illinois to increase its system deliveries to 


11,178 M. ec. f. per day. But even with the 2,000 M. c. f. 


to be supplied through 


this proposed connection, Central Illinois’ system deliveries will still be insuf- 


ficient to meet requirements in its Mattoon area. 


Accordingly, Central Illinois 


plans to construct this year, if pipe is available, a 10-inch line 8 miles in length 


to partially loop its Tuscola-Mattoon 6-inch line.’ 


Upon installation of this loop 


line and the proposed connection near Neoga, Central Illinois will have available 


13,2 


10 M. c. f. per day from the points of delivery to it (7, 


600 M. c. f. at Tuscola: 


3,610 M. c. f. at Chrisman; 2,000 M. c. f. at Neoga). This compares with estimated 


peak-day demands of 13,900 M. c. f. in the Mattoon area for the 1953-54 heating 


season.” 


Central Illinois now transmits gas from Tuscola to Mattoon and from Chrisman 


to Paris through separate 6-inch mains. 


Gas is transmitted southwardly from 


Paris through a 4-inch main extending through Kansas, Ashmore, and Charleston 
to Mattoon, and southwardly from Mattoon by means of a 4-inch main through 


Neoga and Siegel to Effingham ( Mattcon-Effingham line). 


The present inability of Central Illinois to deliver the maximum daily volumes 


of 12,610 M. c. f. it has contracted to purchase from 
for by three factors: (1) Capacity limitations on the Tusc 


*anhandle is accounted 


“Ola-Mattoon line which, 


under Panhandle’s delivery pressure of 250 pounds per square inch gage, limit 


deliveries by Central Illinois to 5,568 M. ¢. f. per day. 


»”»> 
V- 


This is 3,432 M. c. f. 


less than the 9,000 M. ¢. f. maximum daily delivery contracted for delivery at Tus- 


cola. (2) Contract-stipulated deliveries at Christman are 


3,610 M. c. f. per day, or 


2 Construction of the loop line will not alter or reduce the existing critical deficiency 


on the 20-year-old Mattoon-Effingham line, which deficiency 


will be relieved by the 


proposed interconnection between the Mattoon-Effingham line and Trunkline’s transmission 


main. 


In this connection, staff counsel, in his brief, asserts that 


propose to dispatch any gas received from Trunkline “north to Mattoon sine: 


Central Illinois does not 
it has not 


requested a volume sufficient for this purpose in addition to the volume necessary to serve 
the three communities—Neoga, Sigel and Effingham—south of the proposed point of con- 
nection, although if gas sufficient for this purpose was delivered” Central Illinois “might 


find its proposed looping of the Tuscola-Mattoon line unnecessary.” 


filed to refute this assertion. 


No reply briefs were 


$The estimated peak-day demands of each of the municipalities in the Mattoon area 


for the 1953-54 heating (including 
registered applicants), are as follows: 


season requested 


Ashmore salar 7 
NB ccccwicncnce ee ‘ oe 


I ies cain tertile hepa ticitneaiaininaiaolet dates 





residential 


heating service to all 
M. c.f. 
6, 269 
299 
54 
2. 396 
. 783 
89 
219 
791 


13, 900 
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660 less than the 4,270 M. c. f. capacity of the Chrisman-Paris line“ (3) 
Capacity limitations in Central Illinois’ Mattoon-Effingham line which, under 
present delivery pressures at Mattoon, limit deliveries to Neoga, Sigel and Effing- 
ham to 750 M. c. f. per day.” The 1953-54 peak day demand in these three 
communities, with added heating load, is 2,749 M. c. f., leaving a deficiency for 
the Mattoon-Effingham line of 1,999 M. c. f. 

It is across the Mattoon-Effingham line that Trunkline’s interstate trans- 
mission main passes near Neoga. And it is at the point of intersection of the 
two lines that it is proposed to make the physical connection for delivery by 
Trunkline of not exceeding 2,000 M. ¢. f. per day to Central Illinois. The 
connection will therefore be ideally located to eliminate, in the quickest possible 
manner, the serious deficiency in the Mattoon-Effingham main and release capacity 
for development of load in other varts of the Mattoon area. Such connection 
will immediately make unnecessary the expenditure by Central Illinois of ap- 
proximately $50,000 for compression and, ultimately, about $350,000 for additional 
pipeline facilities. 

Trunkline’s ability to delirer—By order issued May 4, 1950, In the Matter of 
Trunkline Gas Supply Co., et al., docket Nos. G-S822,° e¢ al., 9 F. P. C. 721, the 
Commission granted a certificate of public convenience and necessity to Trunkline 
for the construction and operation of its interstate pipeline, the capacity of 
which was originally estimated to be slightly in excess of 250,000 M. c. f. per 
day. The order authorized Trunkline to sell and deliver to Panhandle the entire 
initial capacity of its pipeline, less a volume not in excess of 1,500 M. ec. f. 
per day to be delivered to Southeastern Illinois Gas Co. 

Since the issuance of the order in docket Nos. G—S882, ef al., the Commission 
has directed Trunkline to sell and deliver a total maximum volume of 2.400 
M. c. f. per day to three towns.’ The order herein further amends the order 
of May 4, 1950, in docket Nos. G-8S2, et al., to provide for the delivery of not to 
exceed 2,000 M. c. f. per day to Central Illinois. 

The evidence shows that Trunkline can and has delivered substantially in 
excess of 250,000 M. c. f. of gas per day to Panhandle for sustained periods 
of time. Moreover, under normal operating conditions, it appears that Panhandle 
is unable to take at Tuscola all the volumes of gas which Trunkline is able 
to deliver. It follows that no undue burden will be placed upon Trunkline in 
rendering the requested service to Central Illinois, nor will the rendition of such 
service impair Trunkline’s ability to render adequate service to its present 
customers. 

Conditions suggested by Panhandle and Trunkline.—There is no warrant in 
the record for conditioning the order herein in the following respects, as requested 
by Trunkline and Panhandle: (1) That Central Illinois execute a service agree- 


*The record is silent as to the reason for Panhandle’s contract obligation at Tuscola 
being 9,000 M. c. f., as compared with Central Illinois’ pipeline capacity of only 5,568 
M. ec. f. per day; also as to the reason for contract deliveries at Chrisman being limited 
to 3,610 M. c. f., notwithstanding the fact that the Chrisman-Paris line has a maximum 
daily capacity of 4,270 M. c. f. 

5750 M. c. f. per day is the maximum daily capability of the Mattoon-Effingham line 
based upon the available initial pressure of 110 pounds at Mattoon and a terminal 
pressure of 60 pounds at Effingham. 

* After the application was granted in docket No. G-—8S82, et al., Trunkline Gas Supply 
Co. changed its name to “Trunkline Gas Co.” (examiner’s decision Jn the Matter of City 
of Fairfield, Illinois, docket No. G-1613, issued January 8, 1952; adopted February 12, 
1952), 11 F. P. C. 551. 

7 In the Matters of the Towns of Colfar and Boyce, La., docket Nos. G—2063 and G—2087, 
examiner’s decision issued May 6, 1953, affirmed June 8, 1953; In the Matter of City of 
Fairfield, Ill., docket No. G-1613, supra. 
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ment with Trunkline for gas service under the SG rate schedule of its tariff 
on file with the Commission. (2) That Central Illinois bear the cost of making 
the connection. (3) That no change be made in the provisions of the existing 
filed service agreement between Panhandle and Central Illinois dated Decem- 
ber 21, 1951. The fact that Central Illinois has indiceted its willingness *o 
accept such conditions is immaterial. The requested conditions will be briefly 
considered. 

A condition directing execution of 1 service agreement would serve no purpose. 
That is required by law. 

To require Central Illinois to bear the cost of making the proposed connection 
would (1) be inconsistent with the Commission's prior orders in docket Nos. 
G—2063, G-2087 and G-1613 (see n. 7, p. 759, supra) directing Trunkline to make 
similar connections and deliveries; (b) result in a discriminatory practice being 
enforced against Central Illinois; and (c) cause Central Illinois to incur a cost 
of approximately $10,000 over that legally provided for in Trunkline’s filed 
tariff. 

While the order herein makes no change in the provisions of the filed service 
agreement between Panhandle and Central] Illinois, this will not, of course, 
militate against the Commission’s authority to make future changes therein 
should such action be found necessary, upon a proper showing, to effectuate the 
purposes of the act. The Commission’s administrative authority in this regard 
is “in its nature continuing” (Wilbur v. United States, 281 U. S. 206,217). 
Respecting this, the evidence indicates that some amendment of the filed service 
agreement may be required to (a) increase Panhandle’s contract-stipulated 
deliveries at Chrisman and decrease those at Tuscola (see p. 759, supra), and 
(b) increase the deliveries through Trunkline’s interconnection at Neoga, II1., in 
excess of the 2,000 M. c. f. presently proposed. Such increased deliveries at 
Neoga could be made for the account of Panhandle. Increasing deliveries at 
Neoga would seem to be particularly desirable if such deliveries made unneces- 
sary the construction of the proposed line to partially loop the present Tuscola- 
Mattoon line (see 2, p. 758, supra). 


FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and the briefs and arguments 
of counsel, as well as upon the preceding portion of this decision, it is further 
found and concluded that: 

(1) Petitioner, Central Illinois, an Illinois corporation, is engaged in the 
local distribution of natural gas to the public in the State of Illinois and serves, 
among others, the municipalities of Paris, Kansas, Ashmore, Charleston, Mat- 
toon, Neoga, Sigel, and Effingham, and the territories respectively adjacent 
thereto. 

(2) Respondent, Trunkline, a Delaware corporation, owns and operates, 
among other facilities, a natural-gas transmission pipeline system extending 


8 Trunkline and Panhandle introduced no evidence at the hearing. However, their 
counsel stated that neither company had any objection to the granting of the proposed 
interconnection provided the Commission’s order was conditioned as requested in the 
answer of Trunkline and the petition to intervene filed by Panhandle. Two of the proposed 
conditions, i. e., (1) and (2), were requested by Trunkline. The third was requested by 
Panhandle. 

® Central Illinois, in its application, placed no limitation on its request for a supply of 
natural gas from Trunkline. The 2,000 M. c. f. limitation was requested by Trunkline 
in its answer to the application, but no reasons were advanced in support of such request. 
Central Illinois subsequently agreed to this limitation in its response to Trunkline’s answer. 
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from Louisiana through the States of Arkansas, Mississippi, Tennessee, and 
Kentucky to Tuscola, IL, and is, therefore, a “natural-gas company” within the 
meaning of the Natural Gas Act. 

(3) It is necessary and desirable in the public interest to direct Trunkline to 
establish physical connection of its transportation facilities with those of 
Central Illinois at a point of crossing of said facilities near Neoga, Ill., and to 
sell and deliver to Central Illinois not to exceed 2,000 M. c. f. of natural gas 
per day. 

(4) The requirement that Trunkline serve Central Illinois, as hereinafter 
provided, will not place an undue burden upon Trunkline nor require Trunkline 
to enlarge its transportation facilities for such purpose, ner impair its ability 


to render adequate service to its customers. 
ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its rules of practice 
and procedure, that: 

(A) Trunkline be and it is hereby directed to establish and maintain physical 
connection of its transportation facilities with those of Central Illinois, at a 
point of crossing of said facilities near Neoga, Ill, and to deliver and sell to 
Central Illinois through such physical connection not to exceed 2,000 M. c. f. of 
natural gas per day. 

(B) Trunkline shall report to the Commission in writing and under oath the 
date of commencement of operations and service to Central Illinois. 

(C) This order modifies the order of the Commission dated May 4, 1950, In the 
Matters of Trunkline Gas Supply Co., et al., docket Nos. G-S8S82, et al., 9 F. P. C. 


~*) 


721, only to the extent necessary to effectuate the purposes of this order. 


Francis L. HAL. 
Presiding Examiner. 









































FEDERAL POWER COMMISSION 
IN THE MATTERS OF 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, MID-GEORGIA 
NATURAL GAS CO. AND CITY OF COVINGTON, GA. 


Upon Application for Certificates of Public Convenience and Necessity 
Docket Nos. G-1277, G—2015, G-2114 
October 26, 1953* 


Syllabus 


1. Commission finds that Mid-Georgia’s facilities are operated for the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, and rejects contention that Mid-Georgia is engaged 
only in the local distribution of natural gas and hence exempt from 
Commission jurisdiction. P. 765. 

2. Commission issues (1) a certificate of public colvenience and necessity 
under section 7 of the Natural Gas Act to Mid-Georgia authorizing it to 
render service to certain cities in Georgia and to construct and operate 
facilities necessary to render service, (2) denies the application of the 
city of Covington, Ga., for an order requiring Transco to establish physical 
connection of its transportation facilities with the latera! line proposed to 
be constructed by Covington, and (3) modifies certificate authorization to 
Transco to change name of Newton County to Mid-Georgia. P. 774. 


Christopher T. Boland, William L. Shea, George J. Meiburger of Gallagher, 
Osherman, Connor & Boland, and James B. Henderson for Transcontinental 
Gas Pipe Line Corp. 

Arthur Rollins of Rollins & Lucas for Mid-Georgia Natural Gas Co. 

James E. O’Boyle and Harry A. Poth, Jr., of Reid & Priest, for city of 
Covington, Ga. 

William L. Brunner for the staff of the Federal Power Commission. 

Simpson, Presiding Examiner: In certain prior proceedings (Jn the Matter 
of Transcontinental Gas Pipe Line Corp., G-1277), the Commission entered an 
order (April 28, 1950) issuing a certificate of public convenience and necessity 
to Transcontinental Gas Pipe Line Corp. (hereinafter Transcontinental) condi- 
tioned to require Transcontinental to sell and deliver to Newton County Gas Co. 
(hereinafter Newton County) from Transcontinental’s main line passing between 
Conyers and Porterdale, Ga., 1,876 M. c. f. of natural gas per day, representing 
estimated third year peak day requirements of the cities of Covington, Porter- 
dale, and Conyers, and the town of Oxford, all in Gecrgia (9 F. P. C. 32, 59, 
62-64). 

Since the foregoing, Mid-Georgia Natural Gas Co., a Georgia corporation 
(hereinafter Mid-Georgia or applicant), acquired by transfer under an agree- 
ment dated July 18, 1952, the franchises, contracts and physical properties of 
that portion of Newton County’s system being constructed to serve Conyers 
and adjaceat Millstead, Ga., and, subsequent thereto, as the latter's purported 
successor, proposed to construct, complete, and put int» operation the balance 
of Newton County’s system consisting generally of a so-called border station 


*Initial decision modified and adopted as so modified on December 11, 1953, by order 
of the Commission, infra, p. 775. 
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(valve) located in proximity to and connected with Trarscontinental’s main line, 
certain so-called “distribution” lines running from this border station to serve 
the above-mentioned communities as well as various additional local service 
facilities therein. 

Thereafter, on July 28, 1952, Mid-Georgia filed its application in docket No. 
G-2015 in which it requests that the Commission issue an order determining 
Mid-Georgia to be engaged only in the local distribution of natural gas, and hence 
exempt under section 1 (b) of the Natural Gas Act (hereinafter act), or, if 
such an order be denied, that a certificate of public convenience and necessity 
be issued to it under section 7 of the Act.! 

On January 22, 1953, the city of Covington, Ga. (hereinafter Covington), 
filed an application in docket No. G—2114 for an order pursuant to section 7 (a) 
of the act directing Transcontinental to establish physical connection of its 
transportation facilities with Covington’s proposed natural gas lateral and dis- 
tribution system and to sell natural gas to Covington for local distribution in 
Covington and the area adjacent thereto, including Oxford. 

On February 25, 1953, Transcontinental filed its answer to Covington’s ap- 
plication for an order under section 7 (a) of the act, and, in relation therewith, 
on February 27, 1953, filed its first amended petition for amendment of order 
issuing certificate of public convenience and necessity in original docket No. 
G-1277 in which, in effect, it asks that paragraph (6) (ii) of the findings ac- 
companying Commission's order extended April 28, 1950. supra, be amended 
by substituting the name of Mid-Georgia for Newton Ccunty, or, in the alterna- 
tive. if an allocation of natural gas is made in these proceedings directly to 
Covington that the amount of such allocation be deducted from the amount 
previously allocated to Newton County, so that the total allocated for service 
to the four communities and their environs shall not exceed the 1,876 M. c. f. 
allocated Newton County in the aforesaid order of April 28, 1950. 

By its several orders the Commission permitted intervention in docket No. 
G-1277 by the city of Covington, Ga., and the town of Oxtord, Ga., and in docket 
No. G-2015, by the Georgia Public Service Commission, Covington and Oxford. 

By Commission order dated February 12, 1953, the proceedings in the foregoing 
three dockets were consolidated for purpose of hearing and set for hearing, and, 
in accordance therewith, were duly heard with the undersigned examiner pre- 
siding, during the period commencing March 9, 1953, and concluding March 12, 
1953. 

Main briefs were filed on behalf of the applicants, Mid-Georgia and Covington, 
on March 23, 1953, reply briefs on behalf of Transcontinental and staff on April 
21, 1953, and final briefs dated April 28, 1953, were thereafter filed on behalf of 
Mid-Georgia and Covington. 





1On October 27, 1952, Mid-Georgia filed its supplement to application which includes 
certain additional data required by sections 157.5 and 157.6 of the Commission’s rules and 
regulations under the act, as then in effect. 

Note. March 16, 1953, pursuant to the provisions of section 1.11 (c) of the Com 
mission's rules of practice and procedure, Covington filed its amended application to make 
clear that Oxford would not own and operate a separate distribution system. 

2 Transcontinental had previously filed (December 9, 1952) a petition for amendment 
requesting that the name of Mid-Georgia be substituted for the name of Newton County 
in Commission's order of April 28, 1950 (G-—1277), supra. With Covington’s subsequent 
filing of its application (docket No. G-—2114), Transcontinental filed its first amended 
petition, supra, “in order to formally reflect the change in Transcontinental’s position as 
required by the filing of Covington’s application.” 

3 Mid-Georgia originally filed a petition to intervene in docket Nos. G—-1277 and G—2114 
which, with the permission of the Commission issued March 31, 1953, was subsequently 


withdrawn on the grounds that the consolidation of the proceedings eliminated the 


necessity of intervention as a means of preserving interest. 
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THE ISSUES 
Application of Mid-Georgia Natural Gas Co., docket No. G-2015 

The issues arising in connection with the application, in brief, are, first, 
whether the facilities proposed to be constructed and operated by Mid-Georgia 
Natural Gas Co. are facilities used or to be used in the transmission of natural 
gas in interstate commerce and hence subject to the provisions of section 7 of the 
act or are used or to be used in the local distribution of natural gas and, hence, 
exempt from jurisdiction of the Commission under the provisions of section 1 (b) 
of the act. 

If the determination with respect to the foregoing issues is, in effect, that Mid- 
Georgia is or will be a natural gas company, not exempt under the provisions of 
section 1 (b) of the act, the broad issue arises as to whether a certificate of 
public convenience and necessity should be issued authorizing the construction 
and operations proposed by Mid-Georgia in its application, as supplemented and 
amended and here pending, the act requiring, in this connection and in effect, that 
a certificate shall be issued to any qualified applicant therefor, authorizing the 
whole or any part of the operation, service, construction, or extension covered by 
the application, if it is found on the subordinate issues that (1) the applicant is 
able and willing properly to do the acts and to perform the service proposed and 
to conform to the provisions of the act and the requirements, rules, and regula- 
tions of the Commission thereunder, and (2) the proposed service, operation, 
construction, extension, or acquisition, to the extent authorized by the certificate, 
is or will be required by the present or future public convenience and necessity. 

Assuming favorable findings on certificate issues, no issues of substance arise 
with respect to Mid-Georgia’s further request that the certificate of public con- 
venience and necessity issued to Transcontinental in docket No. G-1277 be 
amended to the extent that the name of Mid-Georgia be substituted for Newton 
County. 


Application of City of Covington, Ga., docket No. G-2114 

The threshold and determinative issue arising in connection with this applica- 
tion is whether on equitable considerations the city of Covington is entitled to a 
reallocation of natural gas, for the sole and separate use of itself and the town of 
Oxford, Ga., from the allocation obtained by Newton County in previous pro- 
ceedings before this Commission (G-—1277) for the purpose of rendering natural 
gas service to the communities of Conyers, Porterdale, Covington, and Oxford 
since assigned to Mid-Georgia as purported successor to Newton County. 


Application of Transcontinential Gas Pipe Line Corp., docket No. G-1277 


277 

Findings in the two preceding dockets will have the effect of determining the 
matters arising in connection with Transcontinental’s pending application in 
G-1277, as no substantial issues of fact exist herein in connection with the latter’s 
petition that in no event shall the total allocation of naural gas for service in 
the communities of Conyers, Porterdale, Covington and Oxford, and their en- 
virons, exceed the 1,876 M. ¢. f. previously allocated in the earlier proceedings in 
G-1277. 

THE FACTS IN EVIDENCE 

Jurisdiction 

The evidence received in these proceedings discloses that Mid-Georgia has 
already completed construction and placed in operation facilities proposed for 
the rendering of service to the city of Conyers and the unincorporated community 
of Millstead, adjacent thereto, and establishes that the natural gas delivered and 
to be delivered by Transcontinental to Mid-Georgia is procured by the former 
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from sources located in gas fields situate in the southwestern part of the United 
States and is transported by Transcontinental to the point of delivery to Mid- 
Georgia in interstate commerce subject to the jurisdiction of the Commission 
under the act.’ 

The evidence received further establishes that after delivery by Transcon- 
tinental the flow of natural gas from the point of interconnection of Mid-Georgia’s 
facilities with those of Transcontinental to the various destinations on Mid- 
Georgia’s system is and normally will be uninterrupted and continuous. 

Mid-Georgia asserts that it is a gas distribution company, meaning that it is 
and will be engaged in, and its facilities are and will be used for, the local 
distribution of natural gas only, and hence exempt from the jurisdiction of the 
Commission under the provisions of section 1 (b) of the act. This contention is, 
in effect, joined in by the Public Service Commission of Georgia and is opposed 
by the Commission's staff. 

Natural gas which Mid-Georgia receives on its 4-inch Conyers line and receives 
or will receive on its other 4-inch and 3-inch facilities (e. g., the Porterdale line) 
is and will be received at normal operating pressures of 150 and 160 pounds per 
square inch gage. These same pressures prevail at the regulating station at 
Conyers, but corresponding pressures at Millstead will range between 50 and 100 
pounds per square inch gage, and at Porterdale will average some 50 pounds per 
square inch gage. Mid-Georgia’s lines are designed for maximum pressures of 
“M) pounds per square inch gage and in the future. under possible flow conditions 
initial and terminal pressures could range considerably higher than the 160 to 50 
pounds just stated. 

Within the limits of Mid-Georgia’s various local areas of service, secondary 
regulation will reduce pressures to an intermediate 15 pounds, and final 
regulation at the customer's premises to a service pressure of 4 ounces 

While the area to be traversed by Mid-Georgia’s proposed facilities is principally 
rural, the applicant proposes to serve as many as perhaps 15 customers along 
the 0.9 mile of line to Conyers, 35 customers along the 2 miles of line of 
Millstead, 200 potential customers, more or less, along the 11 miles of line to 
Porterdale, and others if lines are constructed to Covington and Oxford. It 
appears probable, however, that no significant distribution will take place in 
the first mile and a quarter along the proposed line to Porterdale nor in the 
first half mile along the line supp!ying Conyers and the Millstead extension. 

In a proceeding before the Commission in 1947-48 there was raised an issue 
as to the interpretation of section 1 (b) of the act, essentially similar to the 
issue invoking that same section of the act in this proceeding (In the matter 
of Wisconsin Southern Gas Co. (G-917), 7 F. P. C. 258). While in its disposi- 
tion of the former case (G-917) the Commission made no specific finding relating 
to jurisdiction but, for certain purposes, assumed jurisdiction, in a subsequent 
proceeding on a further application by the same applicant which again raised 
the issue of exemption with respect to basically the same facilities (G—1165, 8 
F. P. (. soz, April 12, 1949), the Commission expressed the conclusion that 
jurisdiction existed. The precedent there established having been undisturbed 
to date, no alternative remains but to here find and conclude that Mid-Georgia 
is not exempt under the provisions of section 1 (b) of the act, that matters 
involved in Mid-Georgia’s application in these proceedings are matters subject 
to the jurisdiction of the Commission, and that Mid-Georgia’s petition for an 
order determining to the contrary should be denied as hereinafter provided. 





* Mid-Georgia intends to engage ultimately only in the distribution of natural gas, |. e., 
the retail sale of natural gas, to customers in the communities of Conyers, Millstead, 
Porterdale, Covington, and Oxford. 
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Accordingly, it is found and concluded that facilities now constructed and 
proposed to be constructed by Mid-Georgia in accordance with its application in 
this proceeding, as supplemented and amended, are and will be respectively 
operated by the applicant for the transportation of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, that such construction 
and operation are subject to the requirements of subsections (c) and (e) of 
section 7 of the act, and that Mid-Georgia to such extent thereby is and will 
be a natural gas company within the meaning of the act. 

The systems proposed 

Mid-Georgia’s original system.—The system proposed in Mid-Georgia’s applica- 
tion filed herein on July 28, 1952, consisting of the above-mentioned border station, 
lateral lines® and miscellaneous service facilities, would, during the third year 
of operations, serve some 2,838 domestic, commercial and other customers (in- 
cluding Emory College) having total peak day requirements of 2,105 M. c. f.° 
Applicant estimates that this system would cost some $1,100,000 to construct 
and place in operation and proposes to invest approximately $30,000 in peak 
shaving facilities to provide for demands in excess of the 1,876 M. ec. f. of 
natural gas allocated (G-1277, supra). Mid-Georgia proposes to serve an area 
having an overall population of approximately 14,000 (1950). 

The Covington-Ozford system.—Covington’s proposed system, as set forth in 
its application filed in G-2114, suprev, would consist of a transmission feeder line 
to extend from Transcontinental’s main line near Walnut Grove, Ga., to a 
proposed regulator station to be located in the north section of Oxford, together 
with distribution mains and miscellaneous facilities to be constructed within 
the limits of Covington and Oxford, without facilities for peak shaving. Coving- 
ton estimates that its proposed system wonld entail a bond issue of some $655,000 
and would serve in third year operations some 1,285 residential and commercial 
customers, and Emory College, having estimated total maximum daily demands 
of 1,462 M. c. f. The overall population of the area to be served would be 
about 6,400 (1950). 

Mid-Georgia’s revised system and status of construction.—Because of develop- 
ments relating to the obtaining of its franchises in Covington and Oxford, infra, 
Mid-Georgia has revised its plans set forth in its origina! application herein so 
that instead of the originally proposed lateral along Georgia Highway No. 12 
to the vicinity of Covington and Oxford and thence to Porterdale, there is now 
proposed to be constructed first a lateral which will depart from Highway No. 12, 
some 1.5 miles east of its point of connection with Transcontinental’s facilities 
and follow Salem Camp Road to Highway 81, and thence to Porterdale.’ 

Without having obtained a certificate, in the premises provided by section 7 of 
the act, Mid-Georgia commenced construction of, completed, and put into opera- 
tion, in 1952, that part of its facilities designed to supply natural gas service 
within the city of Conyers and the unincorporated community of Millstead, and, 
also without having obtained such a certificate, has further caused to be com- 
menced, under contract, construction of facilities to be used in serving Porter- 





5 One of which runs westward from the border station to Conyers, with a lateral exten- 
sion to Millstead, while the other would, under this original plan, run eastward to serve 
Covington, and, by means of short extensions, Oxford and Porterdale. 

2,981 customers with total maximum day demands of 2,184 M. c. f. in the following 
year which includes Covington and Oxford also on a third-year basis with no increase 
for the remainder of the system. 

™This revision was submitted by Mid-Georgia as its exhibit 7, which, on motion in hear- 
ing granted, was permitted to take effect under the provisions of the Commission’s rules 
of practice and procedure (section 1.11) as an amendment of its application berein. 
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dale in accordance with the revision in route above set forth, with the result as 
to the latter that, as of the time of the hearing herein in March of this year, the 
distribution system in Porterdale had been laid, the lateral had been 70 percent 
completed, and service to that community anticipated to commence within 30 
days of that time. 

Mid-Georgia’s president has reaffirmed, in his testimony in these proceedings, 
applicant’s intent to include service to Covington and Oxford as a part of its 
project, and its readiness to immediately commence and complete construction 
of the facilities so required. 

Covington’s minimum project (propesed source of gus) Covington’s engineer- 
ing witness testified that the project proposed by Covington could be successfully 
reduced to a minimum feasible system, requiring but 1,213 M. c. f. to meet esti- 
mated third-year requirements, by eliminating large commercial customers and 
Emory College at Oxford. 

This witness further testified that the combined population of Covington and 
Oxford is 49 percent of the total population in the four communities for which 
Newton County obtained its allocation of natural gas in G—1277 and proposed 
that 49 percent of the 1,876 M. c. f. there allocated (or 922 M. e¢. f.) be re- 
allocated in these proceedings outright to Covington, and further proposed, in 
effect, that Mid-Georgia be denied a certificate of public convenience and neces- 
sity herein to serve Porterdale, and that the portion of the 1,876 M. c. f. which 
would be Porterdale’s on a prorata population basis (486 M. c. f.) then become 
exclusively available to Covington. No project requiring less than the above 
minimum of 1,213 M. c. f. has been proposed by Covington and no source of 
natural gas has been herein established therefor other than the reallocation 
and the deprivation of Porterdale, as above. 


The status of Mid-Georgia’s franchises in Covington and Orford 


On December 5, 1949, the mayor and council of the city of Covington unani- 
mously passed an ordinance granting to Thomas G. Calloway, Jr., doing business 
as Newton County Gas Co., a 12-year franchise to operate a gas transmission 
and distribution system within city limits. On January 27, 1950, the mayor and 
council of the town of Oxford unanimously passed a similar ordinance granting 
to the same party a 20-year franchise for identical purposes pertaining to gas 
service in that town. 

Each of the foregoing ordinances contained a provision that none of the rights 
and privileges therein conveyed should pass to the grantee unless within one 
year from the date when natural gas became available to the said grantee “‘from 
any pipeline gate” of Transcontinental located in or near Newton County, Ga., 
the same began work of laying pipe lines to convey natural gas to, or began 
construction of its distribution system in, Covington and Oxford, respectively, 
and each ordinance provided that the franchise granted would be in full force 
and effect from and after its passage and publication according to law, and its 
acceptance by the grantee. The grantee executed an acceptance with respect 
to each grant on the date of passage of the respective ordinance, but neither 
ordinance was ever published. The present administration of each munici- 
pality now asserts invalidity of franchise on two grounds—first, for want of 
publication as required by law, second, for noncompliance by Newton County, 
Mid-Georgia’s predecessor, with the condition that it begin construction within 
the period allegedly required. While not denying want of publication, Mid- 
Georgia denies noncompliance with the terms of the condition on the ground 
that Transcontinental did not complete installation of a gate for Mid-Georgia’s 
use until June 9, 1952. 
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On March 18, 1952, Covington refused an application by Newton County for 
i modified franchise carrying a 25- to 30-year term, and on November 8, 1952, 
finally notified Mid-Georgia, Newton County’s successor, to the effect that the 
city now intended or desired to construct a municipal system of its own, in 
which latter intent Oxford now also desires to participate. 

Because of the foregoing controversial status of Mid-Georgia’s claimed fran- 
chise rights in Covington and Oxford, it is concluded in terms appearing in a 
subsequent section of this decision that Mid-Georgia’s application to serve these 
communities should be denied. 


The equities as to reallocation of gas to Covington (Orford) 


While Covington’s engineering witness testified that the Conyers-Millstead 
portion of Mid-Georgia’s proposed system would be feasible if limited to a supply 
of natural gas consisting of no more than its proportionate share, population- 
wise, of the 1,876 M. ec. f. of natural gas allocated Newton County in G—1277, 
abeve, he had no opinion as to the feasibility of a system embracing service to 
TPorterdale as well as Conyers and Millstead, other than that service to Porter- 
dale standing alone would not be feasible and its inclusion would lessen the 
feasibility of that purt of Mid-Georgia’s system remaining after the withdrawal 
of Covington and Oxford. 

Mid-Georgia’s president, who has had practical experience in the development 
of natural gas projects of this same general character, testified that Mid-Georgia 
would not have a feasible system if work were then stopped with the system 
but 35 percent complete, and further testified that Mid-Georgia would require the 
present allocation of 1,876 M. c. f. to Newton County in its entirety in order 
to serve Conyers, Millstead, and Porterdale on a feasible basis, because, with the 
loss to Mid-Georgia of the Covington-Oxford area, it would be necessary for 
Mid-Georgia to retain the industrial load at Porterdale as a substantially firm 
load or to gain some 500 additional customers by extending its system to the 
area west of Conyers (including Lithonia, Ga.), over and above any necessary 
increases in its proposed retail rates. This testimony is substantially uncon- 
tradicated and unimpeached, and it is obvious that if Covington obtained the 
1,213 M. c. f. required for its minimum project out of the 1,876 M. c. f. allocated 
Mid-Georgia’s predecessor, the latter’s project, now under development, would 
suffer irreparable economic injury if not outright insolvency. 

In substantiation of its proposal to obtain natural gas at the expense of the 
allocation made to Mid-Georgia in G-—1277, Covington contends not only that 
Newton County was at fault in failing to take timely steps in connection with the 
commencement of construction of its proposed Covington system, but also in 
refusing to inform the city at any time as to the progress expected in connection 
with the commencement of service te the public in Covington. These matters, 
together with those contained in the other allegations as to the invalidity of fran- 
chises in the city of Covington and the town of Oxford (supra) and the accom- 
panying assertion that these communities have each been ready, willing and 
able to construct its own distribution system and supply the public need for 
natural gas, apparently constitute the basic grounds upon which Covington and 
Oxford rest their claim to the reallocation of natural gas from Newton County. 

The franchises contained in the ordinances respectively issued by the city of 
Covington and the Town of Oxford, in effect to Newton County, purported in 
each instance to be specifically in aid of Newton County’s intervention in the 
proceedings then pending before the Commission in G—1277 (supra), whereby 
and wherein Newton County sought and obtained the allocation in effect found 
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by the Commission under the circumstances to be equitable for the purposes of pro- 
viding service to the communities involved, including Covington and Oxford.’ 

Immediately after obtaining its allocation in G-1277, Newton County placed 
orders for pipe but before deliveries thereof could commence the Korean War 
broke out (June 24, 1950), with the consequence that shipments of the pipe 
previously ordered were delayed until the late summer or early fall of 1950 and 
once begun continued ouly at spasmodic intervals. During this period of time 
Newton County was able to accumulate insufficient pipe to justify the commence- 
rent of installation of its system and in the spring of 1951 was further advised 
that subsequent deliveries would depend upon its obtaining an allocation of pipe 
through the Petroleum Administration for Defense. Though taking apparently 
prompt steps in this connection, the PAD allocation ultimately obtained author- 
ized deliveries in the fourth quarter of 1951 and the first quarter of 1952, at the 
end of which time Newton County had approximately $250,000 worth of pipe 
on hand stored on lots principally in Covington.’ Contemporaneous effort to 
augment and expedite accumulation of pipe by purchase from various sources 
met with success of an apparently moderate order. 

On February 18, 1952, representatives of Newton County appeared before the 
Covington city council and sought to obtain a new franchise of longer term than 
the 12 years appearing in the ordinance adopted in December 1949, supra, in 
order to facilitate partial financing of the project by long term bonds. The 
matter was taken under consideration by the council which, subsequently, on 
March 17, 1952, passed a resolution denying the petition in sweeping terms. Up 
to this time the city appears to have reached no-decision not to validate the 
prior ordinance by publication, as admittedly it had once considered it was 
morally bound to do. Meanwhile, Newton County apparently continued to re- 
ceive delivery and to stockpile pipe suitable and substantially sufficient for the 
construction of the Covington-Oxford part of its proposed system, openly, and 
to the full knowledge of Covington city officials, and without any official notice 
from the city that its continuing offer of future service was unacceptable. 
Indeed, if only from the references made by Covington’s mayor and principal 
witness in this phase of the case to both Mid-Georgia and Newton County, it is 
apparent that the city’s actual determination to definitively sever relations with 
Newton County or Mid-Georgia came sometime after June 30, 1952, the date that 
Mid-Georgia was incorporated. In any event, long before the city repudiated 
its commitment to, or arrangement and understanding with, Newton County, the 
latter and those financially interested had, among other things and at some cost 
in terms of money and effort, procured a supply of natural gas, designed and 
engineered the project preparatory to letting contracts and commencing con- 
struction, and made commitments in the matter of procuring and storing sub- 
stantial quantities of pipe, to finally arrive at the stage where the project was 
ready to proceed to completion without unnecessary delay. 

The conclusions of Covington’s witness, the mayor, that Newton County and 
Mid-Georgia were “unable financially,’ were “unwilling in spirit,” were pos- 
sessed of an “utter lack of responsibility,” and had taken “absolutely no steps 





89 F. P.C. at 42. A note inserted in the opinion of the Commission (loc. cit.) indicates 
it was considered that to all intents Newton County had franchises in these four com- 
munities. Millstead, an unincorporated mill community lying approximately one-half 
mile northwest of Conyers, is not mentioned by name in connection with the Commission’s 
allocation in that proceeding. However, the signifiance of the omission, if any, does 
not here constitute an issue. 

® Some was stored in Porterdale. 
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whatsoever to install a gas system in Covington,” are not supported by the 
record. Indeed, this episode, in its present stages, discloses an intent on the part 
of the city to go its own way, regardless of the effect which such a belated act 
may have on others now considerably involved, and, furthermore, to do so with- 
out having sought that relief which it may very well have obtained in due, 
proper and timely proceedings before the Commission, which, under requisite 
circumstances would have no less an interest than the city itself in a significant 
failure on the part of one who has received an allocation of natural gas to 
properly make use thereof for the purpose intended. 

Some question is raised by Covington as to the recognition that should be 
given to the construction progress achieved by Mid-Georgia as previously set 
forth herein, on the ground that Mid-Georgia or its predecessor engaged in con- 
struction without obtaining a certificate of public convenience and necessity from 
the Commission pursuant to section 7 (c) of the act. The evidence of record, 
however, discloses grounds for finding that neither Newton County nor Mid- 
Georgia had any intent to willfully evade the jurisdiction of the Commission, 
and that the application in these proceedings (G—2015) was filed (July 28, 1952) 
promptly when, on the threshold of construction legal advice had been received 
that a certificate was required. Inasmuch as Newton County received an un- 
conditional allocation of natural gas in G-—1277, it would be harsh, unjustified 
and inequitable under the circumstances of this case to hold that failure of 
either to apply for a certificate should be used as grounds for denying the suc- 
cessor use of the allocation, where such successor has voluntarily brought itself 
within the requirements of ¢he statute which in this aspect of the case is all that 
it could be said it was required to do. 

There is no equity in Covington’s application for a reallocation of a part of 
the 1,876 M. ec. f. of natural gas now standing in the name of Newton County. 
Conclusion as to Covington application 

Covington predicates its case, both in its petition to intervene and in its sec- 
tion 7 (a) application in these consolidated dockets, solely upon the premise that 
uatural gas for its proposed system be obtained by a reallocation of natural gas 
from Newton County, which, however, it has been found and concluded above 
would be unjust and lacking in equity. 

Nor does the evidence of record herein disclose that Transcontinental has any 
capacity other than that which has been already allocated, or is now subject to 
allocation, in other proceedings before the Commission, nor does it permit nor 
would it support a finding pursuant to section 7 (a) of the act that no undue 
burden will be placed upon Transcontinental by directing it to establish physi- 
eal connection of its transportation facilities with the proposed Covington lateral, 
and to sell and deliver to Covington the volume of natural gas required to meet 
estimated peak day demands for either the original or the minimum feasible 
project proposed by Covington. On the contrary, an order herein directing such 
connection, sale and delivery would be without authority in the act, and Coving- 
ton’s request therefor in these proceedings should be denied as hereinafter 
provided. 


Further findings pertaining to Mid-Georgia’s system 

The insistence of Covington and Oxford that Mid-Georgia is without valid 
franchises to operate within the limits of those municipalities, the consequent 
absence of any proposal for service by Mid-Georgia to these two communities 
that may here be acted upon, and the applicant’s expressed willingness to accept 
at this time a certificate of public convenience and necessity under section 7 of 
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the act limited to operations in the communities of Conyers, Millstead, and 
Porterdale, presents a case for consideration modifying that set forth in the 
Mid-Georgia application herein filed July 28, 1952. Bearing on considerations 
which follow from this state of the case is the fact that applicant has in fact 
completed construction of facilities to serve, and has initiated service in, the 
comniunities of Conyers and Millstead, and has substantially completed the con- 
struction of facilities to serve Porterdale. 

Mid-Georgia holds local franchises to operate in the incorporated communities 
of Conyers and Porterdale,” needs none to operate in the unincorporated com- 
munity of Millstead. 

Lines and valves used and to be used in applicant’s system are designed for 
maximum pressures of 500 pounds per square inch gage, and there has been and 
is being used, in both transmission and distribution systems all new pipe manu- 
factured in accordance with standard specifications, mill tested to 800 and 1,400 
pounds per square inch gage. Construction and installation of Mid-Georgia’s 
system is being supervised by an engineering firm which has had some consid- 
erable experience in constructing and installing systems similar in character to 
that here proposed. 

Mid-Georgia estimates maximum day requirements for the original project 
(embracing five communities including Covington and Oxford) to total in the 
third year some 2,104 M. c. f., and assumes that it will have available the 1,876 
M. ec. f. of natural gas allocated Newton County in G-1277 and proposes to have 
available some 228 M. c. f. from peak shaving.“ Estimates of requirements are 
based upon a field survey, a house count in each community and an interview of 
potential commercial and industrial castomers as to their equipment and use of 
fuel, as well as upon certain assumptions as to both the percentages of potential 
domestic customers that would be added and the magnitude of the base and heat- 
ing loads of such customers. The foregoing estimates and assumptions are 
founded upon the witness’ experience, including that obtained from the opera- 
tion of a system (Bay Minette, Ala.) representing an average system with re- 
spect to certain other systems in other towns, including systems with respect to 
which he had familiarity by virtue of his business interests. He considered in 
this connection the relative position of natural gas as a competitor with other 
fuels particularly in certain classifications which included large domestic space 
heating, commercial, and small and large industrial users. 

Estimates of the foregoing nature originally made with respect to domestic 
requirements for the communities of Conyers and Mil!stead compare with the 
fact that since the initiation of service in those communities, the amount of 
domestic requirements realized have exceeded such estimates. 

The evidence in this proceeding is that even with the removal of Covington 
and Oxford, Mid-Georgia’s proposed system will still be feasible, provided that 
it obtains the full amount of 1,876 M. ec. f. of natural gas allocated to its pred- 
ecessor, Newton County Gas Co. Upon the present state of the record feasi- 
bility, revenuewise, rests upon the fact that while in connection with the original 
project and along with the expected growth in domestic loads, Mid-Georgia, 
proposed after the first year of operation, to place certain large potential 
industrial customers in Porterdale on the interruptible basis, these same custom- 
ers would, in connection with the reduced project, be retained as substantially 
firm customers. Feasibility also rests upon Mid-Georgia’s proposal to increase 





% Initial terms of 25 and 30 years, respectively. 
1 2,184 M. c. f. with all communities on a third-year basis and peak shaving the difference. 
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retail rates to customers in the three remaining communities as necessity 
requires.” 

Mid-Georgia estimated the cost of its original system, designed to include 
Covington and Oxford, to total $1,100,000." The estimated cost of the system less 
Covington and Oxford is some $550,000. 

The applicant proposed to finance the cost of the larger system by the issuance 
of 5 percent 25-year first mortgage bonds (50 percent), 6 percent subordinated 
debentures (18 percent), and common stock (32 percent). The money required 
for the construction of the Conyers-Millstead facilities and for part of those for 
Porterdale has already been advanced by the applicant’s directors on Mid- 
Georgia’s interim notes to a total of some $320,000. Since this, Mid-Georgia 
has obtained, as temporary financing, a 10-year R. F. C. first mortgage 5 percent 
loan in the amount of $250,000 which, it was intended at the time of hearing, 
would be used to retire outstanding interim notes, and thereafter eventually 
would be refunded on a permanent basis, to 30-year first mortgage bonds. With 
the system limited to the three communities (Conyers, Millstead, and Porter- 
dale), the financing, over and above that included in the R. F. C. loan, will 
be equity money; and in this connection the evidence is that the combined net 
worth of applicant’s president and chairman of the board alone is adequate 
to enable these two individuals to make available to Mid-Georgia, as in their 
oral testimony they have undertaken to do, the additiona! equity money required 
to complete the system to Porterdale. 

Mid-Georgia’s witness on operations, above, testified that on the basis of 
Mid-Georgia’s presently proposed rates, operating revenues subsequent to third 
year operations would yield gross income before taxes in excess of 4.12 times 
bond interest and net income in excess of 15.4 percent of its operating revenues, 
and that on the basis of such results a reduction in retail rates would then be 
required. It is noted that estimated third-year revenues from the three com- 
munities of Conyers, Millstead, and Porterdale constitute around 50 percent of 
total third-year revenues “ compared with an investment for the reduced system 
estimated to be approximately 50 percent of that required by the original system 
($1,100,000), designed to include Covington and Oxford. 

Mid-Georgia’s operations are to be initially at least under the supervision * 
of a gas service organization which has had apparent successful experience 
in connection with the operation of other representative natural gas systems. 
As of January 31, 1953, under this same supervision that part of Mid-Georgia’s 
system completed in Conyers and Millstead had added customers in excess of 
those originally estimated, with a proportionate increase in natural gas sales, 


122A suggestion by the witness that Mid-Georgia could gain additional domestic cus- 
tomers and insure feasibility without the necessity of raising rental rates by extending its 
system to an area west of Conyers, which would include Lithonia, Ga., was never formal- 
ized in these proceedings. A further suggestion that Mid-Georgia might also obtain a mill 
in Millstead as an additional customer stands, on the record, as nothing more than a 
possibility. 

1% Including construction costs, engineering fees, legal and incidental expense, financing 
fee, tools, trucks, office equipment, interest during construction, working capital, and 
reserve for interest. It is probable that the cost of the proposed peak shaving plant is 
not included in these figures—but, in any event the evidence is that feasibility of the 
project would not be adversely affected by the cost of its construction. 

1% While applicant proposes a route to Porterdale other than that upon which its earlier 
estimates of revenues were predicated, only that portion of estimated revenues assignable 
to customers located along the original line would be affected by this change. On the 
other hand, other customers would be added on the route now proposed. 

46 Under a contract having an initial term of 3 years. 
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and had accumulated an earned surplus of $5,246 in operations commenced the 
preceding fall. 

It is therefore concluded that, assuming a supply of natural gas to be 
available, Mid-Georgia will be able to finance, construct, and operate a system 
designed to render service in Conyers, Millstead, and Porterdale, none of which 
are now served with natural gas except as hereinabove set forth, and that its 
system, thus limited, will be a feasible system. 


Transfer of allocation of natural gas to Mid-Georyia 


By the voluntary transfers effected from Newton County to Mid-Georgia under 
date of July 18, 1952, supra, and other transfers effected subsequently, Mid- 
Georgia has become successor to Newton County in the latter’s rights in existing 
contracts and franchises, including specifically, the latter’s gas purchase contract 
with Transcontinental. 

Though Newton County is still in existence, Mid-Georgia in fact operates the 
completed portions of the system constructed to serve Conyers and Millstead and 
let the contract for the construction of the Porterdale portion of the proposed 
system. Newton County performs no substantial functions, and Mid-Georgia has 
taken over the performance of those originally intended to have been performed 
by Newton County. 

The engineering organization retained by Newton County to engineer and 
supervise construction and operations is continuing to do so for Mid-Georgia. 
The president of this organization is now president of Mid-Georgia and is, ap- 
parently, its principal financial backer. The president of Newton County is 
chairman of the board and active in Mid-Georgia. 

No reason is to be found in the evidence for not recognizing the above transfer 
and assignment of the gas purchase contract with Transcontinental as sufficient 
basis for granting the request made in this proceeding by Mid-Georgia and, con- 
tingently, by Transcontinental, for an amendment of the Commission’s findings 
and order issued April 28, 1950, in G-1277, substituting the name of Mid-Georgia 
for that of Newton County with respect to the allocation there in effect provided. 
It is found and concluded that the public convenience and necessity so requires. 
Ultimate findings and conclusions pertaining to Mid-Georgia’s application 

On the basis of evidence of record as summarized in the foregoing, it is found 
and concluded that applicant, Mid-Georgia, is a qualified applicant, able and 
willing properly to do the acts and to perform the service proposed in Conyers, 
Millstead, and Porterdale and to conform to the provisions of the act and the 
requirements, rules and regulations of the Commission thereunder; and that the 
proposed service to be rendered by, and the operation of, that part of Mid- 
Georgia’s system designed to serve Conyers, Millstead, and Porterdale, as afore- 
said, and the proposed construction and extension of that system to Porterdale, 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

As hereinabove stated, with respect to that part of its application relating to 
service proposed in the communities of Covington and Oxford, it is found that 
the applicant has not established in the evidence in these proceedings that it is 
able properly to do the acts and to perform the service there proposed and in 
that respect to conform to the provisions of the act and the requirements, rules, 


and regulations of the Commission thereunder, and therefore that part of the 
application which proposes to render service in these two communities should 
be denied, as hereinafter provided. 
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Terms and conditions to be attached to certificate 


Public convenience and necessity require that the general terms and conditions 
set forth in paragraphs (1), (2), (3) (iii,) (3) (iv), and (5) of section 157.20 
of the Commission’s general rules and regulations should attach to the certificate 
hereinafter issued, and to the exercise of the rights granted thereunder, as pro- 
vided in the order following, and that the time within which construction of 
facilities authorized by said order shall be completed and in actual operation 
should be fixed at 1 month from the date on which said order shall become final. 


ORDER 


Wherefore, upon consideration of the record herein, the contentions and briefs 
of counsel, and for the reasons and upon the findings and conclusions set forth 
in the text of this decision, of which this order is a part. 

It is by these presents ordered, subject to review by the Commission on appeal, 
or on its own motion, as provided by its rules of practice and procedure, that: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued in docket No. G-2015 authorizing Mid-Georgia Natural Gas Co. (Mid- 
Georgia) to operate the facilities constructed to render service to the city of 
Conyers, Ga., and the unincorporated community of Millstead, Ga., and to con- 
struct and operate the facilities to render service to Porterdale, Ga.; all as fully 
described in these respects, in the application, and supplement to application filed 
herein, and the amendments to application authorized in hearing (exhibit 7), for 
the transportation of natural gas, subject to the jurisdiction of the Commission, 
and upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (1), (2), 
(3) (iii), (8) (iv), and (5) of section 157.20 of the Commission’s general rules 
and regulations shall attach to the issuance of the certificate granted in para- 
graph (A), above, and to the exercise of the rights granted thereunder, except 
that the said certificate shall be accepted in writing by Mid-Georgia within 30 
days of the date upon which this order shall be final, the construction authorized 
in said paragraph (A) shall be completed and in actual operation by applicant 
within one month from the date on which this order shall become final, and the 
matters to be filed pursuant paragraphs (3) (iii) and (3) (iv) of section 157.20 
of the Commission's rvles and regulations shall be filed as soon as feasible but, 
with respect to paragraph (38) (iii), not later than 40 days, and with respect 
to paragraph (3) (iv), not later than 7 months, after the date upon which this 
order shall become final. 

(C) That part of Mid-Georgia’s application in docket No. G-2015 which, as 
supplemented and amended, seeks authorization pursuant to section 7 of the 
Natural Gas Act for the construction and operation of facilities for the trans- 
portation of natural gas, subject to the jurisdiction of the Commission, for ser- 
vice to the city of Covington, Ga., and to the town of Oxford, Ga., be and the same 
is herewith denied. 

(D) Mid-Georgia’s petition in its application filed in docket No. G—2015 for 
a finding herein that in the operations proposed in its said application, as supple- 
mented and amended, it will be engaged in, and its facilities used in, only local 
distribution of natural gas, be and the same is herewith denied. 

(E) The application of the city of Covington, Ga., in docket No. G-2114, for 
an order directing Transcontinental Gas Pipe Line Corp. (Transcontinental) to 
establish physical connection of its transportation facilities with the lateral line 
proposed to be constructed by the city of Covington, and to sell and deliver to 
snid city a supply of natural gas sufficient to meet the natural gas requirements 
of its proposed project, be and the same is herewith denied. 
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(F) The application of Mid-Georgia in docket No. G-2015, and the conditional 
application of Transcontinental in docket No. G-1277, that the findings and 
order of the Commission issuing certificate of public convenience and necessity, 
April 28, 1950, In the Matter of Transcontinental Gas Pipe Line Corp., docket 
No. G-1277, be modified so that the name “Newton County Gas Co.,” wherever the 
same appears therein, shall be changed to “Mid-Georgia Natural Gas Co.” is 
herewith granted, and said findings and order be and the same are herewith 
amended accordingly. 

Ewine G. SIMPSON, 
Presiding Examiner. 


Order modifying and affirming as modified the presiding exraminer’s decision 
December 11, 19538 


Mid-Georgia Natural Gas Co. (hereinafter Mid-Georgia) filed exceptions on 
November 16, 1953, pursuant to section 1.31 of the Commission’s general rules and 
regulations (18 C. F. R. 1.31) to the presiding examiner’s decision. 

In his decision, the presiding examiner denied that part of Mid-Georgia’s appli- 
cation in docket No. G—2015, as supplemented and amended, whereby the com- 
pany sought authorization pursuant to section 7 of the Natural Gas Act for the 
construction and operation of facilities for the transportation of natural gas 
subject to the jurisdiction of the Commission, for service to the city of Covington, 
Ga., and to the town of Oxford, Ga. The presiding examiner's denial is based 
upon the questionable franchise authorization under which Mid-Georgia pro- 
poses to distribute natural gas in Covington and Oxford. 

However, it is our view that Mid-Georgia should, on the basis of the present 
record, be authorized to construct and operate the facilities which are the subject 
matter of its application for service to Covington and Oxford, conditioned upon 
Mid-Georgia obtaining either a ratification by the city of Covington and the 
town of Oxford of the validity of the existing franchises, or new franchises, or 
an affirmative declaratory judgment of validity of its franchises in said munici- 
palities pursuant to Georgia law. 

The Commission finds: 

(1) Public convenience and necessity requires that Mid-Georgia be authorized 
to construct and operate the necessary facilities to render service to Covington 
and Oxford, provided it obtain appropriate franchise authorization permitting 
natural gas service in said communities. 

(2) The Commission affirms the presiding examiner’s decision subject to the 
modifications herein set forth, and adepts said decision, as so modified, as its 
final decision as hereinafter ordered. 

Upon consideration of the record in these proceedings, the presiding examiner’s 
decision and the exceptions filed herein, the Commission orders: 

(A) The presiding examiner's decision, issued October 26, 1953, in these pro- 
ceedings, as hereinafter modified, shall become effective as the decision of the 
Commission as of the date of the issuance of this order. 

(B) The presiding examiner's decision be and it is hereby modified in the 
following respects: 

(i) Ordering paragraph (A) of the decision is hereby modified to read as 
follows: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued in docket No. G-2015 authorizing Mid-Georgia Natural Gas Co. to 
operate the facilities constructed to render service to the city of Conyers, Ga., 
and the unincorporated community of Millstead, Ga., and to construct and op- 
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erate the facilities to render service to Porterdale, Covington and Oxford, Ga., 
all as fully described in these respects in the application and supplement to ap- 
plication filed herein, and the amendment to application authorized in hearing 
(exhibit 7), for the transportation of natural gas, subject to the jurisdiction of 
the Commission, and upon the terms and conditions of this order. 

(ii) Ordering paragraph (B) at page 774 of the decision is hereby modified to 
read as follows: 

(B) The general terms and conditions set forth in paragraphs (1), (2), (3) 
(iii), (8) (iv), and (5) of section 157.20 of the Commission’s general rules and 
regulations shall attach to the issuance of the certificate granted in paragraph 
(A), above, and to the exercise of the rights granted thereunder, provided fur- 
ther that the said certificate shall be accepted in writing by Mid-Georgia within 
30 days of the date upon which this order shall be final, and the construction 
authorized in said paragraph (A) for service to Porterdale, Ga., shall be com- 
pleted and in actual operation by applicant within 1 month from the date on 
which this order shall become final. 

(iii) Ordering paragraph (C) appearing at page 775 of the decision is hereby 
deleted, and in lieu thereof a new paragraph (C) is substituted, reading as 
follows: 

(C) The issuance of the certificate to Mid-Georgia herein provided is granted 
upon the express condition that Mid-Georgia shall obtain from the city of Coving- 
ton, and the town of Oxford, Ga., which it proposes to serve, new franchises prop- 
erly validated pursuant to Georgia law, or a ratification by the aforementioned 
communities of franchises previously issued, or obtain from the proper courts 
of Georgia an affirmative declaratory judgment of the validity of such franchises. 
Mid-Georgia shall, within 6 months from the date of issuance of the order herein, 
file with the Commission in satisfaction of this condition and as evidence that it 
possesses appropriate franchise authorization from said communities, certified 
copies of the authority which it asserts constitutes lawful franchise grants to 
construct and operate distribution systems for the purpose of supplying natural 
gas in the city of Covington and the town of Oxford. If appropriate authoriza- 
tion is received from the city of Covington and the town of Oxford, the pipeline 
facilities, authorized in paragraph (A), for the purpose of supplying natural 
gas for ultimate distribution in the aforementioned communities, shall be com- 
pleted and placed in actual operation not later than August 1, 1954. It is pro- 
vided further that Mid-Georgia shall not commence the construction of the pipe- 
line facilities necessary to render natural-gas service in the communities of 
Covington and Oxford, referred to in paragraph (A) hereof, until it has fully 
complied with the condition herein specified respecting franchise authority. 
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IN @HE MATTER OF 
SOUTHERN NATURAL GAS COMPANY 


Upon Application for Certificate of Public Convenience and Necessity and for 
Abandonment of Natural Gas Facilities 


Docket No. G-—2204 
November 23, 1953* 
Syllabus 


Commission issues a certificate of public convenience and necessity to Southern 
under section 7 of the Natural Gas Act authorizing it to acquire and operate 
the facility described in its application for the transportation and delivery 
of natural gas, and also authorizes Southern to abandon certain natural-gas 
facilities. P. 779. 


P. 8S. Conlon for Southern Natural Gas Co. 

Sherman 8S. Poland for the staff of the Federal Power Commission. 

HALL, Presiding Examiner: Involved here is an application filed by Southern 
Natural Gas Co. (Southern), pursuant to section 7 of the Natural Gas Act, seek- 
ing certificate authorization for its proposed acquisition and operation of Atlanta 
Gas Light Co.’s (Atlanta Gas) tap line through which the gas requirements of 
yeorgia Power Co. at Plant Arkwright are supplied from Southern’s system. 
In addition, Southern requests authority for the abandonment, by sale to Atlanta 
Gas, of its Macon tapline and certain other facilities. 

By order of the Commission, National Coal Association, United Mine Workers 
of America, and Fuels Research Council, Inc., joint petitioners, were permitted 
to intervene in this proceeding. 

Following the public hearing held on November 4, 1953,’ briefs were filed by 
counsel for Southern and for the Cummission staff in support of the authoriza- 
tions here sought. 

The tapline which Southern proposes to purchase from Atlanta Gas con- 
sists of approximately 5,800 feet of 10%4-inch pipe, extends from a point on 
Southern’s Macon branch line to Georgia Power Co.’s Plant Arkwright, and is 
used for delivering gas on an interruptible basis to that plant for use as boiler 
fuel. The gas so delivered by Southern to Plant Arkwright is metered at that 
plant,? and as a matter of operating practice Southern considers it desirable 
to own and control all facilities upstream from measuring stations through which 
its gas is transported so as to assure efficient operation and guard against line 
losses. 

The sale price will be the original cost of the Plant Arkwright tap to Atlanta 
Gas less computed depreciation to the date of closing. As of March 31, 1953, the 
depreciated book cost was $13,852.53. 

Southern presently delivers natural gas to Atlanta Gas for distribution by 
the latter in the city of Macon, Ga., by means of a looped tapline 1,452 feet 


*Initial decision and order became effective on December 24, 1953, as final decision and 
and order of the Commission. 

1This decision relates only to the application filed in docket No. G-2204 which, for 
purpose of hearing, was consolidated with the application filed by Southern in docket No. 
G—2203 in which a separate decision is being filed. 

2 Existing contractual arrangements provide that the deliveries made from Southern’s 
system to Plant Arkwright are to be for the account of Southern (55 percent) and for 
the account of Atlanta Gas (45 percent). No change is contemplated in the character 
of service to be rendered as a result of Southern’s acquisition of the tapline. 
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in length, consisting of two parallel lines of.10%-inch pipe. At the end of 
Southern’s Macon looped tapline the gas passes through facilities of Atlanta Gas 
to Southern’s original measuring station now located within the extended limits 
of the city of Macon. A new measuring station has been constructed by Southern 
at the junction of its Macon branch line and the Macon tapline,® and gas is 
presently being delivered at Atlanta Gas at the new station. 

The facilities for which Southern seeks authority to abandon by sale to 
Atlanta Gas are comprised of a portion of Southern’s original Macon measuring 
station site, together with certain facilities located thereon, and the Macon looped 
tapline. Atlanta Gas will incorporate these facilities into, and they will hence- 
forth be utilized as a part of, its distribution system in the city of Macon. 
The sale price will be approximately $9,400, representing the cost of the facilities 
per books of Southern less computed depreciation to the time of closing (except 
that the sale price of the portion of the measuring station site to be sold will 
be the original cost, i. e., $341.95, of the entire lot). 


FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and the briefs and arguments 
of counsel, as well as upon the preceding portion of this decision, it is further 
found and concluded that: 

(1) Southern, a Delaware corporation, having its principal place of business 
at Birmingham, Ala., owns and operates, among other facilities, a natural-gas 
transmission pipeline system located in the States of Texas, Louisiana, Missis- 
sippi, Alabama, and Georgia. By such operation, Southern is engaged in the 
transportation and sale of natural gas in interstate commerce for resale for 
ultimate public consumption, subject to the jurisdiction of the Commission, and 
is, therefore, a “natural-gas company” within the meaning of the Natural Gas 
Act, as amended, as heretofore found by the Commission in its order of October 6, 
1942, in docket No. G—296, 3 F. P. C. 822. 

(2) The facility proposed to be acquired and operated, bereinbefore described, 
is proposed to be used in the transportation of natural gas in interstate com- 
merce, subject to the jurisdiction of the Commission, as an integral part of 
Southern’s existing pipeline system, and the acquisition and operation thereof 
by Southern are subject to the requirements of subsections (c) and (e) vf 
section 7 of the Natural Gas Act, as amended. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
as amended, and the requirements, rules and regulations of the Commission 
thereunder. 

(4) The proposed acquisition and operation of the facility by Southern are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (4) (ii), (4) (iii), and (5) of 
section 157.20 of the Commission’s rules of practice and procedure (18 C. F. R. 
157.20) should attach to the certificate hereinafter issued, and to the exercise 
of the rights granted thereunder, and that the time within which acquisition 
of the facility authorized by this order shall be completed and the facility 
placed in actual operation by Southern should be fixed at 4 months from the 
date on which this order becomes final as the act of the Commission. 





2Southern’s Macon tapline, in contradistinction to its Macon branch line, extends 
south from a point on said branch line to the point in the city of Macon where gas was 
formerly delivered to Atlanta Gas. 
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(6) The facilities proposed to be abandoned by Southern by sale to Atlanta 
Gas, hereinbefore described, as more fully described in the application, are used 
in the transportation of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and the abandonment thereof by Southern is 
subject to the requirements of subsection (b) of section 7 of the Natural Gas Act, 
as amended. 

(7) Such abandonment by Southern is permitted by the public convenience 
and necessity, and an order authorizing and approving the same should be 
issued as hereinafter ordered. 

ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or re- 
view by the Commission on its own motion, as provided in its rules of practice 
and procedure, that: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Southern to acquire and operate the facility hereinbefore de- 
scribed, as more fully described in the application, for the transportation and 
delivery of natural gas, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

(B) This certificate shall be accepted in writing by a responsible official of 
Southern and the general terms and conditions set forth in paragraphs (1), (2), 
(4) (ii), (4) (iii), and (5) of section 157.20 of the Commission’s rules of prac- 
tice and procedure shall attach to the issuance of the certificate granted in para- 
graph (A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facility hereby authorized shall be acquired 
and placed in actual operation as provided by paragraph (2) of section 157.20 
of the Commission's rules of practice and procedure is hereby fixed as 4 months 
from the date on which this order becomes final as the act of the Commission. 

(D) Southern be and it is hereby authorized to abandon its natural-gas facili- 
ties hereinbefore described, as more fully described in the application, upon the 
terms and conditions of this order. 

(E) Southern shall report to the Commission in writing and under oath (origi- 
nal and four conformed copies) the date of actual abandonment of the facilities 
to be sold to Atlanta Gas. 


Francis L. HAtt, 
Presiding Examiner. 
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In the Matter of 
SOUTHERN NATURAL GAS COMPANY 
Upon Application for Certificate of Public Convenience and Necessity 
Docket No. G—2203 
November 25, 1953* 


Syllabus 


Commission issues a certificate of public convenience aud necessity to Southern 


under section 7 of the Natural Gas Act authorizing it to operate facilities 
for the transportation and sale of natural gas. P. 781. 


P. 8. Conlon for Southern Natural Gas Co. 

Sherman 8. Poland for the staff of the Federal Power Commission. 

Hai, Presiding Examiner: In this proceeding Southern Natural Gas Co. 
(Southern) requests the issuance of a certificate of public convcnience and neces- 
sity, pursuant to section 7 of the Natural Gas Act, as amended, authorizing and 
approving the construction and operation of approximately 2.034 miles of 12%- 
inch loop pipeline in the State of Georgia. 

Southern’s application in this proceeding was consolidated, for purpose of 
hearing, with its application in docket No. G—2204 in which a separate decision 
has been filed. The hearing was held November 4, 1953, and briefs in support of 
the granting of the certificate here requested have been filed by counsel for 
Southern and for the Commission staff. Counsel for the joint intervenors, i. e., 
National Coal Association, United Mine Workers of Amer:ca, and Fuels Research 
Council, Inc., waived their right to file a brief. 

The 2.034 miles of 12%4-inch loop line for which a certificate is requested 
will parallel the section of Southern’s 10-inch Macon branch line extending from 
Bass Junction (the point of intersection of that branch line with Southern’s 
South line, approximately 5 miles north of Macon, Ga.) southeasterly to the point 
of intersection of the Macon branch line and Atlanta Gas Light Co.’s Plant 
Arkwright tapline? 

The proposed loop line will not increase peak day system delivery capacity, 
but by reducing curtailments and interruptions at other periods will increase 
system sales and improve the system load factor, it being contemplated that the 
loop line will permit the delivery of 4,552 M. c. f. per day of additional offpeak 
surplus of Southern’s North line gas in the vicinity of Macon when its South 
line facilities heretofore authorized by the Commission are completed. At times 
some portion of the gas may be sold for use in Plant Arkwright. The loop 
line will also cause a reduction of pressures, thereby permitting safer operating 
conditions. Respecting this, Southern’s witness testified that, in his opinion, 
the resulting safer operating conditions alone warrant construction of the 
proposed facility. 





*Initial decision and order became effective on December 28, 1953, as final decision and 
order of the Commission. 

1The examiner’s decision and order filed November 23, 1953, in docket No. G—2204, in 
the event it becomes the final decision and order of the Commission, issues a certificate 
of public convenience and necessity to Southern authorizing it to acquire and operate 
Atlanta Gas Light Co.’s Plant Arkwright tapline. This tapline serves Georgia Power 
Co.’s Plant Arkwright electric generating station, such service by Southern having been 
authorized by a prior order of the Commission. 
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Pending completion of its South line facilities, Southern proposes to trans- 
port the 4,552 M. c. f. of gas to be made available in its South line, by displace- 
ment from its North line, eastward from Bass Junction during offpeak periods 
to serve direct interruptible customers in the Aiken-Savannah, Ga., areas, whieh 
Southern has been authorized to serve. In the event Svuthern finds it has no 
other market for the gas, Southern will sell it, or some portion of it, to meet 
the requirements of the Macon area, including those of Plant Arkwright. By 
sales of such gas on approximately 180 days during 1954, Southern estimates 
it will receive net operating revenue of $70,340, which revenue will exceed 
the estimated capital cost ($66,800) of the proposed loop line. 


FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and the briefs and arguments 
of counsel, as well as upon the preceding portion of this decision, it is further 
found and concluded that: 

(1) Southern is a “natural-gas company” within the meaning of the Natural 
Gas Act, as amended, and is subject thereunder to regulation by the Commission, 
as heretofore found in the Commission’s order of October 6, 1942, in docket 
No. G—296, 3 F. P. C. 833. 

(2) The facility hereinbefore described, as more fully described in the appli- 
eation herein, is proposed to be used in the transportation and sale of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, as an 
integral part of Southern’s existing pipeline system, and the construction and 
operation thereof by Southern are subject to the requirements of subsections (¢c) 
and (e) of section 7 of the Natural Gas Act, as amended. 

(3) The construction and operation of the facility hereinbefore described, as 
more fully described in the application herein, is required by the public conven- 
ience and necessity, and a certificate therefor should be issued as hereinafter 
ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission there- 
under. 

(5) Publie convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and (5) of 
section 157.20 of the Commission’s rules of practice and procedure (18 C. F. R. 
157.20) should attach to the certificate hereinafter issued, and to the exercise 
of the rights granted thereunder, and that the time within which construction 
of the facility authorized by this order shall be completed and in actual opera- 
tion should be fixed at 45 days from the date on which this order becomes final 
as the act of the Commission. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its rules of prac- 
tice and procedure, that: 


(A) A certificate of public convenience and necessity be and the same is here- 
by issued authorizing Southern to construct and operate the facility hereinbe- 
fore described, as more fully described in the application in this proceeding and 
the exhibits appended thereto, for the transportation and sale of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 
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(B) This certificate shall be accepted in writing and under oath by a respon- 
sible official of Southern and the general terms and conditions set forth in para- 
graphs (1), (2), (8) (i), (8) (iii), (8) (iv), and (5) of section 157.20 of the 
Commission’s rules of practice and procedure shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 

(C) The time within which the facility hereby authorized shall be constructed 
and placed in actual operation as provided by paragraph (2) of section 157.20 
of the Commission's rules of practice and procedure is hereby fixed at 45 days 
from the date on which this order becomes final as the act of the Commission. 


Francis L. HALL, 
Presiding Examiner. 








ORDERS 











Order authorizing transmission of electric energy to Canada 


Citizens Utilities Co. 
Docket No. E-6443 
January 8, 1953 


Citizens Utilities Co. (applicant), a corporation organized and existing under 
the laws of the State of Delaware, authorized to do business in the States of 
Arizona, Colorado, Connecticut, Delaware, Idaho, Maine, Vermont and Wash- 
ington, and having its principal business office in Greenwich, Conn., on July 
10, 1952, 1 led an application and amendment thereof on July 24, 1952, for author- 
ity to transmit electric energy from the United States to Canada pursuant to 
section 202 (e) of the Federal Power Act (act). 

Applicant requests authorization to transmit electric energy to Canada 
approximating 5,000 kilowatt-hours per annum for service to office building and 
residence of National Revenue, Customs and Excise Divisions, Canadian Gov- 
ernment, located approximately 200 feet from the international boundary at 
Leadville, Quebec, Canada. Applicant will transmit the electric energy over its 
facilities used to serve Newport, Vt., and its environs, wholly within the 
United States. The charges for the service rendered are to be applicant’s pub- 
lished commercial and residential rates on file with the Vermont Public Service 
Commission. The transmission of such energy will be over the facilities covered 
by the Presidential permit signed by the President of the United States and 
released by the Commission concurrently with this order. 

Applicant states that there is no other available source of energy in the 
vicinity that can furnish the requirement of National Revenue, Customs and 
Excise Divisions, at Leadville. 

Notice of the filing of the application was published in the Federal Register 
on July 19, 1952 (17 F. R. 6673) and given to interested State officials, and no 
protest or request for hearing thereon has been received. 

The Commission finds: 

The transmission of electric energy from the United States to Canada as 
limited herein and as hereinafter authorized will not impair the sufficiency 
of electric supply within the United States and will not impede or tend to 
impede the coordination in the public interest of facilities subject to the juris- 
diction of the Commission. 

The Commission orders: 

(A) Applicant be and it hereby is authorized to transmit electric energy from 
the United States to Canada subject to the provisions of this order. 

(B) The electric energy which applicant is hereby authorized to transmit 
from the United States to Canada shall be in an amount approximating 5,000 
kilowatt-hours per year over the facilities specified in the Presidential permit 
referred to above. 

(C) The authorization herein granted may be modified from time to time or 
terminated upon further order of the Commission, but in no event sball such 
authorization extend beyond the date of termination or expiration of the Presi- 
dential permit signed by the President of the United States on December 4, 1952, 
and referred to above. 
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(D) Applicant shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules, regulations or orders issued by the Commission. 

(E) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Canada 
pursuant to the authority herein granted; shall make, keep and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish with respect to said transmission of electric energy reports annually on 
or before February 15 showing the amount of energy transmitted to National 
Revenue, Customs and Excise Divisions, and the maximum rate of transmission 
for each month of the preceding calendar year. 

(F) This authorization to transmit electric energy from the United States 
to Canada shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter, in the event of the involuntary 
transfer of facilities used thereunder by operation of law (including such trans- 
fers to receivers, trustees, or purchasers under foreclosure or judicial sale) 
pending the making of an application for permanent authorization and decision 
thereon, provided notice is promptly given in writing to the Commission accom- 
panied by a statement that the physical facts relating to sufficiency of supply, 
rates, and nature of uSe remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of the lawful authority 
vested in the State or State regulatory commission over applicant. 

(H) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimate or determination of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(1) Concurrently with the service of this order the Presidential permit, 
signed by the President of the United States on December 4, 1952, and described 
above, be *released and a copy transmitted by the Secretary to applicant. 


Order further amending license (major) 


The California Oregon Power Co. 
Project No. 1927 
January 8, 1953 


In compliance with article 8 of its license, as amended, issued under the 
Federal Power Act for major project No. 1927 located on North Umpqua River 
and Fish Creek in Douglas County, Oreg., and affecting lands of the United 
States within Umpqua National Forest, The California Oregon Power Co. filed 
for Commission approval on June 4, 1951, as supplemented by filings on Septem- 
ber 17, 1951 and July 14, 1952, revised exhibits for the Toketee development, 
afd on June 23, 1952 filed revised exhibits for the Soda Springs development. 
The revised exhibits show for each development the project boundary and 
project area, the final design of structures as constructed, and a general de- 
scription of equipment. 
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An application was filed by The California Oregon Power Co. on April 2, 1951, 
and supplemented May 19 and August 22, 1952, for amendment of its license for 
major project No. 1927 to authorize the construction, operation and maintenance 
under the license of the proposed Clearwater No. 1 and Clearwater No. 2 de- 
velopments, parts of which are to be located on Clearwater River and parts on 
the North Umpqua River. The proposed developments are hereinafter described 
in paragraph I. 

The effect, among other things, of approval of the revised exhibits and the 
issuance of the requested amendment would be (1) to decrease the area of lands 
of the United States occupied by the Toketee and Soda Springs developments; 
(2) to authorize the construction, operation, and maintenance of the Clearwater 
No. 1 and Clearwater No. 2 developments as parts of project No. 1927; and (3) 
to adjust the annual charges now fixed and specified in the license. 

The Acting Secretary of Agriculture, an Acting Assistant Secretary of the 
Interior, and the Oregon State Game Commission have reported upon the April 
2, 1951 application for amendment. 

The Commission finds: 

(1) Amendment of license for project No. 1927 as hereinafter provided is not 
inconsistent with the previous findings in this matter except as they may be 
modified by the following additional findings. 

(2) Public notice of the filing of the application for amendment of license has 
been given as required by the Federal Power Act. 

(3) The authorized installed capacity of the project under the license as 
further amended is 169,200 horsepower and the annual charges for reimbursing 
the United States for the costs of administration of part I of the act, based on 
such capacity as hereinafter provided, are reasonable, and the annual charges 
for recompensing the United States for the use, occupancy and enjoyment of its 
lands, other than those used only for transmission line right-of-way, adjusted 
as hereinafter provided, are reasonable. 

(4) The following described exhibits conform to the Commission’s rules and 
regulations, and should be approved as part of the license for the project: 

Ecrhibit J-9—(F. P. C. No. 1927-78) a map entitled “Toketee development, 
general map.” signed The California Oregon Power Co., by J. C. Boyle, vice 
president and general manager, on May 18, 1951, superseding exhibit J-2 
(F. P. C. No. 1927-3 

Erhibit K-12.—Maps in 4 sheets showing Toketee development signed The 
California Oregon Power Co. by J. C. Boyle, vice president and general manager, 
on May 18, 1951 as revised on July 1, 1952, superseding exhibits K-5 and K-6 
(F. P. C. Nos. 1927-30 and -36) and comprising: sheet No. 1 (F. P. C. No. 1927- 
79) entitled “Topography of powerhouse, penstocks, surge tank and tunnel 
areas”; sheet No. 2 (F. P. C. No. 1927-80) entitled “Topography of tunnel, wood 
stave pipe, and diversion dam areas”; sheet No. 3 (F. P. C. No. 1927-81) en- 
titled “Topography of reservoir area”; and sheet No. 4 (F. P. C. No. 1927-108) 
entitled “Cedar Springs—Toketee access road.” 

Evhibit L—-11.—Drawings in 7 sheets signed The California Oregon Power Co. 
by J. C. Boyle, vice president and general manager on May 18, 1951 superseding 
exhibits as shown: sheet No. 1 (F. P. C. No. 1927-83) entitled “Powerhouse 
plan,” superseding exhibit L-2 (F. P. C. No. 1927-14) ; sheet No. 2 (F. P. C. No. 
1927-84) entitled “Powerhouse section,” superseding exhibit L-2 (F. P. C. No. 


1927-14) ; sheet No. 3 (F. P. C. 1927-85) entitled “Powerhouse sections,” super- 
seding exhibit L-2 (F. P. C. No. 1927-14) ; sheet No. 4 (F. P. C. No. 1927-86) 
entitled “Cross sections of penstock, tunnel & wood stave pipe. profile of pen- 
stock,” superseding exhibit L-1 (F. P. C. No. 1927-13) ; sheet No. 5 (F. P. C. No. 
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1927-87) entitled “Diversion, dam, profile and sections,” superseding exhibit 
L-5, sheet No. 3 (F. P. C. No. 1927-83) and modifying exhibit L—5, sheets Nos. 
1 and 4 (F. P. C. Nos. 1927-381 and -34) ; sheet No. 6 (F. P. C. No. 1927-88) 
entitled “Substation location and sections’; and sheet No. 7 (F. P. C. No. 
1927-91) entitled “Intake structure plan and sections,” revised September 4, 
1951 and superseding exhibit L-4 (F. P. C. No. 1927-16). 

Egrhibit M-6.—Three typewritten pages entitled “Revised general description 
and specifications of equipment” including an accompanying circuit diagram 
signed The California Oregon Power Co. by J. C. Boyle, vice president and gen- 
eral manager on May 18, 1951, superseding exhibit M signed on March 21, 1947. 

Evhibit J-11.—(F. P. C. No. 1927-100) a map entitled “Soda Springs develop- 
ment, general map,” signed The California Oregon Power Co. by J. C. Boyle, 
vice president and general manager on June 13, 1952, superseding exhibit J-6 
(F. P. C. No. 1927-44). 

Exhibit K-14.—Maps in 2 sheets showing Soda Springs development, signed 
The California Oregon Power Co. by J. C. Boyle, vice president and general 
manager on June 13, 1952, superseding exhibit K-8 (F. P. C. Nos. 1927-45 and -46 
and comprising: sheet No. 1 (F. P. C. No. 1927-101) entitled ‘‘Topographic map 
of reservoir area”; and sheet No. 2 (F. P. C. No. 1927-102) entitled ‘‘Topographic 
map of penstock, pipeline, diversion dam and powerhouse areas.” 

Erhibit L-13.—Drawings in 5 sheets signed The California Oregon Power Co. 
by J. C. Boyle, vice president and general manager on June 13, 1952, comprising: 
sheet No. 1 (F. P. C. No. 1927-103) entitled “Diversion dam plan and profile” ; 
sheet No. 2 (F. P. C. No. 1927-104) entitled “Diversion dam sections”; sheet 
No. 3 (F. P. C. No. 1927-105) entitled “Pipeline & sluice intake structures plans 
and sections”; sheet No. 4 (F. P. C. No. 1927-106) entitled “Pipeline profile and 
sections, surge tank plan and sections’; and sheet No. 5 (F. P. C. 1927-107) en- 
titled “Powerhouse plan and sections”. 

Exhibit L-13 (F. P. C. Nos. 1927-103 to -107, inclusive) supersedes Exhibit L-7 
(F. P. C. Nos. 1927-48, —49, -89 and -90) now a part of the license. 

Exhibit M-8.—Two typewritten pages entitled ‘Revised general description and 
specifications of equipment—Soda Springs development” including an accom- 
panying circuit diagram, signed The California Oregon Power Co. by J. C. Boyle, 
vice president and general manager on June 13, 1952, superseding exhibit M-3 
signed on June 28, 1949. 

Exhibit J-3—(F. P. C. No. 1927-17), insofar as it relates to the Toketee, Soda 
Springs, Slide Creek, Fish Creek, Clearwater No. 1 and Clearwater No. 2 
developments. 

Evhibit J-8.—Sheets 1 through 4 (F. P. C. Nos. 1927-64 through -67). 

Erhibit K-11.—Sheets 1 through 4 (F. P. C. Nos. 1927-68 through -71). 

Erhibit K-15.—Sheets 1 and 2 (F. P. C. Nos. 1927-109 and -110). 

Evrhibit L-10.—Sheets 2 and 4 (F. P. C. Nos. 1927-75 and -77). 

Exhibit L-14.—Sheet 1 (F. P. C. No. 1927-99). 

Erhibit L-15.—Sheet 1 (F. P. C. No. 1927-111). 

Erhibit M-5.—General description and specifications of equipment—Clear- 
water developments. 

(5) Exhibits J-2 (F. P. C. No. 1927-3), J-6 (F. P. C. No. 1927-44), K-5 
(F. P. C. No. 1927-30), K-6 (F. P. C. No. 1927-36), K-8 (F. P. C. Nos. 1927-45 
and -46), L-1 (F. P. C. No. 1927-13), L-2 (F. P. C. No. 1927-14), L-4 (F. P. C. 
No. 1927-16), L-5 (F. P. C. No. 1927-83), L-7 (F. P. C. Nos. 1927-48, -49, 
—89 and -90), M and M-3 which are now a part of the license, should be elimi- 
nated from the license. 
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The Commission orders: 

(A) The exhibits referred to in finding (4) above are hereby approved as 
part of the license and the exhibits referred to in finding (5) above are hereby 
eliminated from the license. 

(B) The license for project No. 1927 is hereby further amended, effective as 
of July 1, 1952, to authorize the construction, operation, and maintenance of the 
Clearwater No. 1 and the Clearwater No. 2 developments as parts of the project, 
and to revise certain articles in the license; said amendment being: 

Paragraph I. Article 2 of the license as amended is further amended as 
follows: 

(i) Paragraph (a) of article 2 is further amended by revising the description 
of exhibit J-3 (F. P. C. No. 1927-17) to read as follows: 

Ecvhibit J-3.—(¥F. P. C. No. 1927-17), a map entitled “General project map of 
North Umpqua project’, approved by the Commission insofar as it relates to the 
Toketee, Soda Springs, Slide Creek, Fish Creek, Clearwater No. 1 and Clear- 
water No. 2 developments, signed on November 8, 1948. 

(ii) Paragraph (a) of article 2 is further amended by adding thereto the 
following: 


Clearwater No. 1 development 


Exhibit J-8:—Sheet No. 1 (F. P. C. No. 1927-64) entitled “General map— 
Clearwater developments”, and sheet No. 2 (F. P. C. No. 1927-65) entitled 
“Clearwater No. 1 development—general map of project”. 

Erhibit K-11—Sheet No. 1 (F. P. C. No. 1927-68) entitled “Clearwater No. 1 
development—profile of project and typical conduit structures”; sheet No. 2 
(F. P. C. No. 1927-69) entitled “Clearwater No. 1 development—forebay-topo- 
graphic map of site and plans of structures”; and sheet No. 3 (F. P. C. No. 
1927-70) entitled “Clearwater No. 1 development—penstock-topographic map 
and profile.” 

Exhibit J-8, sheets Nos. 1 and 2, and exhibit K-11, sheets Nos. 1, 2, and 3, 
signed The California Oregon Power Co. by J. C. Boyle, vice president and 
general manager on March 21, 1951. 


Clearwater No. 2 development 





Exhibit J-8—Sheet No. 3 (F. P. C. No. 1927-66) and sheet No. 4 (F. P. C. 
No. 1927-67) both entitled “Clearwater No. 2 development—general map of 
project”. 

Ecrhibit K-11—Sheet No. 4 (F. P. C. No. 1927-71) entitled “Clearwater No. 
2 development—profile of project and typical conduit structures”. 

Echibit K-15.—Sheet No. 1 (F. P. C. No. 1927-109) entitled “Clearwater No. 2 
development—Penstock plan and profile” ; and sheet No. 2 (F. P. C. No. 1927-110) 
entitled “Clearwater No. 2 development—Forebay plan and sections”. 

Echibit J-8, sheets Nos. 3 and 4 and exhibit K-11, sheet No. 1 signed on 
March 21, 1951, and exhibit K-15, sheets Nos. 1 and 2 signed on August 18, 1952 
The California Oregon Power Co. by J. C. Boyle, vice president and general 
manager. 

(iii) Paragraph (b) of article 2 is further amended by adding thereto the 
following: 





Clearwater No. 1 development 


A low diversion dam about 30 feet high across Clearwater River, comprising 
a concrete slab spillway section, an intake section and earth dam sections on 
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each abutment; a reservoir having a surface area of approximately 35.6 acres 
with a normal water surface at elevation 3883 feet mean sea level; an open 
conduit with a capacity of about 200 cubic feet per second consisting of 4,900 
feet of concrete lined canal and 4,140 feet of timber and concrete flume; an open 
forebay with a capacity of 120 acre-feet; a steel penstock 4,950 feet long; a 
powerhouse, located on Clearwater River just above the mouth of Mowich 
Creek containing at 21,000-horsepower turbine connected to a 15,000-kilowatt 
outdoor-type generator; an outdoor substation; a 132,000 volt transmission line 
about 8 miles long extending to the switching station located adjacent to the 
existing Toketee plant; a permanent access road about 9 miles long serving 
both Clearwater Nos. 1 and 2 developments; the location, nature, and character 
of which project works are more specifically shown and described by the 
exhibits hereinbefore cited for the development and by certain other exhibits 
which formed part of the application for amendment of the license and which 
are designated and described as follows: 

Ecrhibit L-10.—Sheet No. 2 (F. P. C. No. 1927-75) entitled “Clearwater No 1 
development—Power house, plan and sections”; 

Exhibit L-14.—Sheet No. 1 (F. P. C. No. 1927-99) entitled “Clearwater No. 1 
development—revised diversion dam plan, elevations & sections”. 

Erhibit M-—5.—Two typewritten pages entitled “General description and 
specifications of equipment—Clearwater developments” and an accompanying 
diagram entitled “Clearwater No. 1 and Clearwater No. 2 hydro developments— 
proposed circuit diagram”. 

Exhibit L-10, sheet No. 2 and exhibit M-5 signed on March 21, 1951 and 
exhihit L—14, sheet No. 1 signed on May 12, 1952, The California Oregon Power 
Co. by J. C. Boyle, vice president and general manager. 


Clearwater No. 2 development 


A low concrete slab diversion dam about 26 feet high across Clearwater River 
located immediately below the mouth of Mowich Creek and below the Clear- 
water No. 1 powerhouse; a small reservoir with an area of 1.67 acres and a 
normal water surface at elevation 3,212 feet, mean sea level; a conduit with a 
capacity of about 440 cubic feet per second and consisting of 17,290 feet of concrete 
lined canal, 10,160 feet of timber and concrete flumes, and 1,500 feet of tunnel; an 
open forebay with a capacity of 60 acre-feet; a steel penstock 1,300 feet long; a 
powerhouse, located on the North Umpqua River and discharging into the pond of 
the Toketee development, containing a 36,000-horsepower turbine connected to 
a 26,000-kilowatt outdoor-type generator; an outdoor substation ; a short 132,000- 
volt transmission line connecting the substation with the Clearwater No. 1- 
Toketee transmission line; the location, nature, and character of which project 
works are more specifically shown and described by the exhibits hereinbefore cited 
for the development and by certain other exhibits which formed part of the 
application for amendment of the license and which are designated and described 
as follows: 

Erhibit L-10.—Sheet No. 4 (F. P. C. No. 1927-77) entitled “Clearwater No. 2 
development—power house plan and sections” ; 

Exhibit L-15.—Sheet No. 1 (F. P. C. No. 1927-111) entitled “Clearwater No. 
2 development—diversion dam plan and sections” ; and 

Erhibit M—5.—(See exhibit M-5 listed under Clearwater No. 1 development). 

Exhibit L-10, sheet No. 4 signed on March 21, 1951 and exhibit L-15, sheet 
No. 1 signed on August 18, 1952 The California Oregon Power Co. by J. ©. Boyle, 
vice president and general manager. 
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(iv) Paragraph (d) of article 2 as amended is further amended to read as 
follows: 

(d) The authorized installed capacity of the project is 169,200 horsepower. 

Paragraph II. Article 5 of the license as amended is further amended to read 
as follows: 

Article 5. Subject to the provisions of section 13 of the act, the licensee shall 
commence construction of each development and shall thereafter in good faith 
and with due diligence prosecute the construction and shall complete each de 
velopment not later than the following dates: 


Development Commence Complete 
Ma ssc sisi cece Jan. 29,1948 Jan. 29, 1951 
I anise cates iadatiaeed eae e ae Dec. 1, 1949 Dec. 1, 1951 
ee May 1, 1950 May 1, 1952 
ict Ain certcn eeiianaiidamnetaaianniibaieliaiee te July 1, 1950 Aug. 1, 1952 


aah ipnaplamnidiinecamicminiiii July 1, 1952 Dec. 31, 1953 


Paragraph III. Article 21 of the license is amended to read as follows: 

Article 21. If and when required, sufficient water shall be released at the 
diversion works of the Toketee development to maintain the scenic attractive- 
ness of Toketee Falls. The amount of water to be released for this purpose may 
be prescribed by the Commission upon recommendation of the Secretary of 
Agriculture after notice and opportunity for hearing, but shall not be more than 
75 cubic feet per second in excess of the 25 cubic feet per second required to be 
released in the interest of fishlife pursuant to article 22 as amended. 

Paragraph IV. Article 22 of the license as amended is further amended to 
read as follows: 

Article 22. The licensee shall maintain in the interests of fishlife a minimum 
flow of not less than 25 cubic feet per second in the North Umpqua River be- 
tween each diversion dam and its respective powerhouse, and within six months 
after commencing operations of the Soda Springs development the licensee shall 
prepare in cooperation with appropriate State and Federal agencies and submit 
its program of releasing water through that powerhouse for various flow con- 
ditions of the stream, Provided, however, That the Commission may prescribe 
a different program of releases after notice and an opportunity for hearing. 
Except when conditions beyond the control of the licensee do not permit, the 
licensee shall maintain flows at or above a minimum of 20 cubic feet per second 
through the fishway of the Fish Creek development from April 1 through the 
first Monday in September of each year, and shall maintain flows at or above 
a minimum of 10 cubic feet per second through the fishway of the Fish Creek 
development from the day after Labor Day through March 31 of each year. 
Except when conditions beyond the control of the licensee do not permit, the 
licensee shall release throughout the year a minimum flow of 5 cubic feet per 
second in Clearwater River past each diversion dam into the natural stream 
channel. 

Paragraph V. Article 24 of the license is amended to read as follows: 

Article 24. The licensee shall permit the use of any reservoir included in the 
project for the temporary storage or for the transportation of logs, ties, poles, 
lumber, or other forest products, and if the Commission so orders upon the 
recommendation of the Secretary of Agriculture, the licensee shall construct a 
logway or logways suitable for the passage of such logs, ties, poles, lumber, or 
other forest products, over or around the dam at any such reservoir without 
undue hindrance or delay: Provided, That the use of said reservoir or reser- 
voirs, or of such logway or logways, by owners or transporters of such logs, ties, 
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poles, lumber, or other forest products, shall be under such rules and regulations 
as may be adopted by the licensee with the approval of the Commission. 


Paragraph VI. Article 27 of the license as amended is further amended to 
read as follows: 


Article 27. Subject to the provisions of section 10 (e) of the act and the rules 
and regulations of the Commission thereunder, the licensee shall pay to the 
United States the following annual charges: 

A. Effective July 1, 1952 for the purpose of reimbursing the United States for 
the costs of administration of part I of the act, 1 cent per horsepower on the 
authorized installed capacity (169,200 horsepower) plus 2% cents per 1,000 
kilowatt hours of gross energy generated by the project during the calendar year 
for which the charge is made; 

B. For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, excluding those used only for transmission-line 
right-of-way for: the Toketee development, $726.30 effective January 30, 1947; 
the Slide Creek development, $246.52 effective January 1, 1950; the Soda 
Springs development, $261.44 effective January 1, 1950; the Fish Creek develop- 
ment, $3.180.00 effective July 1, 1950; and the Clearwater No. 1 and No. 2 
developments, $5,340.00 effective July 1, 1952; and 

C. For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands used for transmission-line right-of-way only, $216.96 
effective January 30, 1947. 

Paragraph VII. Article 29 of the license is amended to read as follows: 

Article 29. After the first 20 years of operation of the project under the 
license, 6 percent per annum shall be the specified rate of return on the net 
investment in the project for determining surplus earnings of the project for 
the establishment and maintenance of amortization reserves, pursuant to section 
10 (d) of the act; one-half of the project surplus earnings, if any, accumulated 
after the first twenty years of operation under the license, in excess of 6 percent 
per annum on the net investment, shall be set aside in a project amortization 
reserve account as of the end of each fiscal year, provided that, if and to the ex- 
tent that there is a deficiency of project earnings below 6 percent per annum for 
any fiscal year or years after the first twenty years of operation under the license, 
the amount of such deficiency shall be deducted from the amount of any surplus 
earnings accumulated thereafter until absorbed, and one-half of the remaining 
surplus earnings, if any, thus cumulatively computed, shall be set aside in the 
project amortization reserve account; and the amounts thus established in the 
project amortization reserve account shall be maintained therein until further 
order of the Commission. 

Paragraph VIII. The addition of articles 41 and 42 to read as follows: 

Article 41. The licensee shall, for the protection of wildlife, construct, install 
and maintain escape ramps on opposing sides of all concrete lines canals and 
simple trail bridges across all open canals at such locations and of such design as 
may be agreed upon by the licensee, the United States Forest Service, and the 
Oregon State Game Commission. In the event such agreement is not reached, 
the Commission may prescribe the location and design of the ramps and bridges 
upon recommendation of the agencies after notice and opportunity for hearing. 

Article 42. The licensee shall, during the construction and operation of the 
several developments pursuant to this license, take such measures to keep 
excessive amounts of silt and debris from the North Umpqua River and its 
tributaries as may be hereafter prescribed by the Regional Engineer, Federal 
Power Commission, San Francisco, California, or such other officer as the Com- 
mission may designate, upon his own initiative or upon the recommendation of 
the Oregon State Game Commission and the Oregon State Sanitary Authority. 
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Paragraph IX. This amendment, in the manner set out above, shall not operate 
to alter or amend the license in any other respect, and shall not in any way 
constitute a waiver of any other part, provision or condition of the license as 
heretofore amended. 

(C) This order shall become final within 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by section 313 (a) of 
the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this license amendment. In acknowledgment of the acceptance 
of this license amendment, it shall be signed for the licensee and returned to the 
Commission within 60 days from the date of issuance of this order. 


Order authorizing transmission of electric energy to Canada 
Citizens Utilities Co. 
Docket No. E-6439 
January 8, 1953 


Citizens Utilities Co. (applicant), a corporation organized and existing under 
the laws of the State of Delaware, authorized to do business in the States of 
Arizona, Colorado, Connecticut, Delaware, Idaho, Maine, Vermont and Washing- 
ton and having its principal business offite in Greenwich, Conn., on June 23, 
1952, filed an application for authority to transmit electric energy from the 
United States to Canada pursuant to section 202 (e) of the Federal Power 
Act (act). 

Applicant requests authorization to transmit electric energy to Canada 
approximating 5,000 kilowatt-hours per annum for service to office building and 
residence of National Revenue, Customs and Excise Divisions, Canadian Gov- 
ernment, located approximately 200 feet from the international boundary on 
Lake Memphremagog, Quebec, Canada. Applicant will transmit the electric 
energy over its facilities used to serve Newport, Vt., and its environs, wholly 
within the United States. The charges for the service rendered are to be ap- 
plicant’s published commercial and residential rates on file with the Vermont 
Public Service Commission. The transmission of such energy will be over the 
facilities covered by the Presidential permit signed by the President of the 
United States and released by the Commission concurrently with this order. 

Applicant states that there is no other available source of energy in the 
vicinity that can furnish the requirements of National Revenue, Customs and 
Excise Divisions, at Lake Memphremagog. 

Notice of the filing of the application was published in the Federal Register 
on July 2, 1952, (17 F. R. 5971) and given to interested State officials, and no 
protest or request for hearing thereon has been received. 

The Commission finds: 

The transmission of electric energy from the United States to Canada as 
limited herein and as hereinafter authorized will not impair the sufficiency of 
electric supply within the United States and will not impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction 
of the Commission. 

The Commission orders: 


(A) Applicant be and it hereby is authorized to transmit electric energy from 
the United States to Canada subject to the provisions of this order. 
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(B) The electric energy which applicant is hereby authorized to transmit 
from the United States to Canada shall be in an amount approximating 5,000 
kilowatt-hours per year over the facilities specified in the Presidential permit 
referred to above. 

(C) The authorization herein granted may be modified from time to time or 
terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the 
Presidential permit signed by the President of the United States on December 4, 
1952, and referred to above. 

(D) Applicant shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules, regulations or orders issued by the Commission. 

(E) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Canada 
pursuant to the authority herein granted, shall make, keep and preserve full and 
complete records with respect to the movement of such energy, and shall furnish 
with respect to said transmission of electric energy reports annually on or before 
February 15 showing the amount of energy transmitted to National Revenue, 
Customs and Excise Divisions and the maximum rate of transmission for each 
month of the preceding calendar year. 

(F) This authorization to transmit electric energy from the United States to 
Canada shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter, in the event of the involuntary 
transfer of facilities used thereunder by operation of law (including such trans- 
fers to receivers, trustees, or purchasers under foreclosure or judicial sale) 
pending the making of an application for permanent authorization and decision 
thereon, provided notice is promptly given in writing to the Commission accom- 
panied by a statement that the physical facts relating to sufficiency of supply, 
rates, and nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of the lawful authority 
vested in the State or State regulatory commission over applicant. 

(H) This authorization is without prejudice to the authority of this Com- 
mission, Or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimate or determination of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Commis- 
sion in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(1) Concurrently with the service of this order the Presidential permit, 
signed by the President of the United States on December 4, 1952, and described 
above, be released and a copy transmitted by the Secretary to applicant. 


Order modifying order issuing certificate of public convenience and necessity 
Natural Gas Storage Co. of Illinois 
Docket No. G—-1757 
January 8, 1953 


On December 8, 1952, Natural Gas Storage Co. of Illinois (Storage Co.) filed 
an application in the above-entitled matter, requesting modification of opinion 
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No. 236 and accompanying order issued by the Commission on September 11, 
1952, to the extent of providing that the volumes of natural gas to be stored by 
Storage Co. for the ultimate benefit of the customer utilities of Natural Gas 
Pipeline Co. of America (Natural) and Texas Illinois Natural Gas Pipeline 
Co. (Texas Illinois) shall be owned by such customer utilities, in lieu of owner- 
ship by Natural and Texas Illinois as contemplated in the original application, 
as amended and supplemented herein and as authorized in said opinion No. 236 
and accompanying order, 11 F. P. C. 366. 

Storage Co. proposes that with such change of ownership of the top storage 
gas, Natural and Texas Illinois will continue to sell to their customer utilities 
the present contract volumes of such customer utilities, but that Natural and 
Texas Illinois will make delivery for their customer utilities’ account to Storage 
Co. of the volumes of natural gas designated by such customer utilities for 
storage, and that Storage Co.’s storage service shall be performed for Natural’s 
and Texas Illinois’ customer utilities pursuant to Storage Co.’s gas tariff to 
be filed with this Commission, and service agreements to be entered into directly 
with the customer utilities of Natural and Texas Illinois. 

Paragraph (C) of the order accompanying said opinion No. 236 stated that: 

Applicant shall submit within 30 days from the date of issuance of this 
order a definite plan of financing together with the requisite commitments 
satisfactory to the Commission. 

After an extension granted by the Commission until October 27, 1952, Storage 
Co. submitted its plan of financing on October 20, 1952. By letter dated Novem- 
ber 18, 1952, Storage Co. was advised by the Commission that its plan of 
financing was considered satisfactory. Said letter of November 18, 1952 stated 
further, as follows: 

However, paragraph (C) of the order of September 11, 1952, requires that 
the plan of financing be submitted together with “the requisite commit- 
ments”. It appears, therefore, that your company has not complied, in part, 
with the requirements of said paragraph (C) since “the requisite commit- 
ments” did not accompany your plan of financing. 

The Commission’s approval of your company’s plan of financing does not, 
therefore, signify that you have complied fully with the requirements of 
said paragraph (C). If you submit to the Commission, within 15 days from 
the date of receipt of this letter, all requisite commitments necessary to the 
carrying out of your plan of financing, such action will be considered com- 
pliance in full with paragraph (C) of the order of September 11, 1952. 

Storage Co. has not filed with the Commission the requisite commitments re- 
quired by said paragraph (C) and by said letter of November 18, 1952. 

Said plan of financing indicates that the institutional investors holding the 
debt securities of Storage Co. require protection as to such holdings against the 
chance of geological or other difficulties encountered in the operation of the 
storage project, either initially or at some time or times in the future, causing 
interruptions in, or periodic failures of, service. It appears that, in order to 
obtain such security, Storage Co. will enter into an agreement with The Peoples 
Gas Light and Coke Co., Public Service Co. of Northern Illinois and several 
other large utility customers, whereby such utility customers will agree that in 
the event Storage Co.’s gas tariff is inoperative for any reason, or fails to be- 
come operative by June 1, 1954, such utility customers will periodically advance 
to Storage Co., in stipulated ratios, moneys sufficient to meet all of Storage 
Co.’s operating expenses, taxes and debt service requirements. Said agreements 
also will provide that any such advances will be applied as credits to future 
payments due from each such utility entering into said agreement under the 
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gas tariff of Storage Co., when and if such tariff later becomes operative. It 
further appears that the proposed change in ownership of the top storage gas 
from Natural and Texas Illinois to the customer utilities of said pipeline com- 
panies is necessary in order to enable Storage Co. to effect said agreements. 

The tentative draft of gas tariff attached to Storage Co.’s application for 
modification as exhibit A provides for a 6%4 percent return on a net investment 
rate base determined monthly, and including working capital, comprising ma- 
terial and supplies, one-eighth of annual operating expenses and prepayments. 
The Commission in its opinion No. 236 stated as follows: 


Applicant (Storage Co.) presented in evidence a proposed form of tariff 
containing a cost formula rate which it proposes to charge Natural Gas 
Pipeline and Texas Illinois for the storage service proposed to be rendered. 
The proposed cost of service rate would include a 6% percent return on a 
net investment rate base determined monthly, and including working capital, 
comprising materials and supplies, one-eighth of annual operating expenses 
and prepayments. The total charges under this formula would be allocated 
monthly between Natural Gas Pipeline and Texas Illinois upon the basis of 
the use of the storage facilities as indicated by the total volume of gas held 
in storage for each pipeline company during each storage cycle ending April 
30 of each calendar year. * * * Moreover, the applicant’s computation of 
working capital does not give effect to the collection in advance of payment 
of Federal income taxes. We are therefore unable on this record to express 
an opinion upon the propriety of applicant’s plan for allocating storage costs. 

It appears to be reasonable, in the circumstances of this case, that the cost 
formula for the applicant should include a rate of return which is no higher 
than the cost of securing the capital necessary to construct applicant’s project. 
This cannot be determined until after applicant has entered upon a definite 
plan of financing. Accordingly, our order will provide that applicant shall 
file a gas tariff, satisfactory to the Commission, prior to the commencement of 
deliveries of gas for storage. 


Although Storage Co.’s plan of financing has been filed with and approved by 
the Commission, the return of 644 percent provided in the proposed gas tariff 
(exhibit A) and failure to give effect to the collection in advance of payment 
of Federal income taxes in Storage Co.’s computation of working capital may 
not be reasonable. 

In granting Storage Co.’s application for modification of the Commission’s 
opinion No. 236 and accompanying order issued herein on September 11, 1952, 
it is to be clearly understood that Storage Co. is not thereby relieved from filing 
a tariff satisfactory to the Commission 60 days prior to the commencement of 
deliveries of gas for storage by Natural and Texas Illinois, notwithstanding the 
fact that Storage Co.’s plan of financing has been approved. The gas tariff at- 
tached to Storage Co.’s application for modification represents some modification 
of the proposed gas tariff heretofore submitted by Storage Co., and referred to in 
opinion No. 236 and accompanying order, but consideration of the request for 
modification at this time does not permit full consideration of the provisions of 
the gas tariff. Accordingly. our order herein will not affect the condition 
attached to the certificate of public convenience and necessity issued herein on 
September 11, 1952, as set forth in paragraph (D) of said order. At the time 
of the filing of Storage Co.’s gas tariff all relevant provisions, including the 
matters of return and working capital, must meet the requirements specified 
in paragraph (D) of the order herein as issued on September 11, 1952. 
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The Commission finds: 

It is appropriate in carrying out the provisions of the Natural Gas Act, and 
in the public interest, that the order issued herein on September 11, 1952 
accompanying opinion No. 236, granting a certificate of public convenience and 
necessity to Natural Gas Storage Co. of Illinois, be modified as hereinafter 
ordered. 

The Commission orders: 

(A) The certificate of public convenience and necessity, issued September 11, 
1952 herein. be and the same is hereby modified only so as to authorize Natural 
Gas Storage Co. of Illinois to operate the facilities heretofore authorized for 
the underground storage of natural gas for the utility customers of Natural Gas 
Pipeline Co. of America and Texas Illinois Natural Gas Pipeline Co., and to 
authorize the ownership of the top storage gas so stored by such utility customers 
aS may purchase natural gas from either of such pipe-line companies for storage, 
and who enter into a Service Agreement with Natural Gas Storage Co. of 
Illinois for such service. 

(B) Natural Gas Storage Co. of Illinois shall file the executed service agree- 
ments with the customer utilities 60 days prior to the commencement of deliv- 
eries of gas for storage by Natural Gas Pipeline Co. of America and Texas Illinois 
Natural Gas Pipeline Co. for the account of said customer utilities. 

(C) Said order, issued September 11, 1952, shall in all other respects remain 
in full force and effect, and the foregoing modification thereof shall not be 
construed as an approval by the Commission of any acts or omissions by Natural 
Gas Storage Co. of Illinois. 

(D) This order is without prejudice to any further findings or orders which 
may be made by the Commission in these or any other proceedings now pending 
or which may hereafter be instituted. 


Findings and order issuing certificate of public convenience and necessity 
Cities Service Gas Co. 
Docket No. G-1974 
January 14, 1953 


On June 11, 1952, Cities Service Gas Co. (applicant), a Delaware corporation 
having its principal place of business at Oklahoma City, Okla., filed an applica- 
tion, and supplements thereto, on October 20 and November 17, 1952, for a 
certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act, authorizing the construction and operation of approximately 
12.1 miles of 8-inch pipe line connecting the Forbes Air Force Base near Topeka, 
Kans., with a point on applicant’s Haskell-Topeka 16-inch pipe line in Shawnee 
County, Kans. 

Pursuant to due notice, as public hearing was held in Washington, D. C., 
on January 7, 1953, respecting the matters involved and the issues presented 
by the application as supplemented. No protests to the application have been 
received. 


The proposed facilities will transport natural gas to be used for cooking, 
space-heating, and water-heating on the Forbes Air Force Base. The require- 
ments estimated to be delivered are 8,500 M. c. f. on a peak day and 851,323 
M. c. f. annually of which 1,800 M. ec. f. of the peak day volume and 153,830 
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M. ec. f. of the annual volume is to be on a firm basis. The rate applicant pro- 
poses to charge for the gas is considerably higher than that at which applicant 
sells gas for resale. None of the gas, however, is proposed to be sold for 
resale, and the rate therefore is not subject to the Commission’s jurisdiction. 

The estimated cost of the facilities is $168,990. The facilities will be owned 
and operated by applicant; however, their entire cost will be paid for by the 
Air Force under an agreement by which applicant will refund the net salvage 
value of the facilities if the contract is terminated within 10 years. 

The Commission finds : 

(1) Applicant, a Delaware corporation, having its principal place of business 
in Oklahoma City, Okla., owns and operates, among other facilities, a natural- 
gas transmission pipeline system located in the States of Oklahoma, Texas, 
Kansas, Missouri, and Nebraska, and by such operation applicant is engaged in 
the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commission, 
and is, therefore, a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order entered on Decem- 
ber 28, 1943, docket No. G—298, 4 F. P. C. 471. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of applicant’s existing pipe- 
line system, and the construction and operation thereof by applicant are subject 
to the requirements of subsections (c) and (e) of section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued to Cities Service Gas Co. authorizing it to construct and operate 
the facilities described above, as more fully described in the application and 
supplements thereto, upon the terms and conditions of this order. 

(B) The following condition be and the same hereby is attached to the 
issuance of the certificate issued in paragraph (A) hereof: 


The certificate issued hereby shall be void and without force or effect unless 
it shall be accepted by applicant in writing within 30 days of the date of issuance 
of this order: Provided, however, That such acceptance may be filed within 30 
days from the date on which any application for rehearing filed herein may be 
deemed to have been denied, or within 30 days after final disposition of the 
judicial review of any petition for review that may be filed herein. 

(C) The following conditions be and the same hereby are attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be commenced by February 7, 
1953 and be completed and actual operations thereunder shall be commenced 
by applicant by April 7, 1953. 
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(2) Applicant shall file with the Commission in writing and under oath, an 
original and 4 conformed copies of the following: 

(i) Within 10 days after the bona fide beginning of the construction, notice 
of date of such beginning; 

(ii) Within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of 
the date of such placement and commencement ; 

(iii) Within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement show- 
ing the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, con- 
tingencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimates of 
cost relied upon by Applicant in the proceeding in which the certificate is issued. 

(3) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations authorized by this order issuing 
such certificate and in accordance with the provisions of the Natural Gas Act, 
as well as any applicable rules, regulations, or orders of the Commission. 


Order amending order issuing certificate of public convenience and necessity 
Texas Eastern Transmission Corp. 
Docket No. G-155 
January 16, 1953 


On December 16, 1952, Texas Eastern Transmission Corp. (Texas Eastern) 
filed an application to amend the Commission’s order issued March 15, 1951, in 
docket No. G—1550, so as to authorize it to return exchange gas to Arkansas 
Louisiana Gas Co. (Arkansas Louisiana) at two additional redelivery points in 
Texas and Louisiana, namely, in the Waskom Field in Harrison County, Tex., 
at the gasoline plant of the Arkansas Fuel Oil Co., and in the Lisbon Field in 
Claiborne Parish, La., at the gasoline plant of the Claiborne Gasoline Co. No 
new facilities are proposed. 

The Commission, by order issued March 15, 1951, in docket No. G—1550, 
authorized Texas Eastern to construct and operate certain natural-gas trans- 
mission pipeline facilities to effectuate an exchange of gas between Arkansas 
Louisiana and Texas Eastern. The arrangement for exchange of gas au- 
thorized by the Commission contemplated that Texas Eastern would return such 
gas as it received from Arkansas Louisiana, when available, in the Lisbon 
Field in Louisiana, such return to be made through existing connections at a 
gasoline plant of the Hunt Oil Co., in the Lisbon Field where both Arkansas 
Louisiana and Texas Eastern purchase gas from the same supplier. 

The Commission finds: 

It is appropriate to carry out the provisions of the Natural Gas Act that the 
order issued March 15, 1951, in docket No. G—1550 granting a certificate of 
public convenience and necessity be amended as hereinafter ordered. 


1The Commission, by order issued March 15, 1951, in docket No. G-—1549, authorized 
Arkansas Louisiana to construct and operate certain natural-gas facilities to be located at 
a point in Harrison County, Tex., for the delivery of gas to Texas Eastern as part of the 
exchange arrangement contemplated in docket Nos. G-1549 and G-1550. 
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The Commission orders: 

The Commission’s order issued March 15, 1951, be and the same is hereby 
amended so as to authorize Texas Eastern Transmission Corp. to return ex- 
change gas to Arkansas Louisiana Gas Co. at two new redelivery points in 
addition to the authorized redelivery point in the Lisbon Field in Louisiana, 
such two new redelivery points being respectively located in the Waskom Field 
in Harrison County, Tex., and in the Lisbon Field in Claiborne Parish, La., all 
as more fully described in the petition to amend in this proceeding. 


Order approving and directing disposition of amounts classified in account 107, 
gas plant adjustments 


Washington Gas Light Co. 
January 16, 1953 


Washington Gas Light Co., Washington, D. C., on December 31, 1941, filed 
reclassification and original cost studies of its gas plant, as of January 1, 1940, 
in compliance with the requirements of gas plant accounts instruction 2—D of the 
uniform system of accounts prescribed for natural gas companies and the Commis- 
sion’s order No. 73 with respect thereto; in the filed studies the amount of 
$6,982,133.86 was classified in account 107, gas plant adjustments. Upon appli- 
eation of the company for a partial disposition of the amount classified in account 
107 the Commission, prior to any field examination of the filed original cost 
studies, entered an order January 12, 1945, 4 F. P. C. 8357, authorizing and ap- 
proving the charge of $5,926,584.34 of the amount classified in account 107 to 
account 270, capital surplus, with the reservation to make any examination or 
analysis of the filed studies the Commission may deem necessary and to require 
the company to make such other accounting adjustments as may be deemed 
appropriate. 

Subsequent to the order of January 12, 1945 a field examination of the filed 
original cost studies was made by the staff of the Commission. At the con- 
clusion of such field examination there were conferences between representatives 
of the company and the staff of the Commission in which a member of the staff 
of the Public Utilities Commission of the District of Columbia participated. At 
the final conference between members of the staff and company representatives 
on September 23, 1952, tentative agreement was reached, subject to Commission 
approval, with respect to the matter of the adjustment of the gas plant accounts 
as proposed by the staff. In accordance therewith the company on December 
23, 1952, filed certain revised original cost statements which reflect the adjust- 
ment of gas plant accounts as proposed by the staff and a plan for the disposition 
of the remaining amount of $1,880,749.61, as of December 31, 1950, classified in 
account 107, gas plant adjustments. 

As a result of the field examination, the staff increased the amount of plant 
adjustments classified in account 107 at January 1, 1940 from $6,982,133.86 to 
$7,890,374.51. The items of plant adjustments classified in account 107 comprised 
appraisal write-ups, unrecorded retirements and other miscellaneous adjustments. 

The Commission by order entered January 12, 1945, referred to above, in which 
the Public Utilities Commission of the District of Columbia concurred, authorized 
and approved partial disposition of the amounts classified in account 107 by the 
charge of $5,926,584.34 thereof to account 270, capital surplus, thereby reducing 
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the above-mentioned amount of $7,890,374.51 to $1,963,790.17. The latter amount 
has been further reduced by retirements from January 1, 1940 to December 31, 
1950, to the extent of $83,040.56 leaving a balance of $1,880,749.61 which the com- 
pany has proposed be disposed of by charges to the accounts and in the amounts 
as follows: 


Account 250, reserve for depreciation of gas plant_____----__ * $450, 000. 00 
Account 258, reserve for gas plant adjustments____..__.--__ 7142, 395. 38 
pe eS ee * 234, 812. 58 
PE Tie ig: CUTIE I ia esi inset tah atta 1, 053, 541. 65 


1, 880, 749. 61 


1 Estimated amount applicable to adjustments provided for through prior years’ depreci- 
ation accruals charged to income. Information available as to such accruals during the 
years 1940 to 1948 shows that the accruals exceeded the amounts allowed for rate-making 


purposes by the Public Utilities Commission of the District of Columbia by at least the 
amount of $450,000.00. 


2This reserve, created during 1945 through application of proceeds from the sale of 
physical property, is applicable to certain amounts included in the adjustments. 

3 Surplus, created in 1912 through revaluation of plant, which is applicable to a portion 
of the adjustments. 

By letter dated January 13, 1953, the Public Utilities Commission of the District 
of Columbia indicated concurrence in the plan of disposition set forth above. 

The Commission finds: 

The disposition proposed by the company of the balance remaining in account 
107, as of December 31, 1950, in the amount of $1,880,749.61 by charges to the 
accounts in the manner and to the extent set forth above is reasonable and ap- 
propriate for the purposes of the Natural Gas Act. 

The Commission orders: 

(A) The disposition by Washington Gas Light Co. of the balance remaining 
in account 107, gas plant adjustments, as of December 31, 1950, in the amount 
of $1,880,749.61 by charges of $450,000.00 to account 250, reserve for depreciation 
of gas plant; $142,395.38 to account 258, reserve for gas plant adjustments; 
$234,812.58 to account 270, capital surplus and $1,053,541.65 to account 271, earned 
surplus, is hereby directed and approved. 

(B) Washington Gas Light Co. submit within 30 days from the date of this 
order certified copies of the entries giving effect to the disposition of the amount 
of $1,880,749.61 classified in account 107 as herein approved and directed. 


Order denying application for rehearing on order dismissing motion to amend 
certificates of public convenience and necessity 


Tennessee Gas Transmission Co. 
Tennessee Gas Transmission Co. and United Natural Gas Co. 


Docket Nos. G—1573 and G—1614 


January 19, 1953 


By order issued October 31, 1952, the Commission directed that hearings be 
held commencing November 24, 1952 (later by notice changed to November 25), 
in the reopened and consolidated proceedings upon the applications of North- 
eastern Gas Transmission Co., and others, at docket Nos. G-1568, et al. Such 
action followed the receipt by the Commission on October 23, 1952, of the man- 
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dates of the United States Court of Appeals for the Third Circuit issued in the 
case of Northeastern Gas Transmission Co., et al. v. Federal Power Commission, 
195 F’. 2d 872, setting aside certain orders and a part of another order previously 
issued by the Commission at docket Nos. G-1012, G-1319 and G—1568. Hearings 
in the reopened and consolidated proceedings commenced on November 25, 
1952. 

On November 25, 1952, Tennessee Gas Transmission Co. (Tennessee) filed a 
motion to amend the order issued here on June 19, 1952, to authorize the sale 
and delivery to Northeastern Gas Transmission Co. (Northeastern), its wholly- 
owned subsidiary, of an additional volume of 184,000 M. c. f. of natural gas per 
day so that the sales and deliveries to Northeastern may be increased from 
the present authorization totalling 220,000 M. c. f. per day to a maximum of 
404,000 M. c. f. per day. 

By order issued herein on December 11, 1952, after finding that said motion to 
amend “is not an appropriate ‘application’ within the contemplation of the order 
issued June 19, 1952, for authority for the disposition of the gas estimated to 
be ultimately available to Tennessee from the Hebron Storage Field,” the Com- 
mission dismissed the motion to amend, “without prejudice to the filing of an 
appropriate application by Tennessee pursuant to section 7 of the Natural Gas 
Act and the Commission’s rules and regulations.” 

On December 16, 1952, Tennessee tendered for filing an application at docket 
No. G-2103 for a certificate of public convenience and necessity, pursuant to 
section 7 of the Natural Gas Act, authorizing the sale and delivery to North- 
eastern of an additional volume of 213,000 M. c. f. of natural gas per day so that 
sales and deliveries to Northeastern may be increased from the present authori- 
zations totaling 220,000 M. c. f. per day to a maximum of 433,000 M. c. f. per day. 
On December 19, 1952, Tennessee filed certain exhibits to be made a part of the 
application. 

By letter of December 31, 1952, the Secretary of the Commission, pursuant to 
the provisions of section 157.8 of the Commission’s general rules and regulations, 
as amended by order issued August 11, 1952, and section 1.14 of the Commis- 
sion’s rules of practice and procedure (18 C. F. R. 157.8 and 1.14, respectively), 
rejected said application as not acceptable for filing because of a general failure 
to comply with the applicable general rules and regulations. 

On January 8, 1953, Tennessee filed an appeal from the action of the Secretary 
in rejecting the application tendered December 16, 1952. at docket No. G-—2103. 
This appeal has been denied by an order issued this date at docket No. G—2103. 

Tennessee also filed on January 8, 1953, an application for rehearing of the 
previously mentioned order issued herein on December 11, 1952, dismissing the 
motion to amend. In this application for rehearing it is stated, among other 
things, that: 

The Commission erred in finding in its order of December 10, 1952, that 
Tennessee’s motion of November 25, 1952 to amend the aforesaid order 
of June 19, 1952 is not an appropriate application within the contemplation 
of such order of June 19. 1952, for the order of December 11, 1952 was 
entered without affording Tennessee un opportunity to respond to the 
answers to its motion requesting that it be denied. 

It is further stated that: 

The Commission erred in dismissing Tennessee’s motion herein, for such 
motion was entirely consistent with established practice before the Com- 
mission. Moreover, the Commission’s rules and regulations prescribe no 
particular form of pleading or application to obtain the relief sought herein. 
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Furthermore, Tennessee states that: 

The Commission erred in dismissing Tennessee’s motion herein upon 
the aforesaid finding in that such finding was entered without a hearing 
having been afforded to Tennessee and such finding is, therefore, unsupported 
by any evidence and is without any rational basis. 

The foregoing and other statements in the application of Tennessee for re- 
hearing fail to recognize the facts of record in the proceedings herein upon the 
applications at docket Nos. G-1573 and G-1614 and the orders of the Commission 
previously issued herein. 

On December 27, 1950, January 2, 1951, and January 8, 1951, respectively, 
Tennessee filed applications at Docket Nos. G—1573, G—-1577 and G—1582 for cer- 
tificates authorizing the construction and operation of certain natural-gas 
transmission facilities and the sale and delivery of natural gas to certain speci- 
fied customers. The application at docket No. G—-1573 contemplated the change 
in the delivery point from Tennessee’s eastern rate zone to its northern rate 
zone of 25,000 M. ec. f. of gas per day then being transported for The Manu- 
facturers Light and Heat Co. The application at Docket No. G-1577 contem- 
plated the sale and delivery of an additional 15,000 M. c. f. of gas per day each 
to Iroquois Gas Corp., United Natural Gas Co., and Equitable Gas Co. 
The application at Docket No. G-—1582 sought authorization, among other 
things, “(1) to make available on peak days an additional 194,000 M. c¢. f. of 
natural gas per day to Northeastern Gas Transmission Co., to enable that com- 
pany to serve additional customers in the New England market in accordance 
with its proposal in docket No. G-1568 and (2) to provide 46,000 M. c¢. f. of 
natural gas per day to be used initially for the purpose of building up applicant's 
storage position and thereafter to be made available for sale in accordance with 
applicant’s commitments.” 

On February 5, 1951, Tennessee filed amendments to its applications at docket 
Nos. G-1573, G-1577, and G-1582 by which it sought “to amend all of the afore- 
mentioned applications and to consolidate them.” Thereafter, by order issued 
April 4, 1951, the Commission ordered, among other things, that: 

(A) Docket Nos. G-1577 and G—1582 together with all matters of record 

therein are hereby transferred to docket No. G—-1573. 

(B) Docket Nos. G-1577 and G—1582 are discontinued as separate dockets. 
Consolidated hearings upon the application at Docket No. G-1573 and the joint 
application of Tennessee and United Natural Gas Co. (United Natural) at docket 
No. G-1614 were held pursuant to the order issued April 4, 1951, and on June 1, 
1951, the Commission issued its order which, among other things, issued a certiti- 
cate to Tennessee authorizing the construction and operation of a portion of the 
facilities applied for at docket No. G-1573 and denied authorization for the 
construction by Tennessee of a pipeline extending from its Hebron compressor 
station to its Utica compressor station and certain other facilities proposed in 
the application at docket No. G—1573. 

The order issued June 1, 1951, states, among other things, that: 

It appears from the record that Tennessee refused to make additiv1a! 
volumes of gas available to certain of its customers, taking the position that 
those companies should look to their other sources of supply to meet their 
future requirements. It also appears from the amended applications an: 
from testimony of record that Tennessee intends to maintain that position 
with respect to disposition of the gas which will be available after activation 
of the Hebron Storage Field. It therefore should be made clear at this time 
that further disposition of gas to be made available through facilities herein 
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authorized will be made by the Commission upon full consideration of the 
relative needs of all of Tennessee’s present and prospective customers. 


a © * . * 


Tennessee has not proposed any sale or delivery of the gas to be made 
available through operation of the Hebron Storage Field, or of the volume 
of 40,000 M. c. f. per day to be available on a firm basis from additional 
system capacity after the storage project is activated, but has stated on the 
record that disposition of such gas will be made the subject of a further 
proceeding to be instituted by Tennessee before the Commission. Tennessee 
therefore specifically requests that disposition of such volumes not be made 
at this time, but should be reserved for future determination. 

Accordingly, the certificate issued to Tennessee by the aforementioned order 
issued June 1, 1951, was granted “subject to the following terms and conditions,” 
among others: 

(A) (ii) Tennessee shall prior to July 1, 1953, file with the Commission 
an application pursuant to section 7 (c) of the Natural Gas Act requesting 
authorization for the sale and delivery of such additional volumes of natural 
gas as may be available through operation of the Hebron Storage Field and 
the facilities herein authorized. 

By order issued July 5, 1951, at said Docket Nos. G-1573 and G-1614, the 
Commission granted the separate applications filed by Tennessee and United 
Natural for rehearing and modification of the order issued June 1, 1951. After 
rehearing held in said proceedings, the Commission, by order issued August 27, 
1951, modified in part the order issued June 1, 1951. By letter dated September 
25, 1951, Tennessee notified the Commission of its refusal to accept the certificate 
granted by the order issued June 1, 1951, and modified by the order issued 
August 27, 1951. 

On January 17, 1952, Tennessee filed a petition to reopen the consolidated 
proceedings at docket Nos. G—-1573 and G—1614 for the purpose, among others, of 
presenting new and additional evidence at docket No. G-1573 and amending the 
original application therein. On February 4, 1952, United Natural filed a separate 
petition to reopen the proceedings at docket No. G-1614. 

By order issued March 5, 1952, the Commission reopened the proceedings at 
docket Nos. G-1573 and G—1614, and ordered that the reopened proceedings be 
consolidated for the purpose of hearing with proceedings upon certain applica- 
tions of other parties. Thereafter, pursuant to this order, hearings were held on 
April 1, 2, and 3, 1952, respecting the matters involved and the issues presented 
by the amended application at docket No. G—1573, and the several other applica- 
tions. 

The Commission, on June 19, 1952, issued its order granting certificates to 
Tennessee and to Tennessee and United Natural substantially as applied for in 
the amended application at docket No. G-1573 and the application at docket 
No. G-1614, respectively. The certificates so issued were accepted by the 
applicants (11 F. P. C. 1050). 

The order issued June 19, 1952, states, among other things, that: 

With respect to the disposition of the gas from the Hebron Storage Field, 
testimony shows that such gas is intended to be made available to all of the 
customers on Tennessee’s system when the storage program is in operation. 
It is Tennessee’s position in these reopened proceedings, that since, it will 
not be able to deliver gas from the Hebron Storage Field until sometime 
during 1954, or no later than January 1, 1955 it could not state to whom the 
gas should be sold. It is Tennessee’s intention to file with the Commission, 








ORDERS 805 


approximately 6 months before the top storage gas is available for sale, an 
application seeking authority for the disposition of this gas. The record 
indicates that the volume of top storage gas which will be available for sale 
and delivery from the Hebron storage facilities will amount to 20,000,000 
M. ¢c. f. annually. 

From the foregoing, it is evident that the orders issued at docket Nos. G—1573 
and G-1614 contemplated that Tennessee would file an appropriate application 
for a certificate pursuant to section 7 (c) of the Natural Gas Act authorizing the 
disposition of gas to be available to it from the Hebron Storage Field. It is also 
patent that Tennessee contemplated a further proceeding to this end at the time 
of the various proceedings upon the applications at docket Nos. G—1573 and 
G-1614. 

We note the contention of Tennessee that, contrary to the finding in the order 
issued herein on December 11, 1952, “that the motion was not an ‘appropriate 
application,’ no application, in a literal sense, was required to be filed” since 
it is clear from the language of section 7(c) of the Natural Gas Act “that a 
certificate must be obtained only for the ‘construction or extension’ of facilities.” 
But section 7(c) also requires that no natural-gas company “shall engage in the 
transportation or sale of natural gas, subject to the jurisdiction of the Com- 
mission,” without a certificate issued by the Commission. In view of the plain 
language of section 7(c), of the statements previously made herein, and of the 
further recitals and findings made hereinafter, it is unnecessary that we detail 
the fallacy of this contention. It is sufficient that we point out that outstand- 
ing certificates issued to Tennessee specifically limit the volumes of natural gas 
which it may sell and deliver to Northeastern, and that additional authorization 
is necessary to enable it to sell and deliver additional volumes of gas to that 
customer. Such further authorizations may be granted only pursuant to the 
authority of section 7(c) of the Act. 

Subsequent to the filing of the application for rehearing on the order issued 
herein on December 11, 1952. Tennessee, on January 12, 1953, filed at docket No. 
G-2108 an application for a certificate granting “authorization to increase the 
maximum of 220,000 M c. f. (of gas) per day established in the Commission’s 
order of June 19, 1952 in docket No. G—1573 to 433,000 M ec. f. per day the 
maximum authorized daily deliveries of natural gas to Northeastern.” This 
is essentially the same authorization as was requested in the previously men- 
tioned application tendered at docket No. G—2103, which was rejected.” The 
application filed January 12, 1953, at docket No. G-2108 conforms to the require- 
ments of the Commission’s general rules and regulations, as amended, and has 
been accepted for filing. Accordingly, Tennessee, in due and proper course, will 
be accorded a full hearing with respect to the matters involved and the issues 
raised in such application at docket No. G—2108. 

The Commission finds: 

(1) Good cause has not been shown for granting Tennessee’s request that a 
hearing be held respecting its request, as set forth in the motion to amend, for 
authorization to sell and deliver increased volumes of gas to Northeastern, since, 
as stated previously herein, Tennessee, in due and proper course, will be ac- 
corded a full hearing with respect to the matters involved in its application at 
docket No. G—2108 wherein it proposes to sell and deliver even greater volumes 
of gas to Northeastern. 


1 As noted at the outset hereof, the motion to amend filed herein on November 25, 1952, 
sought authorization for the sale and delivery to Northeastern of a maximum of 404,000 
M c. f. of gas per day. 
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(2) Acceptance of the motion to amend as filed on November 25, 1952, as an 
appropriate application within contemplation of the order issued herein on 
June 19, 1952, would result in an undue and unnecessary duplication of ap- 
plications, since, as stated above, Tennessee by its application at docket No. 
G-2108, which has been accepted for filing, seeks a certificate authorizing the 
sale and delivery to Northeastern of greater volumes of gas than contemplated 
by said motion to amend. 

(3) The filing by Tennessee of the aforementioned application at docket No. 
G-2108 and the acceptance thereof for filing as in compliance with the require- 
ments of the general rules and regulations, as amended by the order issued 
August 11, 1952, renders moot the questions raised and the issues presented by 
the application filed by Tennessee for rehearing on the order issued herein on 
December 11, 1952. 

(4) The application of Tennessee as filed on January 8, 1953, for rehearing 
of the order issued herein on December 11, 1952, should be denied. 

The Commission orders: 

The said application of Tennessee as filed on January 8, 1953, for rehearing 
of the order issued herein on December 11, 1952, dismissing its motion to amend 
order issuing certificates of public convenience and necessity be and it is hereby 
denied. 

Chairman Buchanan concurring in the result only. 


Order dismissing application for license (transmission line) 
Central Electric Power Coop. 
Project No. 2119 
January 21, 1953 


Application was filed October 13, 1952, by Central Electric Power Coop., of 
Jefferson City, Mo., for a license for proposed transmission-line project No. 2119, 
crossing lands of the United States in Callaway and Boone Counties, Mo., 
under the supervision of the Soil Conservation Service, Department of 
Agriculture. 

By letter dated November 12, 1952, the Commission advised the applicant that 
a study would be necessary to determine whether or not the line is a primary 
line as defined in section 3 (11) of the Federal Power Act and subject to the 
Commission's licensing authority and that the Commission would interpose no 
objection to its undertaking at its own risk construction of the line in con- 
formity with the requirements of the Soil Conservation Service. 

Upon examination of the source of energy transmitted over and the function 
served by the line, the Commission finds: 

The line is not part of a project within the meaning of section 3 (11) of the 
Federal Power Act and, therefore, is not within the licensing authority of the 
Commission. Consequently, the application for license should be dismissed. 

The Commission orders: 

The application for license for transmission-line project No. 2119 is hereby 
dismissed. 
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Order terminating license (minor) 
Elias Bushati 
Project No. 1997 
January 21, 1953 


On July 7, 1949, the Commission issued a license to Elias Bushati, of Leevin- 
ing, Calif., for a period of 5 years for proposed minor project No. 1997 to be 
located on an unnamed tributary of Rush Creek in Mono County, Calif., and 
affecting lands of the United States within the Inyo National Forest. 

The license for the project specified that construction of the project was to 
begin within six months from the date of issuance of the license and be com- 
pleted within 18 months, and the Commission by order entered July 31, 1951, 
extended the time for commencement and completion of construction of the 
project to January 7, 1952, and January 7, 1953, respectively. 

The Forest Service by letter dated October 23, 1952, informed the Commission 
that nothing has been done toward construction of the project and that at the 
request of the licensee for the project the California State Engineer revoked his 
water right permit without prejudice. Upon the basis of the foregoing, the 
Forest Service recommended that the license for the project be cancelled. 

By letter dated December 2, 1952, the Commission notified the licensee that 
pursuant to section 13 of the Federal Power Act, it proposed to terminate the 
license for the project 30 days from the date of the letter unless good cause was 
shown to the contrary by the licensee. According to the Commission’s records, 
no response has been received to the said letter. 

The Commission finds: 

Termination of the license for project No. 1997 is appropriate as hereinafter 
provided. 

The Commission orders: 

The license for minor project No. 1997 is hereby terminated, effective as of 
January 2, 1953. 


Order approving exhibit 
Connecticut River Power Co. 
Project No. 2077 
January 23, 1953 


Connecticut River Power Co., licensee for Fifteen Mile Falls Project No. 2077, 
filed with the Commission, on July 25, 1952, for approval in accordance with 
the provisions of article 20 of the license, exhibits including maps and detailed 
description of the project area and boundary of the McIndoes and Comerford 
Developments of the project. 

Project No. 2077 is composed of the constructed McIndoes and Comerford 
Developments and the proposed Littleton development. The exhibits, filed on 
July 25, 1952, pertain only to the constructed developments. 

The Commission finds: 

Exhibit F, Detailed Statement of Project Lands for McIndoes and Comerford 
Developments; Exhibit K-1, State.aent re Detail Maps-Project Area; Exhibit 
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K (1)-2 (F. P. C. No. 2077-23) ; Exhibit K (1)-3, Index and Sheets 1, 2 and 3 
(F. P. C. Nos. 2077-22, -24, -25, and -26) ; Exhibit K (1)-4, Sheet 1A (F. P. C. 
No. 2077-27), superseding Exhibit K (1)-4, Sheet 1 (F. P. C. No. 2077-5), now 
a part of the license; Exhibit K (2)-2 (F. P. C. No. 2077-29); and Exhibit 
K (2)-8, Index and Sheets 1 through 5 (F. P. C. Nos. 2077-28, -30 through -34). 

Evrhibit K (1)—4, Sheet 1 (F. P. C. No. 2077-5) should be excluded from the 
license. 

The Commission orders: 

(A) The following described exhibits are approved as part of the license for 
the respective developments of Project No. 2077: 

McIndoes Development 

Exhibit K (1)-2: (F. P. C. No. 2077-23, entitled “Plant Area”, signed Connecti- 
cut River Power Co. by Thomas J. Rouner, Vice-President, and dated August 1, 
1952. 

Evhibit K (1)-3: Index and Sheets 1, 2, and 3 (F. P. C. Nos. 2077-22, -24, -25, 
and —26) entitled “Project Map”, signed Connecticut River Power Co. by Thomas 
J. Rouner, Vice President, and dated August 1, 1952. 

Exhibit K (1)-4: Sheet 1A (F. P. C. No. 2077-27) entitled “Project Boundary 
Map. McIndoes-Comerford Transmission Line’, signed Connecticut River Power 
Co. by Thomas J. Rouner, Vice-President, and dated August 1, 1952. 

Comerford Development 

Evrhibit K (2)-2: (F. P. C. No. 2077-29) entitled “Plant Area”, signed Connecti- 
cut River Power Company by Thomas J. Rouner, Vice-President, and dated 
August 1, 1952. 

Exhibit K (2)-3: Index and Sheets 1 through 5 (F. P. C. Nos. 2077-28, -30 
through -34) entitled “Project Map”, signed Connecticut River Power Company 
by Thomas J. Rouner, Vice-President, and dated August 1, 1952. 

(B) Exhibit K (1)-4, Sheet 1 (F. P. C. No. 2077-5) is excluded from the 
license for Project No. 2077. 

Commissioner Wimberly not participating. 


Order approving installation of additional generating unit, further amending 
license (major), dismissing, in part, incomplete applications for amendment of 
license, and dismissing order to show cause 


Crisp County, Ga. 
Project No. 659 
January 23, 1953 


Application was filed May 12, 1952, by Crisp County, Ga., licensee for major 
project No. 659, located on Flint River, navigable waters of the United States, 
near Warwick in Crisp, Lee, Sumter, and Worth Counties, Ga., for amendment 
of the license for the project as hereinafter specified. 

The application seeks amendment of the license to: 

(a) Authorize the operation of the project reservoir at elevation 531 (project 
datum) in lieu of elevation 517, as now provided in the license, necessitating— 

(i) The construction of an emergency spillway to be located beyond the end 
of the west embankment: 

(ii) Certain structural changes consisting of raising the concrete retaining 
walls and a portion of the earth dams; and 
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(iii) Reconstruction of the tainter gates by increasing their size from 12 x 25 
feet to 16 x 25 feet ; 

(b) Authorize reconstruction and relocation of the switchyard and substation 
from the powerhouse to the east embankment adjacent to the powerhouse ; 

(c) Approve the installation of the third generating unit with a capacity 
of 6,800 horsepower and appurtenant electrical facilities ; 

(d) Approve certain exhibits showing changes in the project, and to extend 
the time for the filing of exhibits J and K to July 1, 1953; and 

(e) Amend article 17 of the license so that zero flow may be released for 
navigation interests instead of 800 second-feet, until such time as the provisions 
of Article 14 become effective ; and 
The applicant also requests dismissal of all pending applications for amend- 
ment of the license for the project on file with the Commission, since all pending 
matters are incorporated in the May 12, 1952 application. 

Applicant states that the changes are necessary and desirable for the follow- 
ing reasons: 

(a) The raising of the maximum operating elevation of the project reservoir 
is very necessary in order to utilize the full power head created by the Crisp 
County dam and to make the fullest utilization of the discharge of Flint River 
at the dam and to provide an adequate supply for the rapidly expanding system 
load : 

(b) The changes in article 17 of the license are necessary to conserve the 
water resources of Flint River; 

(ec) The relocation and rehabilitation of the Warwick plant substation and 
switchyard are necessary as safety measures; 

(d) The construction of the concrete retaining and abutment walls and paving 
of the switchyard, together with the raising of the east and west embankments 
to elevation 542.0, are necessary to provide adequate protection to the fills in 
ease of extremely high water which will overtop the entire dam and to provide 
protection to the switchyard, as well as give a better physical appearance to the 
project works ; 

(e) The construction of the emergency bypass channel is necessary *o provide 
an additional factor of safety to the project works during extremely high water 
conditions, based on probable 1,000-year flood; 

(f) The reconstruction of the spillway tainter gates is necessary to conserve 
the water in the reservoir and to develop more adequately the hydroelectric 
potential of the existing project; 

(g) Since no formal Commission action has been taken on the application 
for amendment of the license filed on March 16, 1940, to construct and operate 
the third generating unit at the project, it is desired that the Commission ap- 
prove the installation as constructed, including all changes in the switching 
connections and apparatus made as a result of the rehabilitation of the switch- 
yard; and 

(h) Certain revised exhibits showing the changes made since the initial 
construction of the project works and including changes proposed in the May 
12, 1952 application are submitted for approval. 

The installation of the third generating unit has increased the authorized 
installed capacity of the project from 9,600 horsepower to 16,400 horsepower. 

The Chief of Engineers, Department of the Army, has approved the plans 
showing changes in the project insofar as the interests of navigation are 
concerned. 

An Assistant Secretary of the interior, acting for the Secretary of the In- 
terior, has reported on the application. 
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The Public Service Commission and the Game and Fish Commission of the 
State of Georgia were notified of the filing of the application. 

The Southwest Georgia Sportsmen’s Club, of Albany, Ga., has recommended 
that a minimum flow of at least 250 cubic feet per second be maintained at the 
project dam at all times. 

The Commission by order entered November 10, 1944, denied the applications 
filed April 6, 1939, and August 23, 1943, by the licensee for amendment of the 
license for the project to authorize operation of the project reservoir above 
elevation 517 and by paragraph (B) thereof directed the licensee to show cause 
on or before December 1, 1944, why it should not cease raising the reservoir of 
the project above elevation 517 feet and why it should not otherwise strictly 
comply with the terms of the license. The time for compliance with the order 
was extended to February 15, 1945, by order entered January 5, 1945. An 
answer to the show cause order was filed February 16, 1945. The Commission 
has taken no further action in the matter. 

The Commission finds: 

(1) In view of later developments, it is appropriate and desirable to dismiss 
that part of the finding pertaining to an order to show cause and paragraph 
(B) of the Commission’s order entered November 10, 1944, as modified January 
5, 1945, directing the licensee to show cause why it should not be required to 
cease raising the reservoir above elevation 517 feet and why it should not other- 
wise strictly comply with the terms of the license. 

(2) The pending incomplete June 9, 1939 and March 16, 1940 applications for 
amendment of the license for the project have been superseded in part by the 
May 12, 1952 application and should be dismissed except for exhibit L (F. P. C. 
No. 659-69), which has been revised, and exhibit L (F. P. C. No. 659-70), both 
of which exhibits were filed as part of the March 16, 1940 application and 
conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project. 

(3) The installation and continued operation of the third generating unit of 
6,800-horsepower capacity with appurtenant equipment which was installed in 
1940 and placed in operation on January 6, 1941, is desirable in the public 
interest to supply adequately the reasonable market demands for power. 

(4) The license, further amended as hereinafter provided, will not alter any 
of the basic facts upon which the license was issued. 

(5) Public notice has been given as required by the Federal Power Act. 

(6) Exhibit L (F. P. C. Nos. 659-69 and 659-70), filed as part of the March 
16, 1940 application for amendment of the license for the project, and exhibit L 
(F. P. C. Nos. 659-72, 659-73, 659-74, 659-75, 659-76, and 659-77), filed as part 
of the May 12, 1952 application for amendment of the license for the project, 
conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project. 

(7) The two 44-kv transmission lines extending a distance of about 14 miles 
from the powerhouse to Cordele, Ga., are part of the project within the mean- 
ing of section 3 (11) of the Federal Power Act and should be included in the 
license for the project. The licensee should file an application for amendment 
of the license to include therein the said transmission lines as provided in 
article 32 of the license. 

(8) Exhibits K, F, and M, in accordance with the Commission's rules and 
regulations, should be filed by the licensee as provided in article 33 of the 
license. 
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The Commission orders: 

(A) That part of the finding pertaining to an order to show cause and para- 
graph (B) of the above-described order of the Commission entered November 10, 
1944, as modified January 5, 1945, are hereby dismissed. 

(B) The pending incomplete June 9, 1989 and March 16, 1940 applications 
for amendment of the license for the project, except for exhibit L (F. P. C. Nos. 
659-69 and 659-70) filed as part of the March 16, 1940 application, are hereby 
dismissed. 

(C) The installation of the third generating unit, increasing the authorized 
installed capacity of the project to 16,400 horsepower, is hereby approved, 
effective as of January 1, 1941. 

(D) The above-designated exhibits, filed as part of the March 16, 1940 and 
May 12, 1952 applications for amendment of the license for the project, are 
approved as part of the license for the project. 

(E) The license for project No. 659, issued August 10, 1928, to Messrs. J. J. 
Williams, O. M. Heard, W. E. Grubbs, P. F. Fitzgibbons, and J. A. Ward, and 
transferred, effective as of August 10, 1928, to Crisp County, Ga., and subse- 
quently amended, is hereby further amended, effective as of the first day of the 
month in which the accepted amendment is filed with the Commission, to provide 
for certain structural changes consisting of raising the concrete retaining walls 
and a portion of the earth dams including the asphalt resurfacing of the east 
embankment, which work has been completed; relocation of switchgear and 
transformers from the powerhouse to a newly-constructed switchyard and sub- 
station located adjacent to the powerhouse on the east embankment, which work 
has been completed; operation of the project reservoir at elevation 531 (project 
datum) instead of elevation 517, the reservoir having operated at the higher 
elevation since 1943; reduction in minimum releases of water through the dam 
and powerhouse; future construction of an emergency spillway to be located 
beyond the end of the west embankment; and future reconstruction of the 
tainter gates by increasing their size from 12 x 25 feet to 16 x 25 feet; the 
incorporation in the license of certain exhibits showing some of the said changes: 
the filing of an application for amendment of the license to include therein two 
44-kv transmission lines, together with exhibits; and the filing of additional 
necessary exhibits; said amendment being: 

PARAGRAPH I. Article 2 of the license is hereby amended to read as follows: 

Article 2. The project covered by and subject to this license consists of— 

A. All lands constituting the project area and inclosed, or the location of 
which is shown, by the project boundary, and/or interest in such lands necessary 
or useful for the purposes of the project, whether such lands or interests therein 
are owned or held by the licensee or by the United States, such project area and 
project boundary being more fully shown and described by certain exhibits 
which accompanied said application for license and which are designated and 
described as follows: 

Exhibit J—Map in one sheet designated “General map,” serial No. J/68 
(F. P. C. No. 659-1) ; and 

Erhibit K.—Map in ten sheets showing project area and designated “Detail 
maps,” Nos. 1 to 10, inclusive (F. P. C. Nos. 659-2 to —11, inclusive). 

B. All project works consisting of a concrete slab and buttress spillway con- 
taining 14 tainter gates 16 feet high and flanked by earth dikes; an emergency 
spillway located beyond the end of the west or right earth dike; a reservoir 
with normal water surface elevation of 531 feet (project datum) ; a powerhouse 
integral with the dam containing three units having a total capacity of 16,400 
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horsepower with one of 3,600 horsepower, one of 6,000 horsepower, and the third 
of 6,800 horsepower, and space for a fourth unit; a switchyard and substation 
located adjacent to the powerhouse; and appurtenant facilities; the location, 
nature and character of which project works are more specifically shown and 
described by the exhibits hereinbefore cited and by certain other exhibits which 
formed part of the application for license or for amendment thereof and which 
are designated and described as follows: 

Exhibit L—“Topographic map” serial No. J/2 (F. P. C. No. 659-13) ; “Profile 
of cross section at dam site” serial No. J/3 (F. P. C. No. 659-14) ; “General 
scheme” serial No. J/4 (F. P. C. No. 659-15) ; “General elevation” serial No. J/5 
(F. P. C. No. 659-16); “General plan” serial No. J/6 (F. P. C. No. 659-17) ; 
“General foundation plan” serial No. J/7 (F. P. C. No. 659-18) ; “Plan power 
house structural steel” serial No. J/11 (F. P. C. No. 659-23) ; “Plan & elevation 
east abutment” serial No. J/12 (F. P. C. No. 659-24) ; “Plan & elevation west 
abutment” serial No. J/13 (F. P. C. No. 659-25) ; “East elevation power house” 
serial No. J/18 (F. P. C. No. 659-29) ; “Upstream elevation power house” serial 
No. J/19 (F. P. C. No. 659-30); “Downstream elevation power house” serial 
No. J/20 (F. P. C. No. 659-31); “Section A-B, power house substructure” 
serial No. J/21 (F. P. C. No. 659-32) ; “Section C—D, power house substructure” 
serial No. J/22 (F. P. C. No. 659-33) ; “General footings plan” serial No. J/2¢ 
(F. P. C. No. 659-34); “One-half sec. E-F, power house substructure” serial 
No. J/24A (F. P. C. No. 659-35); “One-half sec. E-F, power house substruc- 
ture” serial No. J/24B (F. P. C. No. 659-36); “Transverse section flume at 
elev. 507.33” serial No. J/26 (F. P. C. No. 659-37) ; “Section M—N, power house 
substructure” serial No. J/27 (F. P. C. No. 659-88) ; “Section X-Y, forebay” 
serial No. J/30 (F. P. C. No. 659-40) ; “Section G-H, power house superstruc- 
ture” serial No. J/32 (F. P. C. No. 659-41); “Section M-—N, power house 
superstructure” serial No. J/33 (F. P. C. No. 659-42); “West elevation power 
house” serial No. J'/35 (F. P. C. No. 659-44) ; “Spillway design” serial No. J/41 
(F. P. C. No. 659-48) ; “Transverse section power house substructure at elev. 
526” serial No. J/48 (F. P. C. No. 659-54); “Section K-—L, spillway” serial 
No. J/51 (F. P. C. No. 659-57) ; “Section I-J, spillway” serial No. J/53 (F. P. C. 
No. 659-58) ; “Typical section earth dam & riprapping” serial No. J/58 (F. P. C. 
No. 659-62) ; “Typical earth dam & concrete corewall” serial No. J/59 (F. P. C. 
No. 659-63) ; “Sectional elevation—unit number 3” (F. P. C. No. 659-69) filed 
as part of the March 16, 1940 application for amendment of license and later 
revised; “Unit No. 3 transverse section at elevation 507.33” (F. P. C. No. 
659-70) formerly designated exhibit E and filed March 16, 1940 in the Com- 
mission; “Spillway gate, deck, west dyke enlargement” (F. P. C. No. 659-72) ; 
“Plan profile of east dyke enlargement to elevation 542” (F. P. C. No. 659-73) ; 
“Plan profile, sheet 1, proposed spillway bypass” (F. P. C. No. 659-74) ; “Plan 
profile, sheet 2, proposed spillway bypass” (F. P. C. No. 659-75); “Plan of 
46 kv switchyard at hydroeleciric plant” (F. P. C. No. 659-76); and “Single 
line diagram, Crisp County system and interconnections” (F. P. C. No. 659-77). 

C. All other structures, fixtures, equipment, or facilities used or useful in the 
maintenance and operation of the project and located upon the project area, 
including such portable property as may be used and useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as a part of the project 
works is approved or acquiesced in by the Commission; also all other rights, 
easements, or interests the ownership, use, occupancy or possession of which is 
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necessary or appropriate in the maintenance and operation of the project or 
appurtenant to the project area. 

PARAGRAPH II. Article 3 of the license is hereby amended to read as follows: 

Article 3. The maps, plans, specifications, and statements designated as ex- 
hibits in article 2 hereof and approved by or for the Commission are hereby 
made a part of this license, and no substantial change shall hereafter be made 
to said exhibits, or any of them, until such change shall have been approved by 
the Commission: Provided, however, That if the licensee deems it necessary or 
desirable that said approved maps, plans, specifications and statements, or any 
of them, be changed there shall be submitted to the Commission for approval 
amended, supplemental, or additional maps, plans, specifications and statements 
covering the proposed changes, and upon approval by the Commission of such 
proposed changes such amended, supplemental or additional maps, plans, speci- 
fications and statements shall become a part of this license and shall supersede, 
in whole or in part, such map, plan, specification, or statement, or part thereof, 
theretofore made a part of this license as may be specified, respectively, in the 
order or endorsement of approval. 

PARAGRAPH III. Article 17 of the license is hereby amended to read as follows: 

Article 17. Unless and until modified under the provisions of article 14 hereof, 
the licensee shall release water in amount sufficient to maintain a flow of not 
less than 250 cubic feet per second as measured at the Oakfield gage, in the 
interest of fish and wildlife resources. 

PARAGRAPH IV. Article 19 of the license as amended September 22, 1980, is 
hereby further amended to read as follows: 

Article 19. The licensee shall in the interest of public health and recreation 
cut and remove or destroy to the satisfaction of the Commission's representa- 
tive, all brush and trees from the area to be submerged and within a line 15 feet 
horizontally outside the 531-foot contour (project datum). 

PARAGRAPH VY. The license for the project shall be amended to include therein 
the following additional special conditions designated articles 31, 32, 33, 34, and 
35, respectively : 

Article 31. The licensee shall within one year from the effective date of this 
amendment commence construction of the emergency spillway and reconstruc- 
tion of the spillway gates, and shall thereafter in good faith and with due 
diligence prosecute and complete such construction not later than two years 
from the said date. The construction of the emergency spillway shall be in sub- 
stantial accordance with plans approved by the Commission and such construc- 
tion and the reconstruction of the spillway gates shall be accomplished under 
the supervision of the Commission's Regional Engineer, Atlanta, Ga. 

Article 32. The licensee shall file, within 6 months from the effective date of 
this amendment, an application for amendment of the license to include as part 
of the project two 44-kv transmission lines extending from the powerhouse t 
Cordele, Ga., a distance of about 14 miles, and as a part of the said application 
for amendment of license shall file, in accordance with the Commission's rules 
and regulations, exhibits J, K, L, and M pertaining to the transmission lines. 

Article 33. The licensee shall within one year from the effective date of this 
amendment submit for Commission approval, in accordance with the Commis- 
sion’s rules and regulations. exhibit K maps showing in detail the project area 
and project boundary, an exhibit F showing a tabulation of lands which com 
prise the project area, and an exhibit M giving concise general descriptions and 
specifications of all mechanical and electrical equipment. 
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Article 34. The licensee shall so operate the main spillway of the project up to 
its full controllable capacity that the water surface elevation shall not exceed 
elevation 531 feet (project datum). In the event of a major flood, and the water 
surface exceeds 531 feet, the licensee shall continue to utilize the full controllable 
capacity of the spillway until the water surface elevation has receded to eleva- 
tion 531 feet. 

Article 35. The licensee shall so operate the project reservoir that the reservoir 
level fluctuations are gradual and minimal and consistent with operational 
demands, and shall construct, maintain, and operate such protective devices and 
comply with such reasonable modifications of the project structures and opera- 
tion of the project in the interest of fish and wildlife resources as may be pre- 
scribed hereafter by the Commission upon the recommendation of the Secretary 
of the Interior. 

PARAGRAPH VI. This amendment in the manner set out above shall not operate 
to alter or amend the license in any other respect, and shall not in any way con- 
stitute a waiver of any other part, provision or condition of the license as here- 
tofore amended. 

(F) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in section 313 (a) of the Act, 
and failure to file such an application shall constitute acceptance of this amend- 
ment of license. In acknowledgment of the acceptance of this amendment of 
license, it shall be signed for the licensee and returned to the Commission 
within 60 days from the date of issuance of this order. 


Deternination of proportion of annual charges due for headwater benefits 
for years 1945 through 1948 


Southern California Edison Co. 
Docket No. E-6430 
January 23, 1953 


Application was filed May 26, 1952 by Southern California Edison Co. of Los 
Angeles, Calif., for a determination under section 10 (f) of the Federal Power 
Act of equitable proportion of the annual charges for interest, maintenance, and 
depreciation on the headwater improvements of project No. 67 and Huntington 
Lake Reservoir to be paid by Pacific Gas and Electric Co., licensee for project 
No. 96, because of the benefits received during the years 1945 through 1948 by 
that project, known as the Kerckhoff plant. 

The above-named companies have advised the Commission that no changes 
have occurred since the issuance of the Commission’s opinion No. 36 of 
January 23, 1939, which would constitute a substantial change in or modification 
of the facts then before the Commission and upon which its opinion was based. 

The costs incurred by the Commission in making the present determination 
amount to $656.16. 

Upon the record before the Commission, including the data contained in the 
aforementioned application, which was prepared in accordance with the Com- 
mission’s opinion No. 36, the Commission determiness 
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The respective proportions of annual charges of Southern California Edison 
Co. to be paid by Pacific Gas and Electric Co. for interest, maintenance, and 
depreciation on the several storage reservoirs and other headwater improvements 
of Southern California Edison Co. for benefits directly received for the years 
1945 through 1948 are as follows: 


Percentage of annual charges due 
Southern California Edison Co 





Item — — onepeenn 
1945 1946 1947 1948 

Huntington Lake. .--- 2.770 3. 401 4. 406 
Florence Lake.............- 2. 770 3. 401 4. 406 
GET BE ic cccccecccee ‘ 2.770 3. 401 4. 406 
Water rights.......... 2.770 3. 401 4. 406 
Upper Ward (Florence) tunnel and intake..._. None None None 
Mono-Bear diversion works and conduit__. 1.041 0. 936 2. 496 
Lower Ward (Florence) tunnel. -. ealaiislice a 0. 389 | 0. 427 | 1.112 
Upper Huntington—Shaver conduit. - - eae ni 217 1.393 3. 023 
Lower Huntington—Shaver conduit....................-...--.. 1. 339 | 1. 606 3. 216 


Commissioner Wimberly not participating. 


Order approving revised evhibit 
Public Service Co. of New Hampshire 
Project No. 1913 
January 28, 1953 


In compliance with article 3 of its license for project No. 1913, Public Service 
Co. of New Hampshire, licensee, filed with the Commission on February 28, 1951, 
and supplemented on November 23, 1951 and July 10, 1952, revised and supple- 
mentary exhibit K maps, supplemented by an exhibit F showing real property 
rights of licensee. 

The Commission finds: 

The following exhibit drawings conform to the Commission’s rules and reg- 


ulations and should be approved as part of the license for the project, and super- 
seded exhibit K drawing (F. P. C. No. 1913-18), now part of the license for the 
project, should be eliminated from the license : 

: Erhibit K—Sheet 1 of 3 (F. P. C. No. 1913-20), entitled “Hooksett hydro 
- electric project-detail map of project area’, signed Public Service Co. of New 
, Hampshire by A. R. Schiller, president, on February 27, 1951, revised in accord- 


ance with licensee’s letter of July 8, 1952. Sheet 2 of 3 (F. P. C. No. 1913-21), 
entitled “Hooksett hydro electric project-detail map of project area’, signed 


Public Service Co. of New Hampshire by A. R. Schiller, president, on February 
27, 1951. Sheet 3 of 3 (F. P. C. No. 1913-22), entitled “Hooksett hydro electric 
1 


project-detail map of project area”, signed Public Service Co. of New Hampshire 
i by A. R. Schiller, president, on March 1, 1945, revised in accordance with 


. licensee's letter of July 8, 1952, and superseding exhibit K (F. P. C. No. 1913-18). 
The Commission orders: 

C The exhibit drawings described above as conforming to the Commission's 

a rules and regulations are hereby approved as part of the license for project 


No. 1913, and the exhibit drawing described above as being superseded is hereby 
eliminated from the license. 


Commissioner Wimberly not participating. 
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Order authorizing transmission of electric energy to Merico 
Arizona Public Service Co. 
Docket No. IT-5331 
January 28, 1953 


Arizona Public Service Co. (applicant), a corporation organized and existing 
under the laws of the State of Arizona and having its principal business office 
at Phoenix, Ariz., on December 4. 1952, filed an application for authorization, 
pursuant to section 202 (e) of the Federal Power Act, to transmit electric energy 
in an amount not exceeding 3,000,000 kilowatt-hours per annum at a rate not 
in excess of 600 kilowatts to Compania de Servicios Publicos de Agua Prieta, 
S. A., serving Agua Prieta, Mexico, from its facilities in Arizona over facilities 
located at the international boundary between the United States and Mexico 
maintained and used pursuant to Presidential permit therefor signed by the 
President of the United States on July 30, 1941, released to Arizona Edison Co., 
Inc.. and thereafter transferred to applicant by amendatory Presidential permit 
signed by the President of the United States on August 28, 1952. 

By orders entered June 15, 1948 and December 18, 1951, in docket No. E-6107 
Arizona Edison Co., Inc., was authorized to transmit to Mexico over the facilities 
at the international boundary referred to above for emergency use not in excess 
of 3,000,000 kilowatt-hours per annum at a rate not to exceed 600 kilowatts 
which authorization expires December 31, 1952. 

By order entered February 28, 1952, in docket No. E-6402, Central Arizona 
Light and Power Co. and Arizona Edison Co., Inc., the merger or consolidation of 
Arizona Edison Co., Inc., with and into Central Arizona Light and Power Co. as 
the surviving corporation with its name changed to Arizona Public Service Co. 
was authorized and approved. 

The Commission finds: 

The transmission of electric energy from the United States to Mexico as 
limited herein and as hereinafter authorized will not impair the sufficiency of 
electric supply within the United States and will not impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction of 
the Commission. 

The Commission orders: 

(A) Applicant be and it hereby is authorized to transmit electric energy from 
the United States to Mexico subject to the provisions of this order. 

(B) The electric energy which applicant is hereby authorized to transmit 
from the United States to Mexico shall not exceed 3,000,000 kilowatt-hours an- 
nually at the rate not to exceed 600 kilowatts over the facilities referred to in 
the Presidential permit referred to above. 

(C) The authorization herein granted may be modified from time to time or 
terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Presi- 
dential permit signed by the President of the United States on July 30, 1941, 
amended August 28, 1952, referred to above. 

(D) Applicant shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules, regulations or orders issued by the Commission. 

(E) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Mexico 
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pursuant to the authority herein granted, shall make, keep and preserve full 
and complete records with respect to the movement of such energy, and shall 
furnish with respect to said transmission of electric energy reports annually on 
or before February 15 showing the amount of energy transmitted to Mexico, and 
the maximum rate of transmission for each month of the preceding calendar 
year. 

(F) This authorization to transmit electric energy from the United States 
to Mexico shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter, in the event of the involuntary 
transfer of facilities used thereunder by operation of law (including such trans- 
fers to receivers, trustees, or purchasers under foreclosure or judicial sale) 
pending the making of an application for permanent authorization and decision 
thereon, provided notice is promptly given in writing to the Commission accom- 
panied by a statement that the physical facts relating to sufficiency of supply, 
rates, and nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of the lawful authority 
vested in the State or State regulatory commission over applicant. 

(H) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service accounts, 
valuation, estimate or determination of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

Commissioner Wimberly not participating. 


Order authorizing acquisition of securities 
Central Illinois Public Service Co. 
Docket No. E-6470 
January 28, 1953 


Central Illinois Public Service Co. (applicant), a corporation organized in 
Illinois, having its principal place of business at Sprinfield, I11., filed its applica- 
tion on December 22, 1952, and amendment thereto on January 7, 1953, pursuant 
to section 203 of the Federal Power Act, for an order authorizing it to acquire 
up to a maximum of 5,400 additional shares (par value $100 per share) of the 
common stock of its partially owned subsidiary, Electric Energy, Inc. (E. E. I.), 
by paying $100 for each such share purchased from this subsidiary whose 
principal place of business is at Joppa, Ill. E. E. I. was sponsored and incor- 
porated under Illinois law by the applicant, Illinois Power Co., Kentucky 
Utilities Co., Middle South Utilities, Inc., and the Union Electric Co. of Missouri 
(sponsoring companies). The outstanding common stock of E. E. I. is held by 
the sponsoring companies in the following amounts: 


Percent 
I aiid eaten een ciate aiiatataiglginan damm 20 
Be RNS Gc accrncctek ied cs adie initia tn dnlcna tana eat mig Ao ne 20 
RC TINIE Ci cit eesti eceiietininnnnnncdenicaus 10 
ree COG CC Be iaittiiid tine dine 10 
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Applicant states that E. E. I. proposes to issue 27,000 additional shares of its 
common stock to be subscribed to by the sponsoring companies in amounts 
proportionate to the number of shares which they now hold. The 5,400 shares 
which the applicant seeks authorization to acquire represents the proportionate 
number of shares which it has subscribed to as a sponsoring company, all pur- 
suant to the terms of the subscription agreement (filed as exhibit L—1 of the 
application) accepted by E. E. I. on November 19, 1952. 

Applicant further states that in the event the financial requirements of 


E. E. I. do not make it necessary to issue the total amount of 27,000 additional 
shares by December 1, 1953, the proportionate number of shares which applicant 
will acquire will be reduced accordingly. 

All of the funds obtained by E. E. I. from this stock issuance will be utilized 
by it along with other funds in the expansion of its Joppa, Ill., generating 
station made necessary because of the proposed enlargement of the Paducah, 
Ky., works of the Atomic Energy Commission (A. E. C.), who now has a con- 
tract with E. E. I., dated May 4, 1951, calling for the delivery by E. E. I. of a 
maximum of 500,000 kilowatts of firm power and who will need an additional 
235,000 kilowatts of firm power from E. E. I. for its proposed expansion. 

Written notice of the application has been given to the Public Service Com- 
mission of Kentucky and the Illinois Commerce Commission and to the Gover- 
nors of each of those States. Notice was also published in the Federal Register 
on January 1, 1953 (18 F. R. 49), stating that any person desiring to be heard 
or to make any protest with reference to the application should file a petition 
on or before January 15, 1953. No protest or petition or request to be heard in 
opposition to the granting of said application has been received. 

The Commission finds: 

(1) Applicant is a corporation organized and existing under and by virtue of 
the laws of the State of Illinois. It owns and operates facilities, among others, 
for the transmission and sale at wholesale of electric energy which is trans- 
mitted between the States of Indiana, Illinois, Kentucky and Missouri, and 
consumed at points outside the state in which it is generated, all of which 
facilities are in addition to, and do not include, facilities used for the generation 
of electric energy, facilities used in local distribution, or only for the trans- 
mission of electric energy in intrastate commerce, or facilities for the transmis- 
sion of electric energy consumed wholly by the transmitter. Applicant is, 
therefore, a public utility within the meaning of that term as used in section 203 
of the Federal Power Act. 

(2) E. E. I. is a corporation organized and existing under and by virtue of 
the laws of the State of Illinois. It owns and operates facilities, among others, 
for the transmission and sale at wholesale of electric energy which is trans- 
mitted between the States of Illinois and Kentucky, and consumed at points 
outside the state in which it is generated, all of which facilities are in addition 
to, and do not include, facilities used for the generation of electric energy, 
facilities used in local distribution, or only for the transmission of electric 
energy in intrastate commerce, or facilities for the transmission of electric 
energy consumed wholly by the transmitter. E. E. I. is, therefore, a public 
utility within the meaning of that term as used in section 203 of the Federal 
Power Act. 

(3) The proposed acquisition from E. E. I. by the applicant of up to a maximum 
of 5,400 additional shares of the former’s common stock (par value $100 per 
share) pursuant to the terms of the subscription agreement accepted by E. E. I. 
on November 19, 1952, will constitute an acquisition of securities of another 
publie utility within the provisions of section 203 of the Federal Power Act. 
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(4) The proposed acquisition of securities as hereinafter authorized and 
approved will be for a lawful object within the corporate purposes of applicant 
und compatible with the public interest, which is appropriate for and consistent 
with the proper performance by applicant of service as a public utility and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 

(5) The public notice given the aforesaid application is reasonable. 

The Commission orders: 

(A) The acquisition by applicant of the securities of E. E. L, described in 
finding (3) above, be and the same hereby is authorized and approved upon the 
terms and conditions and for the purposes set forth in the application, subject to 
the provisions of this order. 

(B) This authorization shall expire unless the transaction hereby authorized 
is consummated within 60 days after December 1, 1953. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
which may come before this Commission, or any other regulatory body, and 
nothing in this order shall be considered as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed 
or usserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect of any securities to which this 
order relates. . 

Commissioner Wimberly not participating. 


Findings and order issuing a certificate of public convenience and necessity 
Tennessee Gas Pipe Line Co. 
Docket No. G-2046 
January 28, 1953 


On September 10, 1952, Tennessee Gas Pipe Line Co. (applicant) filed an 
application, which was supplemented on September 22, 1952, for a certificate of 
public convenience and necessity pursuant to section 7 of the Natural Gas Act, 
authorizing the construction and operation of 12.61 miles of 4% inch pipeline for 
the transportation of natural gas, for the account of Tennessee Gas Co., from the 
transmission facilities of Texas Eastern Transmission Corp. to the local distri- 
bution system of Tennessee Gas Co. in Murfreesboro, Tenn. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 22, 1953, respecting the matters involved and the issues presented by 
the application, as supplemented. No protest to the application has been 
received. 

Temporary authorization to construct certain of the facilities requested in said 
application, as supplemented, was granted on October 2, 1952. 


By means of the proposed facilities applicant proposes to transport natural gas, 
which has been transported from Texas and Louisiana into Tennessee by Texas 
Eastern Transmission Corp., to the city of Murfreesboro where it will be delivered 
to Tennessee Gas Co. for distribution to ultimate consumers. Applicant states 
that it will accept a certificate conditioned so that the rates and charges for such 
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transportation will not exceed the cost which would result if the proposed facili- 
ties were owned and operated by Tennessee Gas Co., applicant’s affiliate. 

The Commission finds: 

(1) Applicant, a Tennessee corporation having its principal place of business 
at Murfreesboro, Tenn., owns and will operate, among other facilities, a natural- 
gas transmission pipeline system located in the State of Tennessee, and by such 
operation will be engaged in the transportation and sale of natural gas in 
interstate commerce for ultimate public consumption, subject to the jurisdiction 
of the Commission, and will be, therefore, a “natural-gas company” within the 
meaning of the Natural Gas Act. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation of natural gas in interstate commerce subject to the jurisdiction 
of the Commission, as integral parts of applicant’s pipeline system, and the 
proposed construction and operation thereof by applicant are subject to the 
requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(8) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 
C. F. R. 1.32 (b)) of the Commission’s rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(5) The construction and operation of the facilities hereinbefore described, 
aS proposed by applicant, are required by the public convenience and necessity, 
and certificate therefor should be issued as hereinafter ordered and conditioned. 

The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Tennessee Gas Pipe Line Co. to construct and operate the 
facilities hereinbefore described, all as more fully described in its application, 
as supplemented, in this proceeding, for the transportation of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued to applicant in paragraph (A) hereof: 

Said certificate shall be void and without force or effect unless it be accepted 
in writing by applicant within 30 days from the date of the issuance of this 
order: Provided, however, That such acceptance may be filed within 30 days 
from the date of issuance of any order upon an application for rehearing of this 
order, if any, or within 30 days from the date on which any such application may 
be deemed to have been denied when the Commission has not acted thereon: and 
Provided further, That such acceptance may be filed within 30 days after final 
disposition of the judicial review of proceedings initiated by any petition for 
review of this order. 

(C) The following conditions be and the same hereby are attached to the 
exercise of the rights granted under the certificate issued in paragraph (A) 
hereof : 

(1) The construction of facilities hereby authorized shall be completed and 
actual performance by applicant of the operations hereby authorized shall be 
undertaken and regularly performed by applicant within 90 days from the date 
of issuance of this order. 
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(2) With respect to construction hereby authorized, applicant shall file with 
the Commission, in writing and under oath, an original and four conformed copies 
of the following: 

(i) within 10 days after the facilities hereby authorized to be constructed 
have been constructed and placed in service, notice of such placement; and 

(ii) within 6 months after the facilities hereby authorized have been con- 
structed and placed in service, and authorized operations have been commenced, 
a statement showing the actual cost of constructing such facilities by operating 
units, and showing separately the actual cost of labor, materials, rights-of-way, 
damages, surveys, engineering, inspection, overhead, interest during construction, 
contingencies, and all other items of cost, together with a statement showing 
and explaining the cause for any difference between actual cost and estimates of 
cost relied upon by Applicant in this proceeding. 

(3) The certificate issued to applicant in paragraph (A) of this order is not 
transferable in any manner and shall be effective only so long as applicant con- 
tinues the operations authorized by this order in accordance with the provisions 
of the Natural Gas Act, as well as applicable rules, regulations, and orders of 
the Commission. 

(4) The rates and charges to Tennessee Gas Co. at Murfreesboro for the 
natural gas service herein authorized shall not exceed the cost which would result 
if the proposed facilities were owned and operated by Tennessee Gas Co. 

Commissioner Wimberly not participating. 


Findings and order issuing certificate of public convenience and necessity 
Ohio Valley Gas Corp. 
Docket No. G-1940 
January 28, 1953 


On April 16, 1952, Ohio Valley Gas Corp. (applicant), an Indiana corporation 
having its principal place of business at Winchester, Ind., filed an application, as 
supplemented October 16 and November 26, 1952, for a certificate of public 
convenience and necessity pursuant to section 7 of the Natural Gas Act, authoriz- 
ing construction and operation of a 6-inch natural-gas pipeline extending in a 
northerly direction 27 miles from a point of connection with the existing 20-inch 
line of Texas Eastern Transmission Corp. (Texas Eastern) in Ripley County, 
Ind., to applicant’s existing distribution system at Connersville, Ind. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 23, 1953, respecting the matters involved and the issues presented by 
the application as supplemented. No protest to the granting of the application 
has been received. 

The record shows that, by order issued on July 3, 1952, in docket No. G—1693, 
the Commission authorized and directed Texas Eastern to reserve up to 4,000 
M. ec. f. per day for applicant, from Texas Eastern’s pipeline transporting in 
interstate commerce gas produced in Texas and Louisiana, provided, inter alia, 
that applicant duly file, and obtain a certificate of public convenience and neces- 
sity authorizing it to construct and operate the facilities necessary to enable it 
to purchase and transport said gas. 

The record further shows that the estimated cost of the proposed facilities 
is $457,082, which applicant proposes to defray by the sale of first-mortgage 
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bonds to the Lincoln National Life Insurance Co., of Fort Wayne, Ind. The 
record does not show that applicant has received a commitment from the insur- 
ance company to finance its proposed project. 

The record further shows that, by means of the proposed facilities, applicant 
will be enabled to substitute natural-gas service for manufactured-gas service 
in Connersville and that its proposed project is economically feasible. 


The Commission finds: 


(1) Applicant, an Indiana corporation with its principal place of business at 


Winchester, Ind., will be, upon commencement of its proposed operations, engaged 


in the transportation in interstate commerce of natural gas produced in Texas 


and Louisiana and transported by Texas Eastern Transmission Corp. from said 


States to the point of connection with applicant's pipeline in Ripley County, Ind. 


and will be, therefore, a “natural-gas company” within the meaning of the Nat- 


ural Gas Act. 


(2) The facilities hereinbefore described, and as more fully described in the 
application, as supplemented, herein, are proposed to be used in the transportatior 
of natural gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion, and the construction and operation thereof by applicant are subject to the 
requirements of Subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Subject to the conditions hereinafter set forth, applicant is able and will- 
ing properly to do the acts and to perform the service proposed and to conform 
to the provisions of the Natural Gas Act, and the requirements, rules, and regu- 
lations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity, and a certificate therefor shonld 
be issued as hereinafter ordered and conditioned. 

(5) It is appropriate in the public interest that the certificate hereinafter is- 
sued provide, as a condition of issuance, that applicant submit to the Commis- 
sion, within 60 days from the date of issuance of the order herein, a firm com 


mitment for financing its project in accordance with its plan of financing sub- 
mitted in its application, as supplemented. 


(6) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission's rules of practice and procedure having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final deci- 
sion in the instant proceeding. 

The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby is 
issued authorizing applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in the application, as supplemented, in this 
proceeding and the exhibits appended thereto, for the transportation of natural 
gas as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 


(B) The following conditions be and the same are hereby attached to the is- 
suance of the certificate issued in paragraph (A) hereof: 


(1) The certificate herein granted shall be void and without force or effect un- 


less accepted in writing by applicant within 30 days from the date of issuance of 


this order; and 


(2) The certificate herein granted shall be void and without force or effect 


unless, within 60 days from the date of issuance of this order, applicant shall 
furnish to the Commission ¢ 


corilance with its plan of financing submitted in its application, as supplemented 


i firm commitment for financing its project in ac- 
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(C) The following conditions be and the same hereby are attached to the exer- 
cise of rights granted by the certificate issued in paragraph (A) hereof: 

(1) Construction of the facilities herein authorized shall be completed and 
the operation and service herein authorized shall be actually undertaken and 
regularly performed by applicant within 6 months from the date of issuance of 
this order. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following : 

(a) within 10 days after the bona fide beginning of construction, notice of the 
date of such beginning: 

(b) each 3 months after the date of issuance of this order, a progress report 
showing the exact status of the construction authorized herein; 

(c) within 6 months after the facilities herein authorized have been con- 
structed and placed in service and operations, as herein authorized, have com- 
menced, a statement showing the actual cost of constructing said facilities, show- 
ing separately the actual cost of labor, materials, rights-of-way, damages, sur- 
veys, engineering, inspections, overhead, interest during construction, contin- 
gencies, and all other items of cost, together with a statement showing and ex- 
plaining the cause for any difference between actual cost and estimates of cost 
relied upon by applicant in this proceeding. 

(D) This certificate is not transferable and shall be effective only so long as 
applicant continues the operation hereby authorized in accordance with the provi- 
sions of the Natural Gas Act, and any pertinent rules, regulations, or orders here- 
tofore or hereafter issued by the Commission. 

Commissioner Wimberly not participating. 


Order authorizing transmission of eleetric energy to Canada 
Glacier County Electric Coop., Inc. and Marias River Electric Coop., Inc. 
Docket No. E-6446 
January 29, 1958 


Glacier County Electric Coop., Inc. (Glacier County), having its principal 
business office in Cut Bank, Mont., on July 28, 1952, filed an application, under 
section 202 (e) of the Federal Power Act (act), for authority to transmit electric 
energy to Canada. Marias River Electric Coop., Inc. (Marias River), having its 
principal business office in Shelby, Mont., on September 8, 1952, filed a joinder in 
the application theretofore filed by Glacier County. Both Glacier County and 
Marias River are corporations organized and existing under the laws of the 
State of Montana and are rural electric cooperatives operating in Montana. 

Glacier County procures the power and energy to satisfy its requirements from 
Marias River which in turn secures its power and energy needs from the United 
States Bureau of Reclamation. 

Glacier County and Marias River request authorization to transmit electric 
energy to Canada utilizing specifically therefor the facilities of Glacier County, 
in the immediate proximity in the United States, to satisfy the call for service 
of National Revenue, Customs and Excise Division, Canadian Government at 
Carway and Del Bonita, Alberta, Canada, in the office and residence at each of the 
places named. The eleciric energy to be transmitted will not be in excess of 
84,000 kilowatt-hours per annum at the rate of 25 kilowatts to Carway and not 
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in excess of 36,000 kilowatt-hours annually at the rate of 15 kilowatts for Del 
Bonita. The rates and charges for such service are to be the same as for like 
service to patrons of Glacier County within the United States. The transmission 
of such energy will be over facilities covered by the Presidential permit signed by 
the President of the United States and released by the Commission concurrently 
with this order. 

Notice of the filing of the application was published in the Federal Register on 
September 18, 1952, (17 F. R. 8401) stating that any person desiring to be heard or 
to make any protest with reference to the application should file a petition or 
protest on or befcre October 1, 1952. Notice was given to the interested State 
officials and no protest or request for hearing thereon has been received. 

The Commission finds: 

The transmission of electric energy from the United States to Canada as limited 
herein and as hereinafter authorized will not impair the sufficiency of electric 
supply within the United States and will not impede or tend to impede the co- 
ordination in the public interest of facilities subject to the jurisdiction of the 
Commission. 

The Commission orders: 

(A) Glacier County and Marias River be and they hereby are authorized to 
transmit electric energy from the United States to Canada subject to the pro- 
visions of this order. 

(B) The electric energy which Glacier County and Marias River are hereby 
authorized to transmit from the United States to Canada shall not exceed 84,000 
kilowatt-hours annually at the rate of 25 kilowatts to Carway and shall not 
exceed 36,000 kilowatt-hours per annum at the rate of 15 kilowatts to Del Bonita 
over the facilities referred to in the Presidential permit referred to above. 

(C) The authorization herein granted may be modified from time to time or 
terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Pres- 
idential permit signed by the President of the United States on December 12, 1952 
and referred to above. 

(D) Glacier County shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules, regulations or orders issued by the Commission. 

(E) Glacier County shall install and maintain adequate metering equipment 
to measure the flow of all energy transmitted from the United States to Canada 
pursuant to the authority herein granted, shall make, keep and preserve full 
and complete records with respect to the movement of such energy, and shall 
furnish with respect to said transmission of electric energy reports annually 
on or before February 15 showing the amount of energy transmitted to National 
Revenue, Customs and Excise Divisions, and the maximum rate of transmission 
for each month of the preceding calendar year separately for the transmission 
to Carway and to Del Bonita. 

(F) This authorization to transmit eletcric energy from the United States to 
Canada shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter, in the event of the involuntary 
transfer of facilities used thereunder by operation of law (including such 
transfers to receivers, trustees, or purchasers under foreclosure or judicial sale) 
pending the making of an application for permanent authorization and decision 
thereon, provided notice is promptly given in writing to the Commission ac- 
companied by a statement that the physical facts relating to sufficiency of 
supply, rates, and nature of use remain substantially the same as before the 
transfer. 
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(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of the lawful authority 
vested in the State or State regulatory commission over applicant. 

(H) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimate or determination of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(I) Concurrently with the service of this order the Presidential permit, signed 
by the President of the United States on December 12, 1952 and described above, 
be released and a copy transmitted by the Secretary to Glacier County. 

Commissioner Wimberly not participating. 


Order approving revised exhibit 
Public Service Co. of New Hampshire 
Project No. 1893 
February 3, 1953 


In compliance with article 3 of its license for project No. 1893, Public Service 
Co., of New Hampshire, licensee, filed with the Commission on February 12, 
1951, and supplemented on November 23, 1951, and July 10, 1952, revised and 
supplementary exhibit K maps, supplemented by an exhibit F showing real 
property rights of the licensee. 

The Commission /inds: 

The following exhibit drawings conform to the Commission’s rules and regu- 
lations and should be approved as part of the license for the project and super- 
seded exhibit K drawing (F. P. C. No. 1893-2) now part of the license for the 
project should be eliminated from the license: 

Exhibit K.—Sheets 1 of 4, and 2 of 4 (F. P. C. Nos. 1893-22, and -—23), entitled 
“Amoskeag hydro electric project—detail map of project area,” signed Public 
Service Co. of New Hampshire by A. R. Schiller, president, on February 9, 1951. 

Sheet 3 of 4 (F. P. C. No. 1893-24), entitled “Amoskeag hydro electric project— 
detail map of project area,” signed Public Service Co. of New Hampshire by 
A. R. Schiller, president, on February 9, 1951, revised in accordance with licensee’s 
letter of July 8, 1952. 

Sheet 4 of 4 (F. P. C. No. 1893-25), entitled “Amoskeag hydro electric project— 
detail map of project area,” signed Public Service Co. of New Hampshire by 
A. R. Schiller, president, on September 1, 1942, revised in accordance with li- 
censee’s letter of July 8, 1952, and superseding exhibit K (F. P. C. No. 1898-2). 

The Commission orders: 


The exhibit drawings described above as conforming to the Commission’s rules 
and regulations are hereby approved as part of the license for project No. 1893, 
and the exhibit drawing described above as being superseded is hereby eliminated 
from the license. 

Commissioner Wimberly not participating. 
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Order permitting project operation at higher head 
Dairyland Power Coop. 
Project No. 1960 
February 5, 1953 


Dairyland Power Coop., licensee for major project No. 1960, has applied on 
December 12, 1952 for permission to maintain a normal pool elevation equal to 
the top of the flood gates of the project dam as now constructed, which is eleva- 
tion 1183.485 feet. The license for the project, which was issued to the licensee 
for a period of 50 years from March 1, 1951, covered a project with the reservoir 
normal pool at elevation 1182 feet. 

The licensee states that in order to resolve certain differences between itself 
and Lake Superior District Power Co. with reference to the elevation of the 
former's project pond level and the effect of same on the company’s Big Falls 
Dam operated by the licensee under a lease and which is located immediately 
upstream from the licensee’s dam, and, in order to provide for the greatest overall 
utilization and development of power from both dams, the licensee and the com- 
pany entered into an agreement on March 15, 1952 pursuant to which the parties 
thereto have agreed that so far as their respective interests are concerned, the 
licensee may maintain the pond elevation created by the licensee’s dam as now 
constructed, which elevation is 1183.485 feet U. S. C. & G. S. Datum, as recorded 
on the licensee’s dam. 

The licensee states also that the maintenance of the normal pool elevation in 
accordance with the March 15, 1952, agreement will not involve any additional 
construction of facilities or any change in the physical plans and specifications or 
construction of the project, and, to the best of the licensee’s information and be- 
lief, will not affect the interests of any land owners to any extent not affected 
by the original application for license and the license granted pursuant thereto. 

The aforementioned March 15, 1952, agreement between the licensee and Lake 
Superior District Power Co. is effective through January 8, 1983, unless termi- 
nated sooner by either party thereto. 

The Commissions finds: 

It is not inconsistent with the public interest to permit project No. 1960 to be 
operated at the higher head, as requested. 

The Commission orders: 

Dairyland Power Coop. is hereby granted permission to operate project No. 
1960 at a normal pool elevation of 1183.485 in accordance with the terms of the 
aforementioned March 15, 1952, agreement with Lake Superior District Power 
Co. 


Chairman Buchanan not participating. 


Order amending order issuing certificate of public convenience and necessity 


Texas Eastern Transmission Corp., Alabama-Tennessee Natural Gas Co., 
Tennessee Gas Co., Shippensburg Gas Co., Consumers Gas Co. 
Docket Nos. G—-1693, G—1473, G-1649, G-1727, and G—1737 


February 6, 1953 


On July 3, 1952, the Commission issued its order accompanying opinion No. 231, 
whereby it authorized and directed Texas Eastern Transmission Corp. (Texas 
Eastern), to reserve inter alia, certain specified quantities of gas for the city of 
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Oran, Missouri, subject to the provisions, among others, that Oran, within 90 days 
from the date of issuance of said order, provide a means for transporting such 
gas, and that the reservation be for a period of six months from the date of issu- 
ance of such order. 

Thereafter, on December 18, 1952, the city of Oran filed a request for extension 
of such reservation of gas for a period of six months. In said request, the city of 
Oran states that it has been unable to market its bonds up to the present time and 
that “construction of the project can proceed as soon as the bonds are sold, and 
the system can be constructed within 60 days thereafter.” Texas Eastern has in- 
dicated that it has no objection to the proposed extension. 

The Commission finds: 

It is appropriate in carrying out the provisions of the Natural Gas Act and in 
the public interest that paragraph (B) (2) of the order issued July 3, 1952 be 
amended as hereinafter ordered. 

The Commission orders: 

Paragraph (B) (2) of the order accompanying opinion No. 231, issued July 3, 
1952, 11 F. P. C. 211, be and it is hereby amended to read as follows: 

(B) (2) Texas Eastern is hereby authorized and directed to reserve from 
the presently estimated unallocated and unsold delivery capacity of its gas 
system for the city of Oran, Missouri, a volume of gas which shall not ex- 
ceed 275 M. c. f. per day unless otherwise ordered by the Commission: Pro- 
vided, however, That the city of Oran shall, on or before July 1, 1953, provide 
a means for transporting the natural gas herein reserved for it and shall 
actually purchase and transport such gas; and Provided, further, That such 
reservation of gas shall be for a period to extend to and including July 1, 


1953. 





Order amending order issuing certificate of public convenience and necessity 


El Paso Natural Gas Co. 
Docket No. G—1630 
February 6, 1953 


On June 19, 1952, the Commission issued in docket No. G—1630 a certificate 
of public convenience and necessity pursuant to section 7 of the Natural Gas 
Act to El Paso Natural Gas Co. (applicant) to construct and operate, among 
other facilities, 36.9 miles of 24-inch loop pipeline extending from a point on 
applicant’s existing 24-inch San Juan pipeline near Kingman, Ariz., to a point 
near Franconia, Ariz. This portion of the facilities covered by the certificate 
was not constructed by applicant. 

On January 2, 1953, applicant requested that the certificate be amended to 
authorize the construction and operation of 31.9 miles of 30-inch loop pipeline 
in lieu of the aforesaid 36.9 miles of 24-inch loop pipeline. Applicant states that 
a supply of 30-inch pipe is readily available for immediate construction of the 
proposed line. 

It is estimated that the cost of 36.9 miles of 24-inch pipeline would be sub- 
stantially the same as the cost of 31.9 miles of 30-inch pipeline. The estimated 
transmission capacity of the aforesaid authorized loop line, and that of the 
proposed loop pipeline, are substantially equivalent. 

Due notice of the filing of the application to amend has been given, including 
publication in the Federal Register on January 16, 1953 (18 F. R. 879). No 
pretest to the requested amendment has been received. 



































828 FEDERAL POWER COMMISSION 


The Commission finds: 
It is appropriate to carry out the provisions of the Natural Gas Act that the 
order dated June 19, 1952 in docket No. G—1630 granting a certificate of public 
convenience and necessity be amended as hereinafter ordered. 

The Commission orders: 

The order dated June 19, 1952 in docket No. G—1630 granting a certificate 
of public convenience and necessity be and the same is hereby amended by 
authorizing El Paso Natural Gas Co. to construct and operate 31.9 miles of 
30-inch loop pipeline, hereinbefore described and as more fully described in 
the application filed January 2, 1953, in lieu of the aforesaid 36.9 miles of 24-inch 
loop pipeline. 


Findings and order issuing certificates of public convenience and necessity, 
denying a certificate of public convenience and necessity, and dismissing 
request for permission and approval of abandonment of facilities 


The Ohio Fuel Gas Co. 
Docket Nos. G-—1985 and G—2013 
February 6, 1953 


On June 30, 1952, The Ohio Fuel Gas Co. (applicant) filed with the Com- 
mission an application in docket No. G—1985 for a certificate of public con- 
venience and necessity pursuant to section 7 of the Natural Gas Act, authorizing 
the construction and operation of certain natural-gas facilities, hereinafter 
described, for use in connection with the expansion of applicant’s facilities for 
the underground storage of natural gas. Supplements to said application were 
filed by applicant on September 3, 1952 and on September 29, 1952. 

On July 28, 1952, applicant filed with the Commission an application in 
docket No. G—2013 for a certificate of public convenience and necessity pursuant 
to section 7 of the Natural Gas Act, authorizing the construction and operation 
of approximately 34.5 miles of 20-inch natural-gas transmission pipeline partially 
looping applicant’s existing lines B-100 and “B” between its Crawford and its 
Treat compressor stations. Said application was supplemented on September 
25, 1952. 

No protest or petition seeking leave to intervene in these proceedings has 
been filed. 

On December 11, 1952, the Commission issued its order consolidating the above- 
entitled proceedings for purpose of hearing, and fixing January 6, 1953 as 
the date for hearing to commence. Hearing commenced and was concluded on 
January 6, 1953. 

Proposed findings and conclusions in docket Nos. G-1985 and G-—2013 were 
submitted by applicant on January 15, 1953, and by staff counsel on January 
16, 1953. The Commission has considered said proposed findings and conclusions 
and the record herein. Such findings and conclusions of applicant and staff 
counsel as are deemed appropriate and supported by the record have been 
adopted by the Commission and are included in this order. 

In docket No. G-1985, applicant proposes to convert one natural-gas pool in 
Ashland and Richland Counties, in Ohio, to storage use, which pool will be 
designated 3-F and will become a part of applicant’s existing Weaver storage 
area; to convert 4 natural-gas pools in Holmes, Wayne, and Ashland Counties, 
in Ohio, to storage use, which pools will be designated 7—A, 7—B, 7-C, and 7-D, 
and will form a new storage area to be known as Holmes storage area; and 
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to convert one natural-gas pool in Coshocton and Guernsey Counties, in Ohio, 
to storage use, which pool will be designated 8—A, and will form a new storage 
area to be known as Guernsey storage area. In connection with the proposed 
addition and development of storage pools, applicant proposed to construct and 
operate a 6,000-horsepower compressor station in the Holmes storage area, 
and approximately 78.2 miles of storage project lines ranging in size from 
3% to 20-inch pipe; approximately 14.2 miles of 20-inch and 4.6 miles of 85<-inch 
and 10-inch pipeline to connect storage areas with existing transmission 
facilities, and necessary auxiliary equipment, meters, valves, and other inci- 
dental facilities. 

Applicant also proposes to abandon and remove approximately 75.3 miles of 
existing well and gathering lines ranging in size from 2*%<-inch to 12%4-inch 
pipe, in connection with its proposed storage operations. 

The looping facilites proposed by applicant in docket No. G-2013 are designed 
to provide an additional 52,000 M. ¢. f. per day of system capacity and permit 
applicant to deliver approximately 50,000 M. c. f. per day into storage in the 
proposed Holmes storage area during July 1953. 

The record shows that the proposed conversion of the 6 pools hereinbefore 
described to storage use will provide additional storage capacity on applicant’s 
system of approximately 31,100,000 M. ¢. f. over presently estimated remain- 
ing reserves of approximately 6,400,000 M. ¢. f. in said pools. Applicant pro- 
poses to operate said pools at approximately 1,100 pounds per square inch gage 
to provide a combined daily deliverability from all pools of approximately 
355,000 M. c. f. when they are fully developed. 

The record further shows that the gas supplies relied upon by applicant for 
activation and operation of the proposed additional storage pool in the Weaver 
storage area and the 4 additional new pools comprising the proposed Holmes 
storage area will be provided from anticipated interruptible deliveries up to 
75.000 M. c. f. per day of natural gas from Texas Gas Transmission Corp. during 
the summer months of 1953 and thereafter, as well as other sources of gas 
supply now under contract to applicant or from the pooled supply of The 
Columbia Gas System, Inc., applicant's parent. 

The record shows that the proposed activation and operation of applicant's 
Guernsey storage area is dependent upon natural gas which is purchased in 
Texas from The Chicago Corp. by applicant's affiliate, The Manufacturers Light 
& Heat Company (Manufacturers), and which is transported for the account 
if Manufacturers by Tennessee Gas Transmission Co. (Tennessee). The record 
further shows that applicant is not now a customer of Tennessee, and that in 
order for applicant to receive natural gas from Tennessee for transportation to 
the proposed Guernsey storage area, a connection will be necessary with the 
existing system of Tennessee. Tennessee has not made application for authori- 
zation to establish such connection. 

Applicant presented evidence with respect to alternative methods of procu. 
ing sufficient gas supplies to activate and operate the Guernsey storage area. 
Both methods are dependent upon the construction and operation of new 
facilities for which no application has been made. 

The record also shows that the proposed storage pools are intended to be 
perated as intergral parts of applicant's existing natural-gas pipeline system 
to aid in providing adequate gas supplies and service to existing customers, 
as well as to safeguard market service in the event of pipeline failure or inter- 
ruption of deliveries from other supply sources. 

Geological data included in the record herein shows that the proposed new 
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similar storage pools, and that said proposed pools may be expected to meet 
the standards of an effective underground storage reservoir. 

The total estimated capital cost of the facilitities proposed in docket No. 
G-1985 is $4,880,000 and of the facilities proposed in docket No. G—2013 is 
$1,675,000. Credits to fixed capital arising from retirement of existing lines pro- 
posed to be abandoned in docket No. G—1985 result in a net increase in investment 
in facilities of approximately $4,585,690. Applicant proposes to obtain the funds 
required to finance the costs of construction of the proposed facilities from its 
parent company, The Columbia Gas System, Inc. The record contains evidence 
which shows that said parent company has agreed to provide such funds and 
that in the event additional financing is necessary on the part of The Columbia 
Gas System, Inc., by reason of advances to its subsidiaries, it will sell additional 
debt and equity securities. 

The evidence in the record indicates that the existing well and gathering 
lines which applicant proposes to abandon in docket No. G—1985 are facilities 
which have been used for the purpose of gathering gas, and that their use is 
not feasible in storage operations because of their inability to withstand increased 
pressures required for such operations. 

The Commission finds: 

(1) Applicant, an Ohio corporation having its principal place of business at 
Columbus, Ohio, owns and operates, among other facilities, a natural-gas trans- 
mission pipeline system located in the State of Ohio, transporting natural gas in 
interstate commerce, and by such operations applicant is engaged in the trans- 
portation and sale of natural gas in interstate commerce for resale for ultimate 
public consumption, subject to the jurisdiction of the Commission, and is, there- 
fore, a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order entered August 21, 1945, in 
docket No. G-371, 4 F. P. C. 1033. 

(2) The facilities which applicant proposes to construct and operate, herein- 
before described, are proposed to be used in the transportation and sale of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, as 
integral parts of applicant’s existing pipeline system, and the proposed construc- 
tion and operation thereof by applicant are subject to the requirements of subsec- 
tions (c) and (e) of section 7 of the Natural Gas Act. 

3) The facilities which applicant proposes to abandon and remove, herein- 
before described, have been used in gathering natural gas, and such abandon- 
ment and removal, as proposed by applicant, are not subject to the requirements 
of subsection (b) of section 7 of the Natural Gas Act. 

(4) Applicant is willing and able, with respect to the facilities hereinbefore 
described in connection with the Holmes and Weaver storage areas in docket 
No. G—1985, and with respect to all the facilities hereinbefore described in docket 
No. G-2013, properly to do the acts and to perform the service proposed and to 
conform to the provisions of the Natural Gas Act, and the requirements, rules, 
and regulations of the Commission thereunder. 

(5) Applicant is not able and willing properly to do the acts and to perform 
the service proposed with respect to the facilities hereinbefore described in con- 
nection with the Guernsey storage area in docket No. G—1985. 

(6) The construction and operation of the facilities hereinbefore described 
in docket No. G-1985 as constituting additions to the Weaver storage area. and 
as constituting facilities for the activation and operation of the Holmes storage 
area, and all the facilities hereinbefore described in docket No. G—2013, as pro- 
posed by applicant, are required by the public convenience and necessity, and 
certificates therefor should be issued as hereinafter ordered and conditioned. 
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(7) The establishment of a connection with the facilities of Tennessee Gas 
Transmission Co. is required to enable applicant to receive the volumes of natural 
gas upon which it relies for the proposed activation and operation of the 
Guernsey storage area, and the construction and operation of the facilities 
required for the establishment of such connection are subject to the requirements 
of subsections (c) and (e) of section 7 of the Natural Gas Act. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant to construct and operate the facilities hereinbefore 
described which are required in connection with the conversion of applicant's 
pools 3-F, in Ashland and Richland Counties, Ohio, and 7—A, 7—B, 7-C, and 7—D, 
in Holmes, Wayne, and Ashland Counties, Ohio, to storage service, all as more 
fully described in the application, as supplemented, in docket No. G—1985, for 
the transportation and sale of natural gas as therein set forth, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in the application, as supplemented, in docket 
No. G—2013, for the transportation and sale of natural gas as therein set forth, 
subject to the jurisdiction of the Commission, upon the terms and conditions of 
this order. 

(C) The following condition be and the same is hereby attached to the issuance 
of each of the certificates issued in paragraphs (A) and (B) hereof, respectively : 

The certificate herein granted shall be void and without force or effect unless 
accepted in writing by applicant within 30 days from the date of issuance of this 
order. 

(D) The following conditions be and the same are hereby attached to the 
exercise of rights granted by each of the certificates issued in paragraphs (A) and 
(B) hereof, respectively : 

(1) Construction of the facilities herein authorized shall be completed and the 
operation and service herein authorized shall be actually undertaken and regularly 
performed by applicant within two (2) years from the date of issuance of this 
order. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following: 

(a) within 10 days after the bona fide beginning of construction, notice of the 
date of such beginning ; 

(b) each 3 months after the date of issuance of this order, a progress report 
showing the exact status of the construction authorized herein ; 

(c) within 10 days after the facilities herein authorized have been constructed 
and placed in service, and the operations and service herein authorized have com- 
menced, notice of the date of such placement and commencement ; 

(d) within 6 months after the facilities herein authorized have been con- 
structed and placed in operation as herein authorized, a statement showing the 
actual cost of constructing said facilities by operating units, and showing sepa- 
rately the actual cost of labor, materials, rights-of-way, damages, surveys, engi 
neering, inspection, overhead, interest during construction, contingencies, and all 
other items of cost, together with a statement showing and explaining the cause 
for any difference between actual cost and estimates of cost relied upon by ap- 
plicant in these proceedings. 

(3) The certificates hereby issued are not transferable and each of said certif- 
icates shall be effective only so long as applicant continues the operations au- 


thorized respectively by this order issuing such certificates and in accordance 
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with the provisions of the Natural Gas Act, as well as any applicable rules, regu- 
lations, or orders of the Commission. 

(E) The application, as supplemented, in docket No. G—1985, so far as it 
requests authorization to construct and operate the facilities required for the 
activation, development, and operation of the proposed Guernsey storage area by 
conversion of applicant’s pool 8-A in Guernsey and Coshocton Counties, Ohio, to 
storage service, be and the same hereby is denied. 

(F) Applicant’s request for permission and approval of the abandonment 
of the facilities hereinbefore described, all as more fully described in the applica- 
tion, as supplemented, in docket No. G—1985, as proposed by applicant, be and 
the same hereby is dismissed. 


Draper, Commissioner, dissenting: 
I cannot agree with the majority action which resulted in denying applicant 
a certificate authorizing the operation of what is known as the Guernsey storage 
area, which is or would be dependent upon natural gas which is purchased in 
Texas from The Chicago Corp. by applicant’s affiliate, The Manufacturers Light & 
Heat Co., and which is transported for the account of that company by Tennessee 
Gas Transmission Co. Applicant would be required to construct only 1.3 miles of 
1034-inch line to connect the Guernsey storage area with Tennessee's facilities. 
The majority action in this matter is based upon a very narrow interpretation 
of a rule which the Commission has adopted, under which certain facilities at 
new delivery points are excluded from the provision of section 7 (c) of the 
Natural Gas Act. This rule provides: 
S. 2.55 Definition of term used in section 7 (c). For the purposes of sec- 


tion 7 (c) of the Natural Gas Act, as amended, the word “facilities” as 
used therein shall be interpreted to exclude: 


* o * . * 

(c) New delivery points. Metering and regulating installations and 
branch lines necessary to the establishment of new delivery points required 
for the delivery of gas to an existing customer for resale in a local community 
presently served from the same pipeline system by such customer. 


Under the applicant’s proposal part of the gas now transported and delivered 
to Manufacturers would be delivered to The Ohio Fuel Gas Co. for the account of 
Manufacturers by Tennessee through a new connection located in what is desig- 
nated as the North Zone in Tennessee’s F. P. C. gas tariff, original volume No. 2, 
rate schedules T-3 and T-4, transportation service, on file with this Commission 
since August 1950. Original sheet No. 9 contains the following: 


ARTICLE VIII 


The number of the points of delivery for all gas to be delivered by Ten- 
nessee to Manufacturers under this contract shall be such as is mutually 
agreed upon from time to time by Manufacturers and Tennessee, and such 
points of delivery shall be on Tennessee’s gas transmission pipeline at exact 
locations to be mutually agreed upon by the parties hereto. 


Tennessee takes the position that further authorization is not required and, 
therefore, has not applied for certificate to establish the new delivery point nec- 
essary to accomplish delivery of gas to Ohio Fuel for the account of Manufacturers 
as proposed. The majority construes the rule quoted above as not applying to 
the establishment of this new delivery point. Since in this case the new delivery 
point would be established within the area contemplated by the contract between 
the parties on file with the Commission and is not to result in any increase in 
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system capacity nor require additional sources of gas supply, I believe that a 
broad interpretation of this rule so as to exclude the facilities from the require- 
ments of section 7 of the act would be in the public interest. 


Order issuing license (major) 
The Montana Power Co. 
Project No. 2109 
February 6, 1953 


Application was filed May 16, 1952, by The Montana Power Co., of Butte, 
Montana, for a license under the Federal Power Act (hereinafter referred to as 
the act) for constructed major project No. 2109, known as the Morony hydro- 
electric development, located on the Missouri River, navigable waters of the 
United States, in Cascade County, Mont. 

The project, which was completed and placed in operation in January, 1930, 
consists of : 

(a) All lands constituting the project area and enclosed by the pruject bound- 
ary or the limits of which are otherwise defined, and/or interest in such lands 
necessary or appropriate for the purposes of the project, whether such lands or 
interest therein are owned or held by the applicant or by the United States; such 
project area and project boundary being more specifically shown and described 
by certain exhibits which formed part of the application for license and which 
are designated and described as follows: 

Echibit J—(F. P. C. No. 2109-1) entitled “General map of transmission lines” 
and which also shows the general location of hydroelectric plants on the Mis- 
souri River, signed The Montana Power Co. by J. E. Corette, vice president, on 
May 1, 1952. 

Erhibit K.—Sheet 1 (F. P. C. No. 2109-3) entitled “Detail map of project 
area”; Sheet 2 (F. P. C. No. 2109-2) entitled “General map of project area”; 
and Sheet 3 (F. P. C. No. 2109-8) entitled ““Morony-Rainbow 100 KV trans- 
mission line.” 

Note: Sheets 1 and 2 signed The Montana Power Co. by J. E. Corette, vice presi- 
dent, on May 1, 1952. Sheet 3 signed The Montana Power Co. by T. L. Doran, vice 
president, on May 1, 1952. 

(b) Principal structures, comprising a concrete gravity type dam 872 feet 
long and 116 feet high overall, located approximately 12 miles northeast of 
Great Falls, Mont., on the Missouri River, with a spillway having nine tainter 
gates, each 24 feet high by 34 feet long; a reservoir with normal water surface 
at elevation 2887 feet and about 4 miles long providing a usable storage capacity 
of 7,800 acre-feet; two 21-foot diameter steel penstocks through the dam; a 
powerhouse built integral with the dam containing two generating units, each 
consisting of a 31,000-horsepower turbine connected to a 25,000-kva generator; 
a substation ; a wood-pole 110-kv transmission line 7.44 miles long connecting the 
plant to the Rainbow Switchyard; and appurtenant facilities: the location, 
nature, and character of which are more specifically shown by the exhibits 
hereinbefore cited and by certain other exhibits which also formed part of the 
upplication for license and which are designated and described as follows: 

Erhibit L.—Four sheets signed The Montana Power Co. by J. E. Corette, vice 


president, on May 1, 1952, comprising: Sheet 1 (F. P. C. No. 2109-4) entitled 
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“Power house plans”; Sheet 2 (F. P. C. No. 2109-5) entitled “Power house cross 
section”; Sheet 3 (F. P. C. No. 2109-6) entitled “‘Dam and power house”; and 
Sheet 4 (F. P. C. No. 2109-7) entitled “Longitudinal section thru center line of 
units”; and 

Evrhibit M: One typewritten sheet entitled “General description of equipment 
Morony hydroelectric development” signed The Montana Power Co. by J. E. 
Corette, vice president on May 1, 1952. 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as part of the project is 
approved or acquiesced in by the Commission; also, all riparian or other rights. 
the use or possession of which is necessary or appropriate in the maintenance 
or operation of the project. 

{d) The authorized installed capacity of the project is 62,000 horsepower. 

The Secretary of the Army and the Acting Chief of Engineers have approved 
the plans of the existing project structures insofar as the interests of navigation 
are concerned. 

The Acting Secretary of the Interior has reported on the application. 

The Department of Fish and Game of the State of Montana has reported on 
the application. 

Applicant states that construction of the project was commenced in November 
1928, by Great Falls Power Co., its wholly-owned subsidiary, and that by deed 
dated March 25, 1929, it acquired all rights to the project and completed and 
placed it in operation in January, 1930. 

The Commission in its order issued December 7, 1948, in docket No. IT-5840, 
found, among other things, that the Missouri River, throughout its entire length, 
is a navigable water of the United States and a navigable water within the 
meaning of section 3 (8) of the Federal Power Act; that the applicant does not 
have necessary authority for the operation and maintenance of the Morony 
project; and that normal operation of the Morony project reservoir impairs and 
diminishes the navigable capacity of the Missouri River at and below Fort 
Benton and such effects may be expected to occur in the future under normal 
operations. The Commission, therefore, ordered, among other things, that the 
applicant file an aplication for a license under the Federal Power Act for the 
continued operation and maintenance of the Morony project. The applicant 
sought court review of the order, but the courts upheld the Commission. (Jon- 
tana Power Co. v. Federal Power Commission (C. A. 1950), 185 F. 2d 491, 
certiorari denied 340 U. S. 947, rehearing denied 341 U. S. 912.) 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State of 
New Jersey and has submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to effect the 
purposes of a license for the project. 

(2) No conflicting application is before the Commission. Public notice has 
been given as required by the act. 

(3) The project does not affect any Government dam, nor will the issuance of 
a license therefor as hereinafter provided affect the development of any water 
resources for public purposes which should be undertaken by the United States. 

(4) Under present circumstances and conditions and upon the terms and con- 
ditions hereinafter imposed, the project is best adapted to a comprehensive plan 
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for improving und developing the Missouri River for the use and benefit of inter- 
state or foreign commerce, for the improvement and utilization of water-power 
development, and for other beneficial public uses, including recreational purposes. 

(5) The installed horsepower capacity of the project hereinafter authorized 
is 62,000 horsepower and the energy generated thereby is used for public-utility 
purposes. 

(6) The 110-kv transmission line, approximately 7.44 miles long, extending 
from the substation at the project plant to the Rainbow switchyard, which ap- 
plicant states is the point of interconnection with its interconnected transmission 
system, is part of the project within the meaning of section 3 (11) of the act, 
and should be included in the license for the project. 

(7) The amount of annual charges to be paid under the license for the purpose 
of reimbursing the United States for the costs of administration of part I of the 
act is reasonable as hereinafter fixed and specified. 

(8) In accordance with section 10 (d) of the act, the rate of return upon the 
net investment in the project, and the proportion of surplus earnings to be paid 
into and held in amortization reserves, are reasonable as hereinafter specified. 

(9) The exhibits designated and described in paragraphs (a) and (b) above 
conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project. 

(10) The Missouri River, throughout its entire length, is a navigable water of 
the United States. 

The Commission orders: 

(A) This license is issued to The Montana Power Co. under section 4 (e) of 
the act for a period effective January 1, 1938, and terminating December 31, 1979, 
for the operation and maintenance of project No. 2109 upon the Missouri River, 
navigable waters of the United States, subject to the terms and conditions of the 
act which is incorporated by reference as a part of this license, and subject to such 
rules and regulations as the Commission has issued or prescribed under the pro- 
visions of the act. 

(B) This license is also subject to the terms and conditions set forth in form 
L-3,* entitled “Terms and conditions of license for constructed major project 
affecting navigable waters of the United States,” which terms and conditions are 
attached hereto and made a part hereof; and subject to the following special con- 
dition set forth herein as an additional article : 

Article 18. The licensee shall pay to the United States the following annual 
charge, effective as of January 1, 1938: 


For the purpose of reimbursing the United States for the costs of administration 
of part I of the act, 1 cent per horsepower on the authorized installed capacity 
(62,000 horsepower), plus 2% cents per 1,000 kilowatt-hours of gross energy 
generated by the project during the calendar year for which the charge is made. 


(C) The exhibits designated and described in paragraphs (a) and (b) above 
are approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act, 
and failure to file such an application shall constitute acceptance of this license. 
In acknowledgment of the acceptance of this license, it shall be signed for the 
licensee and returned to the Commission within 60 days from the date of issuance 
of this order. 

Chairman Buchanan not participating. 


*See 836. 





836 FEDERAL POWER COMMISSION 


Form L-3 


TERMS AND CONDITIONS OF LICENSE FOR CONSTRUCTED MAJOR PROJECT AFFECT- 
ING NAVIGABLE WATERS OF THE UNITED STATES 


Article 1. The entire project, as described in the order of the Commission, 
shall be subject to all the provisions, terms, and conditions of the license. 

Article 2. No substantial change shall be made in the maps, plans, specifica- 
tions, and statements described and designated as exhibits and approved by the 
Commission in its order as a part of the license until such change shall have been 
approved by the Commission: Provided, however, that if the Licensee or the 
Commission deems it necessary or desirable that said approved exhibits, or any 
of them, be changed, there shall be submitted to the Commission for approval 
amended, supplemental, or additional exhibit or exhibits covering the proposed 
changes which, upon approval by the Commission, shall become a part of the 
license and shall supersede, in whole or in part, such exhibit or exhibits there- 
tofore made a part of the license as may be specified by the Commission. 

Article 3. If the Licensee shall contemplate any alteration in or addition to the 
project area or project works shown and described by the approved exhibits 
referred to in Article 2 herein, the Licensee shall submit to the Commission for 
approval amended, supplemental, or additional exhibits under the provisions of 
said article covering such alteration or addition, together with a statement in 
writing setting forth the reasons which necessitate or justify such alteration or 
addition. Except when emergency shall require for the protection of naviga- 
tion, life, health, or property, no substantial alteration or addition not in con- 
formity with the approved plans shall be made to any dam or other project 
works under the license without the prior approval of the Commission ; and any 
emergency alteration or addition so made shall thereafter be subject to such mod- 
ification and change as the Commission may direct. Minor changes in the 
project works or divergence from such approved exhibits may be made if such 
changes will not result in decrease in efficiency, in material increase in cost, or 
in impairment of the general scheme of development; but any of such minor 
changes made without the prior approval of the Commission, which in its judg- 
ment have produced or will produce any of such results, shall be subject to such 
alteration as the Commission may direct. The Licensee shall comply with such 
rules and regulations of general or special applicability as the Commission may 
from time to time prescribe for the protection of life, health, or property. 

Article 4. The project, including its operation and maintenance and any work 
incident to additions or alterations, shall be subject to the inspection and super- 
vision of the Regional Engineer, Federal Power Commission, in the region where- 
in the project is located, or of such other officer or agent as the Commission may 
designate, who shall be the authorized representative of the Commission for such 
purposes. The Licensee shall furnish to said representative such information 
as he may require concerning the operation and maintenance of the project, 
and of any alteration thereof, and shall notify him of the date upon which work 
with respect to any alteration will begin, and as far in advance thereof as said 
representative may reasonably specify, and shall notify him promptly in writing 
of any suspension of work for a period of more than one week, and of its resump- 
tion and completion. The Licensee shall allow him and other officers or em- 
ployees of the United States, showing proper credentials, free and unrestricted 
access to, through, and across the project lands and project works in the per- 
formance of their official duties. 

Article 5. For the purpose of determining the stage and flow of the stream or 
streams from which water is diverted for the operation of the project works, 
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the amount of water held in and withdrawn from storage, and the effective head 
on the turbines, the Licensee shall install and thereafter maintain such gages 
and stream-gaging stations as the Commission may deem necessary and best 
adapted to the requirements; and shail provide for the required readings of such 
zages and for the adequate rating of such stations. The Licensee shall also 
install and maintain standard meters adequate for the determination of the 
amount of electric energy generated by said project works. The number, char- 
acter, and location of gages, meters, or other measuring devices, and the method 
of operation thereof, shall at all times be satisfactory to the Commission and 
may be altered from time to time if necessary to secure adequate determinations, 
but such alteration shall not be made except with the approval of the Commission 
or upon the specific direction of the Commission. The installation of gages, the 
ratings of said stream or streams, and the determination of the flow thereof, shall 
be under the supervision of, or in cooperation with, the District Engineer of the 
United States Geological Survey having charge of stream-gaging operations in 
the region of said project, and the Licensee shall advance to the United States 
Geological Survey the amount of funds estimated to be necessary for such super- 
vision or cooperation for such periods as may be mutually agreed upon. The 
Licensee shall keep accurate and sufficient record of the foregoing determinations 
to the satisfaction of the Commission, and shall make return of such records an- 
nually at such time and in such form as the Commission may prescribe. 

Article 6. In the maintenance of the project works, the Licensee shall place 
and maintain suitable structures and devices to reduce to a reasonable degree 
the liability of contact between its transmission lines, and telegraph, telephone, 
and other signal wires or power transmission lines constructed prior to its trans- 
mission lines and not owned by the Licensee, and shall also place and maintain 
suitable structures and devices to reduce to a reasonable degree the liability 
of any structures or wires falling and obstructing traffic and endangering life 
on highways, streets, or railroads. 

Article 7. So far as is consistent with proper operation of the project, the 
Licensee shall allow the public free access, to a reasonable extent, to project 
waters and adjacent lands owned by the Licensee for the purpose of full public 
utilization of such lands and waters for navigation and recreational purposes, 
including fishing and hunting, and shall allow for such purposes the construction 
of access roads, wharves, landings, and other facilities on its lands the occupancy 
of which may in appropriate circumstances be subject to payment of rent to the 
Licensee in a reasonable amount: Provided, that the Licensee may reserve from 
public access such portions of the project waters, adjacent lands, and project 
facilities as may be necessary for the protection of life, health, and property 
and Provided further, that the Licensee’s consent to the construction of access 
roads, wharves, landings, and other facilities shall not, without its express 
agreement, place upon the Licensee any obligation to construct or maintain such 
facilities. 

Article 8. Insofar as any material is dredged or excavated in the prosecution 
of any work authorized under the license, or in the maintenance of the project, 
such material shall be removed and deposited so it will not interfere with naviga- 
tion, and will be to the satisfaction of the District Engineer, Department of the 
Army, in charge of the locality. 

Article 9. Whenever the United States shall desire to construct, complete, or 
improve navigation facilities in connection with the project, the Licensee shall 
convey to the United States, free of cost, such of its lands and its rights-of-way 
and such right of passage through its dams or other structures, and permit such 
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control of pools as may be required to complete and maintain such navigation 
facilities. 

Article 10. The Licensee shall furnish free of cost to the United States power 
for the operation and maintenance of navigation facilties at the voltage and fre- 
quency required by such facilities and at a point adjacent thereto whether said 
facilities are constructed by the Licensee or by the United States. 

Article 11. The operation of any navigation facilities which may be constructed 
as a part of or in connection with any dam or diversion structure constituting a 
part of the project works shall at all times be controlled by such reasonable rules 
and regulations in the interest of navigation, including the control of the level 
of the pool caused by such dam or diversion structure, as may be made from 
time to time by the Secretary of the Army. Such rules and regulations may 
include the construction, maintenance, and operation by the Licensee, at its 
own expense, of such lights and signals as may be directed by the Secretary of 
the Army. 

Article 12. The United States specifically retains and safeguards the right 
to use water in such amount, to be determined by the Secretary of the Army, 
as may be necessary for the purposes of navigation on the navigable waterway 
affected; and the operations of the Licensee, so far as they affect the use, storage 
and discharge from storage of waters affected by the license, shall at all times 
be controlled by such reasonable rules and regulations as the Secretary of the 
Army may prescribe in the interest of navigation, and as the Commission may 
prescribe for the protection of life, health, and property, and in the interest of 
the fullest practicable conservation and utilization of such waters for power 
purposes and for other beneficial public uses, including recreational purposes; 
and the Licensee shall release water from the project reservoir at such rate in 
cubic feet per second, or such volume in acre-feet per specified period of time, 
as the Secretary of the Army may prescribe in the interest of navigation, or as 
the Commission may prescribe for the other purposes hereinbefore mentioned. 

Article 13. The actual legitimate original cost, estimated where not known, 
and the accrued depreciation of the project as of the effective date of the license 
shall be determined by the Commission in accordance with the Act and the rules 
and regulations of the Commission, and such cost less such accrued depreciation, 
so determined, shall be the net investment in the project as of such effective 
date. 

Article 14. After the first twenty (20) years of operation of the project under 
the license, six (6) percent per annum shall be the specified rate of return on 
the net investment in the project for determining surplus earnings of the project 
for the establishment and maintenance of amortization reserves, pursuant to 
Section 10 (d) of the Act; one-half of the project surplus earnings, if any, ac- 
cumulated after the first twenty years of operation under the license, in excess 
of six (6) percent per annum on the net investment, shall be set aside in a 
project amortization reserve account as of the end of each fiscal year, provided 
that, if and to the extent that there is a deficiency of project earnings below six 
(6) percent per annum for any fiscal year or years after the first twenty years 
of operation under the license, the amount of such deficiency shall be deducted 
from the amount of any surplus earnings accumulated thereafter until absorbed, 
and one-half of the remaining surplus earnings, if any, thus cumulatively com- 
puted, shall be set aside in the project amortization reserve account; and the 
amounts thus established in the project amortization reserve account shall be 
maintained therein until further order of the Commission. 

Article 15. No lease of the project or part thereof whereby the lessee is granted 
the exclusive occupancy, possession, or use of project works for purposes of gen- 
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erating, transmitting, or distributing power shall be made without the prior writ- 
ten approval of the Commission ; and the Commission may, if in its judgment the 
situation warrants, require that all the conditions of the license, of the Act, and 
of the rules and regulations of the Commission shall be applicable to such lease 
and to such property so leased to the same extent as if the lessee were the Licen- 
see: Provided, that the provisions of this article shall not apply to parts of the 
project or project works which may be used by another jointly with the Licensee 
under a contract or agreement whereby the Licensee retains the occupancy, 
possession, and control of the property so used and receives adequate considera- 
tion for such joint use, or to leases of land while not required for purposes of gen- 
erating, transmitting, or distributing power, or to buildings or other property not 
built or used for said purposes, or to minor parts of the project or project works, 
the leasing of which will not interfere with the usefulness or efficient operation 
of the project by the Licensee for such purposes. 

irticle 16. The Licensee, its successors and assigns will, during the period of 
the license, retain the possession of all project property covered by the license as 
issued or as later amended, including the project area, the project works, and all 
franchises, easements, water rights, and rights of occupancy and use; and that 
none of such properties necessary or useful to the project and to the development, 
transmission, and distribution of power therefrom will be voluntarily sold, trans- 
ferred, abandoned, or otherwise disposed of without the approval of the Com- 
mission: Provided, that a mortgage or trust deed or judicial sales made there- 
under, or tax sales, shall not be deemed voluntary transfers within the meaning 
of this article. In the event the project is taken over by the United States upon 
the termination of the license, as provided in Section 14 of the Act, or is transfer- 
red tu a new licensee under the provisions of Section 15 of the Act, the Licensee, 
its successors and assigns will be responsible for and will make good any defect 
of title to or of right of user in any of such project property which is necessary 
or appropriate or valuable and serviceable in the maintenance and operation of 
the project, and will pay and discharge, or will assume responsibility for pay- 
ment and discharge, of all liens or incumbrances upon the project or project 
property created by the Licensee or created or incurred after the issuance of the 
license: Provided, that the provisions of this article are not intended to pre- 
vent the abandonment or the retirement from service of structures, equipment, 
or other project works in connection with replacements thereof when they be- 
come obsolete, inadequate, or inefficient for further service due to wear and tear, 
or to require the Licensee, for the purpose of transferring the project to the 
United States or to a new licensee, to acquire any different title to or right of 
user in any of such project property than was necessary to acquire for its own 
purposes as Licensee. 

Article 17. The terms and conditions expressly set forth in the license shall 
not be construed as impairing any terms and conditions of the Federal Power 
Act which are not expressly set forth herein. 





Supplemental order 
The Ohio Fuel Gas Co. 
Docket Nos. G-1985, G—2013 
February 6, 1953 


Upon further consideration of the record in the above-entitled proceedings, 
the Commission orders that the following supplement issue to its findings and 
order in these proceedings, adopted on January 29, 1953: 
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Supply for applicant’s proposed operation of the Guernsey storage area con- 
templates and depends upon its purchase from The Manufacturers Light & Heat 
Co. (Manufacturers) of gas purchased by the latter in Texas and transported 
for it by Tennessee Gas Transmission Co. (Tennessee). Manufacturers has not 
applied for authority to make such a sale to applicant, as required by section 7 
(c) of the act. Nor has Tennessee applied for authority to deliver such gas to 
applicant. Such an application is required by section 7 (c) and not excused 
by section 2.55 (c) of the Commission’s regulations under the Natural Gas 
Act, as may be presumed by Tennessee. The essential purpose of this 
regulation is to avoid needless reconsideration under section 7 (c) of the 
act, of an applicant’s ability to perform and of the requirements of public conven- 
ience and necessity where it proposes facilities merely for a new point of delivery 
to an existing customer for resale in a local community presently served from 
the applicant’s line by that same customer. Here, Ohio Fuel is not an “existing 
customer” of Tennessee. Nor can it be said that the proposed storage by Ohio 
Fuel and later system use of the gas delivered by Tennessee would in any sense 
be confined to gas resold by Ohio Fuel “in a local community” presently served 
from Tennessee’s line by Ohio Fuel. In short, a decision whether to certificate 
the delivery by Tennessee would constitute an initial determination under section 
7 (c) and not a needless reconsideration of a prior decision. And no answer is 
afforded by the fact that Tennessee’s rate filings include a provision to the effect 
that points of delivery by Tennessee to Manufacturers shall be at locations 
agreed upon by those parties. Delivery here would be to Ohio Fuel. Moreover, 
the Commission’s regulations have long provided that Commission acceptance of 
such a filing shall not be considered as approval by the Commission (section 
154.23), and furthermore the Commission’s orders of acceptance for filing have 
consistently provided that they shall not constitute a waiver of the certificate 
requirements of section 7 (c) of the act. 


Commissioner Draper not participating. 


Order on appeal to the Commission from certain rulings of presiding examiner 
with respect to the admissibility of evidence 


Panhandle Eastern Pipe Line Company, G-1116, G-1240, G-1317, G-—1344, 
G-1417; City of Port Huron, City of Marysville, City of St. Clair, Michigan, mu- 
nicipal corporations, Southeastern Michigan Gas Company, G-1415; Michigan 
Consolidated Gas Company, complainant, v. Panhandle Eastern Pipe Line Com- 
pany, defendant, G-1379; Northern Indiana Fuel & Light Company, G-—1457; 
Missouri Central Natural Gas Company, G-1509; The Central West Utility Com- 
pany, G-1616; Michigan Gas Utilities Company, G—1625; City of Auburn, IIli- 
nois, G—1659. 


February 9, 19538 


During the course of the hearing in the above-docketed proceedings, Commis- 
sion staff counsel on January 30, 1953, filed with the Commission an appeal from 
certain rulings of the presiding examiner made during the hearing admitting 
into the record certain evidence pertaining to the “weighted average field prices” 
and the so-called “fair field price” of natural gas, which was being introduced 
by oral and exhibit testimony by Panhandle Eastern Pipe Line Co. (Panhandle). 
Earlier in the hearing on March 20, 1950 and on September 6, 1952, Panhandle 
had presented testimony pertaining to the “attributed well head value” of natu- 
ral gas which it produces in Oklahoma and Kansas and “average well head” 
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price of natural gas which it produces in Texas, and current prices there being 
paid for natural gas produced in the three States. While Commission staff coun- 
sel has had a continuing objection to all of such testimony, no appeal from the 
ruling of the presiding examiner admitting such testimony has heretofore been 
filed with the Commission. 

Upon consideration of Commission staff counsel's appeal, the evidence objected 
to, and sought to be stricken by motion, we are of the opinion that such evidence 
should remain in the record for consideration in the ultimate decision of the pro- 
ceedings. We desire to make it clear, however, that at this time we decide no 
more than that the evidence should remain in the record. This evidence, like 
all other in the record, must be evaluated and weighed in the light of the provi- 
sious of the Natural Gas Act, at the time of final decision of the issues raised and 
the arguments made by the parties. 

For the reasons hereinbefore set forth, the Commission orders: 

The appeal of Commission staff counsel from the rulings of the presiding 
examiner be and it hereby is denied, and the rulings of the presiding examiner 
admitting into the record the afore-mentioned evidence are sustained. 

Chairman Buchanan and Commissioner Doty dissenting. 

BUCHANAN, Chairman, dissenting: 


The question posed before the Commission in this case is precisely the same 
question that was before it in City of Pittsburgh v. Kentucky, West Virginia Gas 
Co. and Pittsburgh and West Virginia Gas Co., docket Nos. G-627 and G-—635, 7 
FPC 137). In that proceeding the Commission upheld the decision of the 
presiding examiner in rejecting evidence as to field prices of natural gas similar 
to that offered here.’ It is clear from the majority action reversing the 
Pittsburgh case, supra, that the Commission in administering the Natural Gas 
Act has reached another fork in the regulatory road. Whether the Commission’s 
decision will lead to the abandonment of its present cost of service policy, I do 
not pretend to know, but for the sake of the consumers of natural gas I siucerely 
hope not. It must be admitted that this change is a long step toward such 
abandonment. 

The Commission has consistently adhered to the cost basis of regulation for, 
as we said in the City of Pittsburgh case: 

* * * we believed it to be just to consumers and utilities alike and this 
system will serve, we believe, during periods of depreciation or inflation to 
secure the continuity of an adequate gas supply and the financial soundness 
of the natural gas companies themselves. 

There is no question of our authority to fix just and reasonable rates upon the 
basis of including the production and gathering department of the natural gas 
company in the rate base and treating such department as an integral part of 
the utility’s operations which of course it is. (Canadian River Gas Co. v. 
F. P. C., 324 U. S. 581). Likewise, there is no question of our authority to 
exclude evidence of fair value. See Panhandle Eastern Pipe Line Co. v. Federal 
Power Commission, 143 F. 2d 448, affirmed 324 U. S. 635. 

The Pittsburgh, Canadian, and Panhandle cases, supra, pose the question: 
should the Commission be concerned with “fair field” price evidence in this case 
if it is not required to consider such evidence, has never considered it in the past 
and in fact has specifically rejected it as “conjectural and illusory”?? On the 
basis of those cases the answer must be negative. 


1The staff objection also ran to a certain order of the Oklahoma Corporation Commis- 
sion, but my dissent does not run to the receipt of such order in evidence in this case. 
2 Pittaburgh v. Kentucky, et al., supra, at page 116. 
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As the Phillips decision, F. P. C. opinion No. 217, docket No. G-1148, was in 
effect an enactment without Congressional action, of the so-called Kerr Bill, 
S. 1498, vetoed ad H. R. 1758, Sist Cong. 2d sess., H. Doc. No. 555, just so this 
interlocutory decision could be the forerunner to effecting the objectives of the 
prior and likewise unsuccessful so-called Moore-Rizley Bill, H. R. 4051, 80th 
Cong. ist sess., at the final decision in this case. All that was said at the 
Congressional hearings on those bills on the public side would apply here. 

I must dissent from the majority action. 


Order authorizing sale and acquisition of facilities 
Pennsylvania Water & Power Co. and Metropolitan Edison Co. 
Docket Nos. E-6465 and E-6469 
February 12, 1953 


Pennsylvania Water & Power Co. (Penn Water), a corporation organized 
under the laws of Pennsylvania, having its principal business office at Baltimore, 
Md., filed its application on November 26, 1952, for an order authorizing the sale 
of its facilities located at the Violet Hill substation in York County, Pa. 
Metropolitan Edison Co. (Metropolitan), a corporation organized under the 
laws of Pennsylvania, having its principal place of business at Reading, Pa., 
filed its application on December 2, 1952, for an order disclaiming jurisdiction 
by the Commission over the purchase of the facilities referred to above, or, 
in the alternative, for an order approving such purchase. 

The Violet Hill substation is owned in part by Penn Water and in part by 
Metropolitan, and Penn Water proposes to sell ali of its facilities located at 
the substation. The facilities consist of the high-voltage terminal and inter- 
connection facilities of the Violet Hill substation together with appurtenant 
land. The facilities now serve as an interconnection between two 66-kilovolt 
lines of Penn Water and two 66-kilovolt lines of Metropolitan and between these 
four lines and the step-down substation facilities owned by Metropolitan. 

The applications state that the facilities will continue to be used for the 
same purpose after the proposed sale as before, that until the proposed purchase 
is completed, the facilities, now Penn Water’s property, are interposed in the 
only high-voltage interconnection between Metropolitan’s facilities at the Violet 
Hill substation and its Smith Street substation in York, Pa., and that the pur- 
chase by Metropolitan will place under its ownership and control all of the 
substation facilities at Violet Hill, will facilitate any necessary expansion of 
such facilities and will simplify operation and maintenance procedure of both 
Penn Water and Metropolitan. 

The purchase price of the facilities proposed to be sold by Penn Water and 
purchased by Metropolitan is $110,357.47 representing net investment in plant 
of $108,423.83* and materials and supplies of $1,983.64. There will thus result 
no acquisition adjustment on the books of Metropolitan. 

In accordance with the previous announcement in its application, Penn Water 
on December 23, 1952, submitted a supplemental agreement providing for changes 
in its service agreement with Metropolitan as modified by rate schedule D pre- 
scribed in the Commission’s order issued October 27, 1949, in docket No. IT-5915. 
The new supplemental agreement, among other things, reduces Penn Water’s 


1 The original cost of the facilities is stated to be $139,456.01 with an applicable reserve 
for depreciation of $31,032.18. 
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special facility charge from $3,567 per month to $2,720 per month in order to 
reflect the transfer of Penn Water’s facilities at the Violet Hill substation to 
Metropolitan. 

Written notice of the application in docket No. E-6465 has been given to 
the Public Utility Commission of Pennsylvania, the Public Service Commission 
of Maryland, and to the Governor of each of those States; written notice of 
the application in docket No. E—6469 has been given to the Public Utility Commis- 
sion and Governor of Pennsylvania. Notices of each application were also pub- 
lished in the Federal Register on December 9, 1952 (17 F. R. 11, 151-52), stating 
that any person, desiring to be heard or to make any protest with reference to 
the applications, should file a petition or protest on or before December 22, 1952. 
No protest or petition or request to be heard in opposition to the granting of 
such applications has been received. 

The Commission finds: 

(1) Penn Water, a corporation, is a public utility within the meaning of 
section 203 of the Federal Power Act subject to the jurisdiction of the Com- 
mission as heretofore described and set out in the Commission's order issued 
January 5, 1949, In the Matter of Pennsylvania Water &€ Power Co., docket No. 
IT-5915, 8 F. P. C. 97. 

(2) Metropolitan, a corporation, is a public utility within the meaning of 
section 203 of the Federal Power Act subject to the jurisdiction of the Com- 
mission as heretofore described and set out in the Commission’s order dated 
March 7, 1950, In the Matter of Metropolitan Edison Company, docket No. 
E-6113, 9 F. P. C. 572. 

(3) By the proposed sale of facilities Penn Water will sell and dispose 
of facilities subject to the jurisdiction of the Commission within the meaning 
and subject to the requirements of section 203 of the Federal Power Act. 

(4) By the proposed acquisition of facilities Metropolitan will merge or con- 
solidate its facilities subject to the jurisdiction of the Commission with the fa- 
cilities of another person within the meaning and subject to the requirements of 
section 203 of the Federal Power Act. 

(5) The period of notice in this matter is reasonable. 

(6) The proposed transaction will enable Metropolitan to transmit energy at 
high voltage from one part of its system to another without the use of facilities 
owned by Penn Water, will facilitate any necessary expansion of such facilities, 
will simplify operation and maintenance procedure of both Penn Water and 
Metropolitan, and will be consistent with the public interest. 

The Commission orders: 

(A) Metropolitan's application in docket No. E-6469 for a disclaimer by the 
Commission of jurisdiction over the purchase of the facilities referred to above 
be and it hereby is denied. 

(B) The proposed sale by Penn Water of facilities at the Violet Hill substation 
and the proposed merger or consolidation by Metropolitan of these facilities sub- 
ject to the jurisdiction of the Commission be and the same hereby are authorized 
and approved upon the terms and conditions set forth in the applications, subject 
to the provisions of this order. 

(C) This authorization and approval shall expire unless the transactions 
hereby authorized and approved are consummated within 60 days from the entry 
of this order. 

(1D) The foregoing authorization and approval shall be without prejudice to 
the authority of this Commission or any other regulatory body with respect to 
rates, service, accounts, valuations, estimates or determinations of cost, or any 
other matter whatsoever which may come before this Commission or any other 
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regulatory body, and nothing in this order shall be construed as an acquiescence 
by this Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted. 


Order further amending order issuing certificate of public convenience 
and necessity 


Piedmont Natural Gas Co., Inc. 
Docket No. G—1413 
February 13, 1953 


Piedmont Natural Gas Co., Inc. (Piedmont Natural), a New York corpora- 
tion, filed on December 31, 1952, a petition to further amend the certificate of 
public convenience and necessity issued to Piedmont Natural in the above-entitled 
matter on January 19, 1951, in the manner hereinafter set forth. 

On March 23, 1951, Piedmont Natural filed a petition to amend its certificate 
of public convenience and necessity issued in docket No. G-1413 to authorize it 
to substitute with respect to its Greensboro-Burlington lateral 9.9 miles of 12- 
inch pipe and 23.4 miles of 10-inch pipeline for the 10.8 miles of 8-inch and 18.4 
miles of 4-inch which had been authorized, and to construct a metering station to 
measure gas which it proposed to transport for the Public Service Co. of North 
Carolina, Ine. (Public Service). By order issued June 7, 1951, the Commission 
amended Piedmont Natural’s certificate of public convenience and necessity in 
substantial conformity with the petition of March 23, 1951. 

The certificate of public convenience and necessity issued at docket No. G-1413 
was conditioned, however, so as to require Piedmont Natural to file an appro- 
priate tariff providing for a charge not in excess of $80,000 per annum for the 
transportation of natural gas as proposed by Piedmont Natural. 

Piedmont Natural, by its petition of December 31, 1952, requests that its cer- 
tificate of public convenience and necessity be further amended so as to authorize 
the substitution of 9 miles of 12-inch pipe in lieu of 9.9 miles of 12-inch pipe, 
the substitution of 25.8 miles of 10-inch pipe in lieu of 23.4 miles of 10-inch pipe, 
a different delivery point of natural gas transported for the account of Public 
Service, and the minor rerouting of said 10-inch pipe around Burlington, N. C. 

In its order issued June 7, 1951, the Commission concluded that the transpor- 
tation of natural gas, by means of the facilities therein authorized, received from 
Transcontinental Gas Pipe Line Corp. for the account of Public Service, for an 
annual transportation charge of $80,000, did not appear to be unreasonable. 
Piedmont Natural, by its petition of December 31, 1952, proposes an annual trans- 
portation charge of $85,000 in lieu of the annual transportation charge of $80,000. 

It appears that Piedmont Natural’s proposal, as above outlined, will be ad- 
vantageous to Public Service in that the latter company will be relieved of the 
cost of constructing 1.86 miles of transmission pipe line. The cost data submitted 
by Piedmont Natural supports the conclusion that the increase in the trans- 
portation charge by Piedmont Natural from $80,000 to $85,000 is not unreason- 
able in the circumstances, and the certificate of public convenience and necessity 
as hereinafter amended will be conditioned to require the filing of an appropriate 
tariff providing for a charge not in excess of $85,000 per annum for such 
transportation. 

The Commission finds: 

It is appropriate in carrying out the provisions of the Natural Gas Act that 
the order issuing a certificate of public convenience and necessity issued January 
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1), 1951, as amended by the order issued June 7, 1951, be further amended as 
hereinafter ordered. 

The Commission orders: 

(A) The certificate of public convenience and necessity, issued January 19, 
1951, to the Piedmont Natural Gas Co. Inc., as heretofore amended by the 
Comniission’s order issued June 7, 1951, at docket No. G-1413, be and the same 
is hereby further amended to authorize Piedmont Natural to construct and 
eperate, in substitution of previously authorized facilities constituting the 
Greensboro-Burlington lateral: 9 miles of 12-inch pipe in lieu of 9.9 miles of 
12-inch pipe, 25.8 miles of 10-inch pipe in lieu of 23.4 miles of 10-inch pipe, a 
different delivery point for delivery of natural gas transported for the account 
of Public Service Co. of North Carolina, Inc., and minor rerouting of said 10-inch 
pipe around Burlington, N. C., all as more fully described in its petition filed on 
December 31, 1952. 

(B) Such certificate is further amended to require Piedmont Natural Gas Co., 
Inc., to submit a tariff satisfactory to the Commission at least three months 
prior to commencement of operations for the transportation of natural gas for 
the account of Public Service Co. of North Carolina, Inc., which shall provide 
for a charge not in excess of $85,000 per annum for such transportation. 


Findings and order issuing a certificate of public convenience and necessity 
The Ohio Fuel Gas Co. 
Docket No. G—20384 
February 16, 19538 


On August 21, 1952, The Ohio Fuel Gas Co. (applicant) filed with the Com- 
mission an application, which was supplemented on September 26, 1952, and 
on December 10, 1952, for a certificate of public convenience and necessity pur- 
suant to section 7 of the Natural Gas Act, authorizing the construction and 
operation of approximately 6.9 miles of 16-inch pipe line which replaced two 
segments of 10% inch natural-gas transmission pipe line located on applicant’s 
lines “Z” and “Z-—62” near Springfield, Clark County, Ohio, and the construction 
and operation of a new 140-brake horsepower compressor station near Urbana, 
in Champaign County, Ohio. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 4, 1953 respecting the matters involved and the issues presented 
by said application, as supplemented. No protest to the application has been 
received. 

In its supplement filed on December 10, 1952, applicant states that the re- 
Placement pipeline facilities proposed in its original application have been 
constructed, and that construction on the proposed 140-brake horsepower com- 
pressor station was commenced but has now been interrupted. Applicant further 
States that completion of planning and construction proceeded prior to the 
issuance of a certificate of public convenience and necessity through failure 
of adequate internal company liaison between persons responsible for actual 
construction and those directly responsible for planning such construction. Ap- 
plicant further states that the original facilities have been removed, and that 
the replacement facilities cannot be removed from operation without disrupting 
service to existing markets 


Applicant requests modification of its application 
to request ouly authorization for the continued operation of said replacement 
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facilities, and for the construction and operation of said 140-brake horsepower 
compressor station. 

Temporary authorization to construct and operate said compressor station 
was granted on January 138, 1953. 

The record shows that the portion of line “Z’’ which was replaced, consisting 
of approximately 5.1 miles of 10%4-inch pipe, was installed in 1889, and that the 
portion of line “Z-62” which was replaced, consisting of approximately 1.8 miles 
of 10%4-inch pipe, was installed in 1914. Because of pressure limitations, the 
facilities which were replaced were deemed inadequate to withstand pressures 
required for service to the Springfield-Bellefontaine, Ohio, areas estimated for 
the peak day of 1952-1953. The estimated capacity of said facilities was approxi- 
mately 34,000 M. c. f. to 37,600 M. ce. f. per day, and the estimated peak-day require- 
ments in the Springfield-Bellefontaine area on the 1952-53 peak day were 45,230 
M. c. f. 

The record further shows that, with the replacement facilities in place including 
the compressor station, the system of lines serving the Springfield-Beilefontaine 
area are adequate to meet peak-day requirements of the 1952-53 winter and also 
estimated peak-day requirements of 49,600 M. c. f. in that area for the winter of 
1953-1954. No additional markets are proposed to be served by means of the pro- 
posed facilities. 

The cost of construction of the replacement facilities in line “Z” was $193,300, 
and of the replacement facilities in line “Z-62” was $68,700. The estimated cost 
of construction of the proposed compressor station is $30,540. The estimated 
total overall capital cost of the facilities involved is $292,540. The net salvage 
value of the replaced pipe is estimated by applicant to be approximately $20,800. 

The Commission finds: 

(1) Applicant, an Ohio corporation having its principal place of business at 
Columbus, Ohio, owns and operates, among other facilities, a natural-gas trans- 
mission pipeline system located in the State of Ohio, transporting natural gas in 
interstate commerce, and by such operations applicant is engaged in the trans- 
portation and sale of natural gas in interstate commerce for resale for ultimate 
public consumption, subject to the jurisdiction of the Commission, and is, there- 
fore, a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order entered August 21, 1945, in 
docket No. G-371, 4 F. P. C. 1033. 

(2) The facilities hereinbefore described, which applicant has constructed as 
replacement facilities, are being used in the transportation and sale of natural gas 
in interstate commerce, subject to the jurisdiction of the Commission, as integral 
parts of applicant’s existing pipeline system, and the continued operation thereof 
by applicant is subject to the requirements of subsections (c) and (e) of section 7 
of the Natural Gas Act. 

(3) The facilities hereinbefore described which applicant proposes to construct 
and operate are proposed to be used in the transportation and sale of natural gas 
in interstate commerce, subject to the jurisdiction of the Commission, as an 
integral part of applicant’s existing pipeline system, and the proposed construc- 
tion and operation thereof by applicant are subject to the requirements of subsec- 
tions (c) and (e) of section 7 of the Natural Gas Act. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and hereafter to conform to the provisions of the Natural Gas 
Act, and the requirements, rules, and regulations of the Commission thereunder. 

(5) Applicant having requested the omission of the intermediate decision pro- 
cedure and all the requirements of the provisions of section 1.32 (b) of the Com- 
mission’s rules of practice and procedure (18 C. F. R. 1.32 (b)) having been 
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satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(6) The construction and operation of the 140-brake horsepower compressor 
station hereinbefore described, and the continued operation of the replacement 
facilities hereinbefore described, as proposed by applicant, are required by the 
_ public convenience and necessity, and a certificate therefor should be issued as 
hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant to construct and operate the 140-brake horsepower 
compressor station hereinbefore described, and to continue the operation of the 
replacement facilities hereinbefore described, all as more fully described in the 
application as supplemented in this proceeding for the sale of natural gas as there- 
in set forth, upon the terms and conditions of this order. 

(B) The following condition be and the same is hereby attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate herein granted shall be void and without force or effect unless 
accepted in writing by applicant within 30 days from the date of issuance of this 
order: Provided, however, That such acceptance may be filed within 30 days from 
the date of issuance of the order of the Commission upon an application for re- 
hearing of this order, if any, or within 30 days from the date on which such ap- 
plication may be deemed to have been denied when the Commission has not acted 
on such application within 30 days after it has been filed; and Provided, further, 
That such acceptance may be filed within 30 days after final disposition of proceed- 
ings for judicial review of any petition for review of this order. 

(C) The following conditions be and the same are hereby attached to the 
exercise of rights granted by the certificate issued in paragraph (A) hereof: 

(1) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following: 

(a) within 30 days from the date of issuance of this order, notice of the date 
of the bona fide beginning of the construction of the facilities herein authorized, 
of the date on which such construction was completed, and the date on which 
operation of such facilities commenced ; 

(b) within 6 months from the date of issuance of this order, a statement 
showing the actual cost of constructing said facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, contin- 
gencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimates of co3t 
relied upon by applicant. 

(D) The certificate hereby issued is not transferable and shall be effective 
only so long as applicant continues the operations authorized by this order and 
in accordance with the provisions of the Natural Gas Act, as well as any 
applicable rules, regulations, or orders of the Commission. 


Order authorizing issuance of short-term promissory note 
Southern Utah Power Co. 


Docket No. E-6472 
February 19, 1953 


Southern Utah Power Co. (applicant), a corporation organized and existing 
under the laws of the State of Utah, having its principal business office in Cedar 
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City, Utah, filed its application January 26, 1953 and amendment thereto 
February 6, 1953, requesting an order pursuant to section 204 of the Federal 
Power Act authorizing it to issue a promissory note payable not more than 1 
year from the date thereof, to a bank, in an amount not exceeding an aggregate 
of $100,000 bearing interest at a rate not in excess of 334 percent per annum and 
a note or notes in renewal thereof having maturity dates not later than 
March 1, 1955. 

Applicant proposes to issue such note initially, under the terms of a loan 
agreement, dated February 3, 1953 with The Chase National Bank of the City 
of New York, bearing interest at the rate of 334 percent per annum, payable 
quarterly from the date of the note until maturity. 

No underwriter’s commissions or finder’s fees will be incurred or paid in 
connection with the proposed issue of notes. 

The proceeds to applicant from the proposed note will be used together with 
proceeds from the securities already issued to finance part of the applicant’s 
1953 construction program. 

Written notice of the aforesaid application has been given to the Public 
Service Commission of Utah and to the Governor of that State. Notice of the 
application was also published in the Federal Register February 3, 1953 (18 F. R. 
703), stating that any person desiring to be heard or to make any protest with 
reference to the application should file a petition or protest on or before February 
16, 1953. No protest or petition or request to be heard in opposition to the 
granting of the application has been received. 

The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
described and set forth in the Commission’s order entered February 6, 1951, In 
the Matter of Southern Utah Power Co., docket No. E-6838, 10 F. P. C. 711. 

(2) The proposed issuance of the short-term promissory note is an issuance 
of securities within the purview of section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of section 204 (f) of the Federal Power Act, and the proposed issuance of 
securities is, therefore, not exempt by virtue of that section from the require- 
ments of section 204 of the act. 

(4) The proposed issuance of the short-term note described above will be in 
excess of 5 percent of the par value of the other securities of applicant outstand- 
ing and therefore will not be exempt by section 204 (e) from the requirements of 
section 204 (a) of the Federal Power Act. 

(5) The proposed issuance of the short-term note as hereinafter authorized 
will be for a lawful object, within the corporate purposes of the applicant and 
compatible with the public interest, which is appropriate and consistent with the 
proper performance by applicant of service as a public utility, and which will not 
impair its ability to perform that service, and is reasonably appropriate for such 
purposes. 

The Commission orders: 

(A) The proposed issuance of the short-term note, in the aggregate amount 
not to exceed $100,000, and renewals with final maturity date not beyond March 
1, 1955, as described above, upon the terms and conditions and for the purposes 
specified in the application, hereby is authorized, subject to the provisions of this 
order. 

(B) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
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valuation, estimates or determinations of cost, or any matter whatsoever which 
may come before this Commission or any other regulatory body, and nothing in 
this order shall be construed as an acquiescence by this Commission in any esti- 
mate or determination of cost or any valuation of property claimed or asserted. 

(C) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect of any securities to which this 
order relates. 


Order authorizing and approving disposition and acquisition and merger or 
consolidation of facilities 


The California Oregon Power Co. and Mountain States Power Co. 
Docket No. E-—6471 
February 24, 1953 


The California Oregon Power Co. (Copco), a corporation organized and exist- 
ing under the laws of the State of California, qualified to do business in the State 
of Oregon, having its principal business office at Medford, Oreg., and Mountain 
States Power Co. (Mountain States), a corporation organized and existing under 
the laws of the State of Delaware, qualified to do business in the States of Idaho, 
Montana, Oregon and Wyoming, having its principal business office at Albany, 
Oreg., on January 21, 1953, filed a joint application for an order, pursuant to sec- 
tion 203 of the Federal Power Act (act), authorizing the disposition by sale by 
Copco of certain portions of its transmission lines and other properties and the 
acquisition by purchase by Mountain States of such facilities and the merger 
or consolidation of its facilities with those proposed to be acquired. 

By agreement between Copco and Mountain States dated September 30, 1952, 
it was provided that agreements theretofore entered into by the parties with re- 
spect to the lease of a steam generating station of Mountain States to Copco and 
the furnishing of electric energy by Copco to Mountain States at two points be 
terminated as of said date. In consequence of such termination Copco will no 
longer require in the conduct of its operations the use of certain transmission 
facilities and other property which Mountain States will require in the conduct 
of its operations. 

The facilities and property proposed to be transferred and the consideration to 
be paid therefor are as follows: 

(1) Copco’s interest in that portion of its transmission line No. 12, operating 
at 125,000 volts, 3.103 miles in length, extending from the point of interconnection 
with a tap line to Bonneville Power Administration’s (B. P. A.) Alvey substation, 
near Goshen, Oreg., to Springfield, Oreg., at the depreciated original book cost 
as of September 30, 1952, in the amount of $44,951.40. 

(2) The tap line of Copco extending from its transmission line No. 20 a dis- 
tance of 2.297 miles to Mountain States’ North Bend steam generating station, 
operating at 125,000 volts, at the agreed price of $24,263.83, which is $2,211.66 
in excess of the depreciated original book cost thereof. 

(3) A used Ford pick-up truck and minor telephone equipment of Copco used 
at the North Bend steam station at the depreciated original book cost as of 
September 30, 1952, in the amount of $288.65. 

The foregoing considerations aggregate $69,503.85 for property recorded in 


Copco’s accounts at depreciated original cost thereof, as of September 30, 1952, 
in the sum total of $67,292.22, resulting in an acquisition adjustment of $2,211.66. 


In addition to the transfer of the facilities referred to above for the considera- 
tion indicated, Copco has agreed to dispose of and Mountain States to acquire at 
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the reasonable value thereof but not in excess of the recorded cost to Copco such 
fuel, material, supplies, tools, implements and repair parts not required for re- 
placement on hand at the North Bend steam station October 1, 1952. 

The original purpose of the agreements, terminated as of September 30, 1952, 
was to provide for the sale by Copco to Mountain States of hydro-electric energy, 
of which Copco at the time the agreements were made had a surplus, and to pro- 
vide Copco with steam plant peaking capacity and standby capacity for emergency 
and low water conditions. 

The growth in the requirements of Copco and Mountain States virtually elimi- 
nated Copco’s surplus hydroelectric energy and made it necessary for Copco to 
purchase power and to operate the leased steam plant almost continuously. Copco 
estimates, based on the experience for the year ending August 31, 1952, that ter- 
mination of the lease agreement and its obligation to supply energy to Mountain 
States would result in a net saving to it of $102,000 includible in its income for 
such a period. 

Both Copco and Mountain States have agreements with B. P. A. for the sale, 
purchase and interchange of electric energy and in addition Mountain States has 
made arrangements with B. P. A. and the Northwest Intercompany Power Pool 
of which it is a member to include part of its system load in the service area 
operated by B. P. A. and the pool under a contract which it is expected will result 
in improved service to its customers in the area involved. Since power costs are 
generally lower on the B. P. A. system than power costs to Mountain States under 
its agreement with Copco, it is expected that for the immediate future the power 
costs to Mountain States will be materially reduced assuming that water condi- 
tions for generation of hydroelectric energy are favorable. 

Other than the termination of the agreements heretofore entered into between 
Copco and Mountain States whereby the former furnishes electric energy to the 
latter at two separate points the transfer of the facilities hereinabove referred to 
does not affect any contract for the purchase, sale or interchange of electric 
energy. 

By orders entered December 2 and 31, 1952, the Public Utilities Commission of 
California and the Public Utilities Commissioner of Oregon, respectively, author- 
ized the sale of the facilities and property referred to above by Copco and the dis- 
position of such property by Copco and the acquisition thereof by Mountain States 
under the terms and conditions as hereinabove set forth. 

Written notice of the application has been given to the Public Utilities Commis- 
sion of California, Public Utilities Commissioner of Oregon, Public Utilities Com- 
mission of Idaho, Board of Railroad Commissioners of Montana, Public Service 
Commission of Wyoming and to the Governor of each of those States. Notice 
was also published in the Federal Register January 29, 1953 (18 F. R. 633), 
stating that any person desiring to be heard or to make any protest with reference 
to the application should file a petition or protest on or before February 13, 1953. 
No protest or petition or request to be heard in opposition to the granting of the 
application has been received. 

The Commission finds: 

(1) Copco, a corporation, is a public utility within the meaning of section 203 
of the act subject to the jurisdiction of the Commission as heretofore described 
and set forth in the Commission’s order entered February 17, 1948, In The Cali- 
fornia Oregon Power Co., docket No. IT-6094. 

(2) Mountain States, a corporation, is a public utility within the meaning of 
section 203 of the act subject to the jurisdiction of the Commission as heretofore 
described and set forth in the Commission’s order entered March 28, 1951, in 
Mountain States Power Co., docket No. E-6344. 
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(3) By the proposed disposition of facilities by Copco and the acquisition 
thereof by Mountain States the latter will merge or consolidate its facilities sub- 
ject to the jurisdiction of the Commission with those of Copco, another person 
within the meaning of that section as used in section 203 of the act, and such 
merger or consolidation is subject to the requirements of said section 203. 

(4) By the proposed merger or consolidation of facilities Mountain States will 
operate the acquired property as an integral part of its electric utility plant so 
as to furnish adequate, dependable and economical electric service to the public 
in the area concerned and will be consistent with the public interest. 

(5) The excess of purchase price over original cost in the amount of $2,211.66 
received by Copco and the acquisition adjustment in the same amount applicable 
to Mountain States should be disposed of by Copco and Mountain States, respec- 
tively, as hereinafter ordered. 

The Commission orders: 

(A) The proposed disposition of facilities by Copco and the acquisition and 
merger or consolidation thereof by Mountain States be and the same hereby are 
authorized and approved upon the terms and conditions set forth in the applica- 
tion subject to the provisions of this order. 

(B) Copco shall credit the excess of purchase price over original cost of facili- 
ties disposed of by it in the amount of $2,211.66 to account 271, Earned surplus, 
and Mountain States shall charge said amount to account 100.5, Electric plant 
acquisition adjustments, and effect its disposition in conjunction with its disposi- 
tion of other amounts classified in said account as heretofore directed and ap- 
proved by order of the Commission entered February 22, 1944. 

(C) Copco and Mountain States shall each account for the disposition and 
acquisition of facilities, respectively, as provided therefor in the Commission's 
uniform system of accounts. 

(D) This authorization shall expire unless acted upon within 60 days from 
the entry of this order. 

(E) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any matter whatsoever which 
mmay come before this Commission or any other regulatory body, and nothing in 
this order shall be construed as an acquiescence by this Commission in any esti- 
mate or determination of cost or any evaluation of property claimed or asserted. 


Order granting request for revocation of certificate of public convenience and 
necessity 


Chicago District Pipeline Co. 
Docket No. G—1212 
February 26, 1953 


On May 26, 1949, Chicago District Pipeline Co. (Chicago District) filed with 
the Commission an application for a certificate of public convenience and neces- 
sity pursuant to section 7 of the Natural Gas Act, authorizing the construction 
and operation of facilities for the liquefaction, storage, and regasification of 
natural gas in the above-entitled matter. Pursuant to due notice, public hearings 


were held respecting the matters involved and the issues presented by said appli- 


cation. By order issued July 27, 1949, the Commission granted a certificate of 
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public convenience and necessity authorizing the construction and operation 
proposed by Chicago:District. 

On December 8, 1952, Chicago District filed with the Commission in the above- 
entitled matter a document entitled “Advice”, informing the Commission that 
it has not commenced construction of the facilities authorized by the Commis- 
sion’s order issued July 27, 1949, and that it has decided not to construct and 
operate such facilities in view of the authorization granted Natural Gas Storage 
Co. of Illinois, an affiliate of Chicago District, In the Matter of Natural Gas 
Storage Co. of Illinois, docket No. G—1757, opinion No. 236 and accompanying 
order, to construct and operate an underground storage project. 

On February 19, 1953, Chicago District requested the Commission to revoke 
the certificate of public convenience and necessity issued to Chicago District in 
docket No. G—1212 by said order issued July 27, 1949. 

The Commission finds: 

(1) The storage service proposed and authorized by the Commission in docket 
No. G—1212 is no longer required by the public convenience and necessity in view 
of the underground storage service proposed and authorized in docket No. 
G-1757. 

(2) It is appropriate in carrying out the provisions of the Natural Gas Act 
to grant the request made by Chicago District on February 19, 1953, for revoca- 
tion of the certificate of public convenience and necessity issued in docket No. 
G-1212 by order of the Commission issued July 27, 1949. 

The Commission orders: 

Pursuant to the authority contained in the Natural Gas Act, including par- 
ticularly sections 7 and 16, the certificate of public convenience and necessity 
issued to Chicago District Pipeline Co. by order of the Commission issued July 
27, 1949, in docket No. G—1212, be and the same hereby is revoked. 


Order issuing minor-part license (transmission line) 
Pacific Gas & Electric Co. 
Project No. 2118 
February 26, 1953 


Application was filed September 8, 1952 by Pacific Gas & Electric Co., of San 
Francisco, Calif., for a license under the Federal Power Act (hereinafter re- 
ferred to as the act) for a minor part of a project involving a transmission line 
only, designated as transmission-line project No. 2118, to be located in Tuolumne 
County, Calif., and affecting lands of the United States within Stanislaus Na- 
tional Forest. 

The proposed minor-part project consists of: 

(a) All lands of the United States constituting the project area and enclosed 
by the project boundary or the limits of which are otherwise defined ; 

(b) Such portions of a 110-kilovolt transmission line located thereon, extend- 
ing from Donnells powerhouse to Standard City sub-station, 29.4 miles in length, 
including a 1.7-mile tap to Beardsley powerhouse and 1.4-mile tap to Spring 
Gap powerhouse, on a right-of-way 75 feet wide; and 

(c) All other structures, equipment or facilities used or useful in the main- 
tenance and operation of the project and located on the project area. 
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The project lands and project works are more specifically shown and described 
by certain exhibits which formed part of the application for license and which 
ure designated and described as: 

Exhibit J and K.—Drawing No. 412521 (F. P. C. No. 2118-1), entitled “Trans- 
mission line Donnells P. H. to Standard City Pacific Gas & Electric Co.” 

Exhibit M.—One typewritten sheet entitled “General description and specifi- 
cations of the transmission line” to the extent that it covers the specifications. 

According to the application for license, the proposed transmission line will be 
used to transmit energy from the applicant’s constructed Spring Gap power 
plant, licensed as project No. 1318, and from proposed Donnells and Beardsley 
power plants, licensed to Oakdale and South San Joaquin irrigation districts, to 
Standard City substation. However, the proposed line does not extend far enough 
to transmit the output of the project No. 2005 plants to a point on the applicant’s 
interconnected primary transmission system or to a distribution system capable 
of absorbing the output of that project, and an appropriate reservation should 
be made herein to provide for future inclusion under the license of such extensions 
as may be built to connect project No. 2005 to such point or distribution system 
for disposal of the energy. 

An Assistant Secretary of Agriculture, acting for the Secretary of Agriculture 
who has supervision over the Stanislaus National Forest, has reported on the 
application. 

The Commission finds: 

(1) The proposed transmission line from Donnells powerhouse to Standard 
City substation, including the Beardsley and Spring Gap taps, constitute a pri- 
mary transmission line as defined in section 3 (11) of the act, and, therefore, is 
subject to the licensing authority of the Federal Power Commission. 

(2) The applicant is a corporation organized under the laws of the State of 
California and has submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to effect the 
purposes of a minor-part license for the transmission line. 

(3) No conflicting application is before the Commission. 

(4) The proposed minor-part project does not affect any Government dam, nor 
will the issuance of a minor-part license therefor, as hereinafter provided, affect 
the development of any water resources for public purposes which should be 
undertaken by the United States itself. 

(5) A minor-part license subject to and containing conditions as hereinafter 
provided will not interfere or be inconsistent with the purposes for which the 
Stanislaus National Forest was created or acquired. 

(6) The applicant has submitted satisfactory evidence of its financial ability 
to construct and operate the proposed minor-part project. 

(7) The amount of annual charges to be paid by the licensee under the minor- 
part license for the purpose of reimbursing the United States for the costs of 
administration of part I of the act, and for recompensing it for the use, 
occupancy, and enjoyment of its lands is reasonable as hereinafter fixed and 
specified. 

(8) The above-mentioned exhibits J and K (F. P. C. No. 2118-1) and exhibit 
M, insofar as the last paragraph thereof is concerned, conform to the Com- 
mission’s rules and regulations and should be approved as part of the minor- 
part license. 


(9) It will be in the public interest to waive the following terms and condi- 
tions of part I of the act: Sections 4 (b), except the second sentence thereof; 
4 (e), insofar as it relates to approval of plans by the Chief of Engineers and the 
Secretary of the Army and to public notice; 6, insofar as it relates to public 




























































854 FEDERAL POWER COMMISSION 


notice and to the acceptance and expression in the minor-part license of terms 
and conditions of the act which are hereinafter waived; 10 (a); 10 (c) ; insofar 
as it relates to depreciation reserves; 10 (d) ; 10 (f) ; 11; 12; 14, except insofar 
us the power of condemnation is reserved; 15; 18; 19; 20; 22; and 23 (a), 
insofar as it relates to the determination of fair value. 

The Commission orders: 

(A) This minor-part license is issued under sections 4 (e) and 10 (i) 
of the act to Pacific Gas & Electric Co. (hereinafter referred to as the licensee) 
for a period effective as of the first day of the month in which the license 
properly accepted is filed with the Commission and terminating on April 30, 2000, 
for the construction, operation and maintenance of minor-part project No. 2118, 
subject to the terms and conditions of the act which is hereby incorporated by 
reference as a part of this license, (except that the terms and conditions of part I 
of the act referred to in finding (9) above are hereby waived to the extent therein 
specified), and subject to such rules and regulations as the Commission has 
issued or prescribed under the provisions of the act. 

(B) The exhibits referred to in finding (8) above are approved as part of 
this license to the extent therein indicated. 

(C) This license is subject also to the following terms and conditions desig- 
nated as articles herein : 

Article 1. No substantial change shall be made in the maps, plans, and state- 
ments described and designated as exhibits and approved by the Commission 
as part of this license, until such change shall have been approved by the 
Commission: Provided, however, That if the licensee or the Commission deems 
it necessary or desirable that said approved exhibits, or any of them, be changed, 
there shall be submitted to the Commission for approval amended, supplemental, 
or additional exhibit or exhibits covering the proposed change which, upon 
approval by the Commission, shall become a part of the license and shall super- 
sede, in whole or in part, such exhibit or exhibits theretofore made a part of the 
license as may be specified by the Commission. 

Article 2. The project area and project works shall be in conformity with the 
approved exhibits and if the licensee shall contemplate any substantial altera- 
tion in or addition to the project area or project works, the licensee shall submit 
to the Commission for approval amended, supplemental, or additional exhibits as 
provided in Article 1 above to show and describe such alteration or addition, 
together with the statement in writing setting forth the reasons which necessitate 
or justify such alteration or addition. Except when emergency shall require for 
the protection of life, health, or property, no substantial alteration or addition 
not in conformity with the approved exhibits shall be made to any of the project 
works under the license without the prior approval of the Commission; and 
any emergency alteration or addition so made shall thereafter be subject to 
such modification and change as the Commission may direct. 

Article 3. The licensee shall begin the construction of said project works on 
or before June 1, 1953, shall thereafter in good faith and with due diligence 
prosecute such construction, and shall complete same on or before November 30, 
1954, such construction to be in substantial conformity with the approved exhibits 
hereinbefore described or as changed in the manner hereinbefore provided. 

Article 4. The construction, operation, and maintenance of the project and any 
work incident to additions or alterations thereto, conducted upon lands of the 
United States, shall be subject to the inspection and supervision of such officer 
or agent as the Commission may designate, who shall be the authorized repre- 
sentative of the Commission for such purposes. The licensee shall furnish to 
said representative such information as he may require concerning the construc- 
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tion, operation, and maintenance of the project, and of any alteration thereof, 
and shall notify him of the date upon which work with respect to any construction 
or alteration will begin, and as far in advance thereof as said representative may 
reasonably specify, and shall notify him promptly in writing of any suspension 
of work for a period of more than one week, and of its resumption and comple- 
tion. The licensee shall allow said representative and other officers or employees 
of the United States, showing proper credentials, free and unrestricted access 
to, through, and across the project lands and project works in the performance 
of their official duties. 

Article 5. The licensee shall make provision, or shall bear the reasonable cost, 
as determined by the agency of the United States affected, of making provision, 
for avoiding inductive interference between any project transmission line or 
other project facility constructed, operated, or maintained under the license, and 
any radio installation, telephone line, or other communication facility installed 
or constructed before or after construction of such project transmission line or 
other project facility and owned, operated, or used by such agency of the United 
States in administering the lands under its jurisdiction. None of the provisions 
of this article is intended to relieve the licensee from any responsibility or 
requirement which may be imposed by other lawful authority for avoiding or 
eliminating inductive interference. 

Article 6. In the construction and maintenance of the project works, the 
licensee shall place and maintain suitable structures and devices to reduce to a 
reasonable degree the liability of contact between its transmission lines, and 
telegraph, telephone, and other signal wires or power transmission lines con- 
structed prior to its transmission lines and not owned by the licensee, and shall 
also place and maintain suitable structures and devices to reduce to a reasonable 
degree the liability of any structures or wires falling and obstructing traffic and 
endangering life on highways, streets, or railroads. 

Article 7. The licensee shall clear such portions of transmission line rights-of- 
way across lands of the United States as are designated by the officer of the 
United States in charge of the lands, shall keep the areas so designated clear of 
all refuse and inflammable material to the satisfaction of such officer, shall trim 
all branches of trees in contact with or liable to contact the transmission line, 
shall cut and remove all dead or leaning trees which might fall in contact with 
the transmission line, and shall take such other precautions against fire as may 
be required by such officer. No fires for the burning of waste material shall 
be set except with the prior written consent of the officer of the United States 
in charge of the lands as to time and place. 

Article 8. Timber on lands of the United States cut, used, or destroyed in the 
construction and maintenance of the project works or in the clearing of said 
lands shall be paid for in accordance with the requirements of and at the current 
stumpage rates applicable to the sale of similar timber by the agency of the 
United States having jurisdiction over said lands; and all slash and debris result- 
ing from the cutting or destruction of such timber shall be disposed of as the 
oflicer of such agency may direct. 

Article 9. The licensee shall do everything reasonably within its power and 
shall require its employees, contractors, and employees of contractors to do every- 
thing reasonably within their power, both independently and upon request of 
officers of the agency of the United States having jurisdiction over the govern- 


ment lands involved, to prevent and suppress fires on or near lands occupied under 
the license. 

Article 10. Insofar as necessary for use in the construction, maintenance, and 
operation of the transmission line, the licensee shall maintain about 6 miles of 
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road known as the Strawberry Peak road in sections 17, 18 and 19, T. 4 N., R. 18 
E., and sections 24, 25, 26 and 27, T. 4 N., R. 17 E., and about 6 miles of road 
known as the Anderson Manufacturing Co. road in sections 4, 8, 9, 17, 18 and 19, 
T.3.N., R. 17 E., Mount Diablo meridian. 

Article 11. The licensee shall be liable for injury to, or destruction of, any 
buildings, bridges, roads, trails, lands, or other property of the United States, 
occasioned by the construction, maintenance or operation of the project works or 
of the works appurtenant or accessory thereto under the license. Arrangements 
to meet such liability, either by compensation for such injury or destruction, or 
by reconstruction or repair of damaged property, or otherwise, shall be made 
with the appropriate department or agency of the United States. 

Article 12. The licensee shall allow any agency of the United States, without 
charge, to construct or permit to be constructed on, through, and across the 
project lands, conduits, chutes, ditches, railroads, roads, trails, telephone lines, 
and other means of transportation and communication not inconsistent with the 
enjoyment of said lands by the licensee for the purposes stated in the license. 
This article shall not be construed as conferring upon the licensee any right of 
use, occupancy, or enjoyment of the lands of the United States other than for the 
construction, operation, and maintenance of the project as.stated in the license. 

Article 13. In the event the licensee extends the transmission line covered by 
this license beyond Standard City to a point of junction with licensee's distribu- 
tion system or with its interconnected primary transmission system capable of 
absorbing the output of the three plants from whch the line extends, the licensee 
shall file an application for amendment of this license for inclusion of such exten- 
sion beyond Standard City as a part of this project. 

Article 14. The licensee shall pay to the United States the following annual 
charges: 

(1) For the purpose of recompensing the United States for costs of administra- 
tion of part I of the act, $5.00; and 

(2) For the purpose of reimbursing the United States for the use, occupancy 
and enjoyment of its lands used for transmission line right-of-way only, $96.70. 

Article 15. If the licensee shall cause or suffer essential project property to 
be removed or destroyed or to become unfit for use, without replacement, or shall 
abandon or discontinue good faith operation of the project for a period of 3 
years, or refuse or neglect to comply with the terms of the license and the lawful 
orders of the Commission mailed to the record address of the licensee or its 
agent, the Commission will deem it to be the intent of the licensee to surrender 
the license, and not less than 90 days after public notice in its discretion terminate 
the license. 

Article 16. Upon abandonment of the project the licensee shall remove all 
buildings, equipment and power lines from lands of the United States and restore 
said lands to a condition satisfactory to the agency having administrative juris- 
diction over the lands and shall fulfill such other obligations under the license 
as the Commission may prescribe. 

Article 17. The right of the licensee and of its transferees and successors to 
use or occupy lands of the United States under the license, for the purpose of 
maintaining the project works or otherwise, shall absolutely cease at the end of 
the license period, unless a new license is issued pursuant to the then existing 
laws and regulations. 

(1D) This order shall become final within 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by section 313 (a) of 
the act, and failure to file such an application shall constitute acceptance of this 
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license. In acknowledgment of the acceptance of this license, it shall be signed 
for the licensee and returned to the Commission within 60 days from the date of 
issuance of this order. 


Findings and order issuing certificate of public convenience and necessity 
Lone Star Gas Co. 
Docket No. G—2008 


February 26, 1953 


On November 14, 1952, Lone Star Gas Co. (applicant), a Texas corporation 
having its principal place of business at Dallas, Tex., filed an application for a 
certificate of public convenience and necessity pursuant to section 7 of the Nat- 
ural Gas Act, authorizing it to acquire and operate a natural-gas transmission 
pipeline owned by Clifford D. Mooers, sole owner of the Grandfield Gas Co., as 
described in the application on file with the Commission and open to public in- 
spection. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
on February 17, 1953, respecting the matters involved and the issues presented 
by the application. No protest to the granting of the application has been re- 
ceived. 

The record shows that applicant proposes to acquire and operate approxi- 
mately 1.24 miles of 4-inch pipeline, 4.97 miles of 514-inch pipeline and a 4-foot 
section of 6-inch pipeline extending from a point on its present system northwest 
of Burkburnett, Wichita County, Tex., northwest to Grandfield, Okla. The rec- 
ord further shows that applicant purchased the distribution properties of Grand- 
field Gas Co. on August 6, 1952, and that applicant proposes to pay $20,600 for 
the facilities to be acquired, which applicant proposes to defray from funds on 
hand. 

The Commission finds : 

(1) Applicant, a Texas corporation having its principal place of business at 
Dallas, Tex., owns and operates, among other facilities, a natural-gas trans- 
mission system located in the States of Texas and Oklahoma, and by such opera- 
tions is engaged in the transportation and sale for resale of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission and is, there- 
fore, a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order of April 11, 1944, in docket No. 
G-442, 4 F. P. C. 565. 

(2) The facilities hereinbefore described, and as more fully described in the 
application herein, are used in the transportation of natural gas in interstate com- 
merce, subject to the jurisdiction of the Commission, and the acquisition and 
operation thereof by applicant are subject to the requirements of subsections 
(c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed acquisition and operation of the facilities by applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) 
(18 CFR 1.32 (b)) of the Commission’s rules of practice and procedure having 
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been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 
The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Lone Star Gas Co. to acquire and operate the facilities here- 
inbefore described, all as more fully described in its application in this proceed- 
ing, for the transportation of natural gas as therein set forth, subject to the juris- 
diction of the Commission, upon the terms and conditions of this order. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued to applicant in paragraph (A) hereof: 

Said certificate shali be void and without force or effect unless it be accepted 
in writing by applicant within 30 days from the date of the issuance of this 
order : Provided, however, That such acceptance may be filed within 30 days from 
the date of issuance of any order upon an application for rehearing of this 
order, if any, or within 30 days from the date on which any such application 
may be deemed to have been denied when the Commission has not acted thereon: 
and Provided, further, That such acceptance may be filed within 30 days after 
final disposition of the judicial review proceedings initiated by any petition for 
review of this order. 

(C) The following conditions be and the same hereby are attached to the 
exercise of rights granted by the certificate issued in paragraph (A) hereof: 

(1) The facilities hereinbefore described shall be acquired and the operation 
and service herein authorized shall be actually undertaken and regularly per- 
formed by applicant within 30 days from the date of issuance of this order. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following : 

(a) within 10 days after acquisition and the beginning of authorized opera- 
tions, notice of the dates of acquisition and the beginning of operations; 

(b) within 6 months after consummation of the acquisition, a statement show- 
ing and explaining the cause for any differences between the actual cost of the 
facilities acquired and the estimates of cost relied upon by Lone Star Gas Co. 
in its application herein. 

(3) The certificate issued to Lone Star Gas Co. in paragraph (A) of this 
order is not transferable in any manner and shall be effective only so long as 
Lone Star Gas Co. continues the operations hereby authorized in accordance 
with the provisions of the Natural Gas Act, and any pertinent rules, regulations, 
or orders heretofore or hereafter issued by the Commission. 

(D) Nothing in this order is to be construed as acceptance by the Commission 
of the propriety of the dollar amounts set forth by applicant in its proposed 
method of accounting for the acquisition. 





Order instituting investigation and consolidating proceedings 


Texas Gas Transmission Corp. and Louisiana Natural Gas Corp. and Texas 
Northern Gas Corp. 


Docket Nos. G—2017 and G-—2127 
February 27, 1953 


By order issued August 1, 1952, at docket No. G-2017, the Commission, pur- 
suant to the authority contained in section 4 of the Natural Gas Act, ordered 
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that a hearing be held concerning the lawfulness of the rates, charges, and classi- 
fications contained in Texas Gas Transmission Corp.’s (Texas Gas) F. P. C. 
gas tariff, first revised volume Nu. 1. The order also provided that, pending the 
hearing and decision thereon, such tariff, with the exception of certain rate 
schedules covering interruptible industrial gas service, be suspended. There- 
after, on January 8, 1953, at the expiration of the period of suspension, upon 
motion of Texas Gas, the suspended tariff became effective, under bond, subject 
to the refund, if so ordered, of such portion of the increased rates as the Com- 
mission might find not justified. Hearings in this matter have not been com- 
menced, nor has a date therefor been fixed. 

Texas Gas purchases substantial volumes of natural gas from Louisiana 
Natural Gas Corp. (Louisiana Natural) and Texas Northern Gas Corp. (Texas 
Northern), pursuant to F. P. C. gas tariffs filed with the Commission. Each of 
these suppliers is a wholly owned subsidiary of Texas Gas. On the basis of 
data available to the Commission, it appears that the rates, charges, or classifica- 
tions for and in connection with the transportation or sale of natural gas, sub- 
ject to the jurisdiction of the Commission, and rules, regulations, practices, 
and contracts relating thereto may be unjust, unreasonable, unduly discrim- 
inatory, or preferential. 

The Commission finds: 

(1) It is necessary and proper in the public interest, and to aid in the enforce- 
ment of the provisions of the Natural Gas Act, that an investigation be insti- 
tuted by the Commission on its own motion into and concerning all rates, charges, 
or classifications demanded, observed, charged, or collected by Louisiana Natural 
Gas Corp. and Texas Northern Gas Corp. for or in connection with any transporta- 
tion or sale of natural gas, subject to the jurisdiction of the Commission, and 
any rules, regulations, practices, or contracts affecting such rates, charges, or 
classifications. 

(2) Good cause exists and it is in the public interest to consolidate the pro- 
ceedings hereby instituted with the above-mentioned proceedings at docket No. 
G-2017 for purpose of hearing. 

The Commission orders: 

(A) An investigation of Louisiana Natural Gas Corp. and Texas Northern Gas 
Corp. be and it hereby is instituted for the purpose of enabling the Commission : 

(1) To determine with respect to said Louisiana Natural and Texas Northern 
whether in connection with any transportation or sale of natural gas, subject to 
the jurisdiction of the Commission, any rates, charges, or classifications de- 
manded, observed, charged, or collected, or any rules, regulations, practices, or 
ecoutracts affecting such rates, charges, or classifications are unjust, unreason- 
able, unduly discriminatory, or preferential ; and 

(Zz) If the Commission, after hearing, shall find that any such rates, charges, 
classifications, rules, regulations, practices, or contracts are unjust, unreasonable, 
unduly discriminatory, or preferential, to determine and fix by appropriate order 
or orders the just and reasonable rate, charge, classification, rule, regulation, 
practice, or contract to be thereafter observed and in force. 

(B) Pursuant to the authority contained in and subject to the jurisdiction 
conferred upon the Commission by sections 4, 5, and 15 of the Natural Gas Act, 
the proceedings hereby instituted be and the same are hereby consolidated for 
purpose of hearing with the aforementioned proceedings at docket No. G—2017, 
such hearing to be held at such place and upon a date to be fixed by further order 
of the Commission. 
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Order modifying order issuing certificate of public convenience and necessity 
Texas Eastern Transmission Corp. and Texas Gas Transmission Corp. 
Docket No. G-1316 
March 3, 1953 


Texas Eastern Transmission Corp. (Texas Eastern) and Texas Gas Trans- 
mission Corp. (Texas Gas) (applicants), by order issued herein on March 
14, 1950, were granted a certificate of public convenience and necessity authoriz- 
ing the operation of certain natural-gas transmission facilities and the inter- 
change of up to 10,000 M. ec. f. of natural gas per day, all as more fully described 
therein. The interchange so authorized was for the purpose of enabling in- 
creased sales by Texas Gas to the Indiana Gas & Water Co. (Indiana Gas). 
The gas so sold is delivered through existing facilities of Texas Eastern and 
to a minor extent through facilities of Texas Gas, thus avoiding the construction 
of additional facilities by Texas Gas. In exchange, Texas Gas returns to Texas 
Eastern at Middletown, Ohio, volumes of natural gas equivalent to those de- 
livered to Indiana Gas for the account of Texas Gas. 

By order issued July 25, 1952, at docket Nos. G-1847, et al., accompanying 
opinion No, 232, the Commission authorized and directed Texas Gas to make 
increased volumes available to Indiana Gas, on a firm basis, to increase the total 
authorized sales to a maximum of 37,162 M. ¢. f. of gas per day. 

Applicants, on November 28, 1952, filed with the Commission a joint petition 
for amendment of the aforementioned certificate issued at docket No. G-—1316 
to authorize the operation of existing facilities and the interchange of up to 
25,000 M. c. f. of natural gas per day. This interchange is to be effected in 
the manner described above and the purpose of the proposed amendment is 
to enable the delivery of increased volumes of natural gas by Texas Eastern 
to Indiana Gas for the account of Texas Gas. 

Temporary authorization for the exchange of up to 25,000 M. c. f. per day 
was granted to the applicants on December 17, 1952. 

Applicants were the only parties to the proceedings heretofore had in this 
matter. No protest or request to be heard has been filed since the filing of 
the joint petition to amend the certificate. 

The Commission finds: 

It is appropriate in carrying out the provisions of the Natural Gas Act that 
the order issued herein on March 14, 1950, be amended as hereinafter ordered. 

The Commission orders: 

Paragraph (A) of the said order issued March 14, 1950, be and it is hereby 
amended to read as follows: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing applicants to operate the facilities and to inter- 
change up to 25,000 M. c. f. per day of natural gas as hereinbefore described, 
all as more fully described in the application, as amended, in this proceeding, 
for the transportation and sale of natural gas as therein set forth, subject to 
the jurisdiction of the Commission, upon the terms and conditions of this order. 
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Order authorizing issuance of securities 
Florida Power Corp. 
Docket No. E-6474 
March 6, 1953 


Florida Power Corp. (applicant), a corporation organized and existing under 
the laws of the State of Florida, having its principal business office at St. Peters- 
burg, Fla., on February 9, 1953, filed its application for an order, pursuant to 
section 204 of the Federal Power Act, authorizing the establishment of a 
$12,500,000 line of credit with a group of banks under which borrowings will 
be effectuated by the issuance of unsecured promissory notes payable on or 
before December 31, 1953. Participation will be had by and the proposed 
promissory notes will be issued to the banks named below and in the amounts 
indicated for each as follows: 


pempeiy Truek Cu. of New WOU asc ceiectiecccecnnmaecuaen $4, 675, 000 
The Hanover Bank__-_~_- peat ssid eh aetna aca 2, 750, 000 
The Chase National Bank of the City of New York_______-____-_- 2, 250, 000 
re rt te iis ii cicero 1, 500, 000 
RUT PUNE Ceca ap spo laa ancan apace aapakaaaaial 500, 000 
Florida National Bank at St. Petersburg___...____----_-----___ 410, 000 
Union Trust Co., St. Petersburg__..........__-- ices scitceacteaail an 150, 000 
First National Bank, Orlando______________ ss ahaa ai ace ae ae 125, 000 
First National Bank in St. Petersburg. _..................__. - 100, 000 
The Bank of Clearwater_-_ saline sind eau 40, 000 


ibis diet 12, 500, 000 


The interest rate on the proposed borrowings will be determined at the time 
each loan is made and will be arranged through the Guaranty Trust Co. which 
will act as applicant’s agent for the line of credit. Applicant anticipates that 
such interest rate will not exceed 44 of 1 percent above the then current prime 
rate for similar loans in New York City. 

Applicant anticipates that the borrowings under the line of credit will 
aggregate on March 10, May 20 and June 20, 1953 the sums of $7,000,000, 
$3,000,000 and $2,500,000 respectively. 

Applicant states that no placement fees or other expense will be incurred in 
the issuance of these notes. 

Applicant will use the proceeds arising from the issuance of the proposed 
notes to meet in part its construction expenditures for 1953 which are expected to 
approximate $28,000,000. It is proposed to use such temporary short-term loans to 
defray part of such construction expense pending permanent financing contem- 
plated for later in 1953. Applicant is to reserve the right under the proposed line 
of credit to pay off a portion of such notes out of permanent financing proceeds 
and if found necessary to reborrow up to the limit of the line of credit. 

Written notice of the application has been given to the Railroad and Public 
Utilities Commission of Florida, the Public Service Commission of Georgia 
and to the Governor of each of those States. Notice of the application was 
also published in the Federal Register on February 14, 1953 (18 F. R. 917), stating 
that any person desiring to be heard or to make any protest with reference 
to the application should file a petition or protest on or before March 2, 1953. 
No protest or petition or request to be heard in opposition to the granting of 
such application has been received. 
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The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of sec- 
tion 204 of the Federal Power Act subject to the jurisdiction of the Commission 
as heretofore described and set out in the Commission's order entered Novem- 
ber 22, 1949, In the Matter of Florida Power Corp., docket No. E-6244. 

(2) The proposed issuance of short-term notes is an issuance of securities 
Within the purview of section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws 
of which the security issues here involved are regulated by a State commission 
within the meaning of section 204 (f) of the Federal Power Act, and the pro- 
posed issuance of securities is, therefore, not exempt by virtue of that section 
from the requirements of section 204 of the act. 

(4) The proposed issuance of short-term notes in the aggregate amount of 
$12,500,000, described above, will be in excess of 5 percent of the par value of 
other securities of the applicant and therefore will not be exempt by section 
204 (e) from the requirements of section 204 (a) of the Federal Power Act. 

(5) The proposed issuance of short-term notes as hereinafter authorized will 
be for a lawful object, within the corporate purposes of the applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance by applicant of service as a public utility, and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

The Commission orders: 

(A) The proposed issuance of short-term notes, in the aggregate principal 
amount of $12,500,000, upon the terms and conditions and for the purposes speci- 
fied in the application, hereby is authorized subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions hereby authorized 
are consummated within 90 days from the date of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
which may come before this Commission or any other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed 
or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or ob- 
ligation on the part of the United States in respect of any securities to which this 
order relates. 


Order authorizing issuance of securities 
Community Public Service Co. 
Docket No. E-6476 
March 6, 1958 


Community Public Service Co. (applicant), a corporation organized and exist- 
ing under the laws of the State of Delaware and domiciled in the States of New 
Mexico and Texas, having its principal business office at Fort Worth, Tex., on 
February 11, 1953, filed an application and amendment thereto on February 25, 
1953, with the Federal Power Commission for an order authorizing the issuance 
by applicant of promissory notes not in excess of a total of $1,600,000 during the 
first 6 months of 1953 to Fort Worth banking institutions. Applicant has pres- 
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ently outstanding a short-term note in the face amount of $600,000 which it pro- 
poses to renew at its maturity date, May 7, 1953, for an additional period of 120 
days and to borrow in addition by June 1, 1953, not in excess of $1,000,000 on 
short-term notes to mature in 120 days after the issuance thereof at the prime 
interest rate then in effect at Fort Worth banks. 

Applicant will incur no underwriters’ commission or fees incidental to the 
proposed issuance of the notes in question and will use the proceeds arising 
therefrom to reimburse its treasury for expenditures made for the construction, 
completion, extension or improvement of its facilities. These short-term loans 
are to be utilized pending permanent financing. 

Written notice of the aforesaid application has been given to the Public Serv- 
ice Commission of New Mexico, Railroad Commission of Texas and to the Gover- 
nor of each of those States. Notice of the application has also been given by 
publication in the Federal Register on February 19, 1953 (18 F. R. 987) stating 
that any person desiring to be heard or to make any protest with reference to 
the application should file a petition or protest on or before February 27, 1953. 
No protest or petition or request to be heard in opposition to the granting of said 
application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order entered March 27, 
1947, In the Matter of Community Pubtic Service Company, docket No. IT-6041. 

(2) The proposed issuance of the notes described above will constitute an 
issuance of securities within the purview of section 204 of the act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the meaning 
of section 204 (f) of the Federal Power Act, and the proposed issuance of securi- 
ties is, therefore, not exempt by virtue of that section from the requirements of 
section 204 of the act. 

(4) The proposed issuance of short-term notes in the aggregate amount of 
$1,600,000, described above, will be in excess of 5 percent of the par value of 
other securities of the applicant and therefore will not be exempt by section 
204 (e) from the requirements of section 204 (a) of the Federal Power Act. 

(5) The proposed issuance of short-term notes as hereinafter authorized will 
be for a lawful object, within the corporate purposes of the applicant and com- 
patible with the public interest, which is appropriate for and consistent with the 
proper performance by applicant of service as a public utility, and which will 
not impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 

(6) The public notice given the aforesaid application is reasonable. 

The Commission orders: 


(A) The proposed issuance of short-term promissory notes by applicant in an 
aggregate face amount not in excess of $1,600,000 at the prime interest rate in 
effect at the Fort Worth banks at the date of issuance thereof upon the terms 
and conditions and for the purposes specified in the application, be and the same 
hereby are authorized and approved subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions hereby authorized 
are consummated within 90 days from the date of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
which may come before this Commission or any other regulatory body, and 
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nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed or 
asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which 
this order relates. 


Order amending order issuing certificate of public convenience and necessity 
Nevada Natural Gas Pipe Line Co. 
Docket No. G—-1888 
March 9, 1953 


On June 23, 1952, the Commission issued in docket No. G-1888 a certificate of 
public convenience and necessity, pursuant to section 7 of the Natural Gas Act, 
to Nevada Natural Gas Pipe Line Co. (applicant) to construct and operate 114 
miles of 10%4-inch natural gas pipeline, extending from the proposed connection 
with the facilities of El Paso Natural Gas Co. near Topock, Ariz., to Las Vegas 
and Henderson, Nev. These facilities authorized by the certificate have not been 
constructed by applicant. 

On January 21, 1953, applicant requested that the certificate be amended to 
authorize 114 miles of 12%4-inch pipeline in lieu of the aforesaid 10%4-inch line 
for the reasons that: negotiations for procurement of steel have developed that 
12%4-inch pipe is more readily available than 10%4-inch pipe; the larger size pipe 
will enable applicant to operate more efficiently in meeting its hourly peak 
demands; the 12%-inch pipe will provide a safety factor in maintaining the flow 
of gas to its resale customers; and the proposed change will enable applicant to 
complete construction of the pipe line at an earlier date. 

The total estimated cost of the original project is $2,319,140. The additional 
cost of using 12%,-inch pipe instead of 10%4-inch will amount to approximately 
$250,000, which will be financed by increasing the amount of securities to be 
issued by the same amount. The increased cost is proposed to be spread over 
the bonds, preferred stock and common stock so that the distribution between 
them will be substantially the same percentagewise as originally proposed. The 
proposed increased capacity will not adversely affect the economic feasibility of 
the line. 

Due notice of the filing of the application to amend has been given, including 
publication in the Federal Register on February 6, 1953 (18 F. R. 778). No 
protest to the requested amendment has been received. 

The Commission finds: 

It is appropriate to carry out the provisions of the Natural Gas Act that the 
order issued June 23, 1952, in docket No. G—1888 granting a certificate of public 
convenience and necessity be amended as hereinafter ordered. 

The Commission orders: 

The order issued June 23, 1952, in docket No. G-1888 granting a certificate of 
public convenience and necessity be and the same is hereby amended by authoriz- 
ing Nevada Natural Gas Pipe Line Co. to construct and operate 114 miles of 
12%-inch pipeline, hereinbefore described and as more fully described in the 
application filed January 21, 1953, in lieu of the aforesaid 114 miles of 10%4-inch 
pipeline. 
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Order amending license (major) 
Oroville-Wyandotte Irrigation District 
Project No. 2088 


March 9, 1953 


Application was filed December 23, 1952 by Oroville-Wyandotte Irrigation 
District, licensee for major project No. 2088, for amendment of its license to 
eliminate therefrom article 18, which is solely a “navigation” article, and in lieu 
thereof to include in the license article 14 of the Commission’s form L-2, entitled 
“Terms and conditions of license for unconstructed major project affecting lands 
of the United States”. 

While article 18 was included in the license because it reserved control by the 
Commission and by the Department of the Army of the discharge of the water 
affected, it is the licensee’s view that, among other things, the uncertain effect 
of future administration of the provisions of the article will complicate the 
licensee’s contractual relations for the sale of power and will affect adversely the 
licensee’s ability to provide adequate project financing. 

The Commission finds: 

Amendment of license for project No. 2088 as hereinafter provided is not in- 
consistent with the previous findings in this matter. 

The Commission orders: 

(A) The license for Oroville-Wyandotte Irrigation District’s project No. 2088 
is hereby amended, effective as of the first day of the month in which acceptance 
hereof is filed with the Commission, to provide for elimination therefrom of article 
18, and for the inclusion therein of the following condition specified as article 44; 

Article 44. The operations of the licensee so far as they affect the use, storage, 
and discharge from storage of waters affected by the license, shall at all times be 
controlled by such reasonable rules and regulations as the Commission may pre- 
scribe for the protection of life, health, and property, and in the interest of the 
fullest practicable conservation and utilization of such waters for power purposes 
and for other beneficial public uses, including recreational purposes; and the 
licensee shall release water from the project reservoir at such rate in cubic feet 
per second, or such volume in acre-feet per specified period of time as the Com- 
mission may prescribe for the purposes hereinbefore mentioned. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act, 
and failure to file such an application shall constitute acceptance of this amend- 
ment. In acknowledgment of the acceptance of this amendment, it shall be signed 
for the licensee and returned to the Commission within 60 days from the date of 
issuance of this order. 


Order approving exhibits and correcting annual charges 
The Valley National Bank of Phoenix, as Trustee 
Project No. 2069 


March 10, 1953 


Pursuant to the Commission’s request, The Valley National Bank of Phoenix, 
as Trustee, licensee for major project No. 2069, filed on February 4, 1953 a re- 
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quest for Commission approval of certain amended exhibits as a part of the 
license and for adjustment of the annual charges specified in the license. 

Actually, the exhibits in question were filed on July 19, 1951 by The Arizona 
Power Co. as a supplement to its then pending application for license for the 
project, but inasmuch as The Arizona Power Co. requested prompt issuance of 
the license, approval of the exhibits was deferred until several matters respecting 
them, which would have delayed issuance of the license, had been settled. 

One of the exhibits, exhibit “J”, sheet 2 (F. P. C. No. 2069-30), is a general 
map showing access roads within the project area, and the other exhibit, exhibit 
“K”, sheets Nos. 17, 18, and 19 (F. P. C. No. 2069-39, —40, and —41), consists of 
detail maps showing the same access and construction roads. 

Had the exhibits been approved as part of the license when issued, the amount 
of annual charges specified therein for the occupancy of Government lands, by 
the project, exclusive of transmission line rights-of-way, would have been $806.76 
rather than $753.30. 

The Forest Service has reported favorably on approval of the exhibits as part 
of the license, provided that certain roads shown on the exhibits are classified 
as non-project since they are links of public roads. Appropriate notations to that 
effect have been made on the exhibits in the Commission, pursuant to The Ari- 
zona Power Co.’s letters of October 14, and December 2, 1952 authorizing same. 

The Commission finds: 

(1) The exhibits described in the third paragraph of this order, signed on De- 
cember 1, 1950, and modified in accordance with The Arizona Power Co.’s letters 
of October 14, and December 2, 1952, conform with the Commission’s rules and 
regulations and should be approved as part of the license for project No. 2069. 

(2) The amount of annual charges to be paid under the license for recom- 
pensing the United States for the use, occupancy, and enjoyment of its lands, ex- 
clusive of those used for transmission line rights-of-way, requires correction 
as hereinafter provided. 

The Commission orders: 

(A) The exhibits referred to in finding (1) above are hereby approved and 
made a part of the license for project No. 2069. 

(B) The amount of annual charges specified in sub-paragraph (ii) of article 
26 of the license for project No. 2069, exclusive of those used for transmission 
line rights-of-way, is hereby corrected by increasing such charges from $753.30 
to $806.76. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the Fed- 
eral Power Act, and failure to file such an application shall constitute acceptance 
of this instrument. In acknowledgment of such acceptance, it shall be signed for 
the licensee and returned to the Commission within 60 days from the date of is- 
suance of this order. 


Order modifying order issuing certificate of public convenience and necessity 
Michigan Gas Storage Co. 
Docket No. G—1600 
March 11, 1953 


On October 24, 1951, the Commission issued its order granting a certificate of 
public convenience and necessity to Michigan Gas Storage Co. (applicant) author- 
izing the construction and operation of certain natural gas transmission pipeline 
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facilities which included, among other items, approximately 30 miles of 26-inch 
looping pipeline between Alma and Ovid, Mich. 

On February 10, 1953, applicant filed an application requesting that the order 
above referred to be modified so as to permit the construction and operation of 
approximately 9,000 feet of 24-inch pipeline in lieu of the 26-inch pipeline therein 
authorized. Applicant states that it has the 24-inch pipe on hand from other con- 
struction and wishes to utilize such pipe. The proposed substitution will not ap- 
preciably change the capacity of the line. The total estimated cost of the 
authorized construction will be slightly reduced by the proposed modification. 

The Comimssion finds: 

It is appropriate and desirable in the public interest that its order issued Octo- 
ber 24, 1951, as amended, be modified as hereinafter ordered. 

The Commission orders: 

(A) The aforesaid order issued October 24, 1951, as amended, be and it is here- 
by modified to authorize the construction and operation of the substitute facilities 
described in the aforesaid application filed February 10, 1953. 

(B) Nothing herein is to be construed as otherwise modifying, or in any other 
manner affecting, the aforesaid order issued October 24, 1951, as amended by 
order issued December 5, 1951. 

Chairman Buchanan not participating. 


Order authorizing and approving disposition and acquisition of facilities 
and merger or consolidation thereof 


Kansas City Power & Light Co. and Iowa Public Service Co. 
Docket No. E-6473 
March 11, 19538 


Kansas City Power & Light Co. (Kansas City), a corporation organized and 
existing under the laws of the State of Missouri, qualified to do business in the 
States of Kansas, Iowa and Missouri, and having its principal business office at 
Kansas City, Mo., and Iowa Public Service Co. (Iowa), a corporation organized 
and existing under the laws of the State of Iowa, qualified to do business in the 
States of Iowa, Nebraska and South Dakota, and having its principal business 
office at Sioux City, Iowa, on January 28, 1953, filed applications for an order, 
pursuant to section 203 of the Federal Power Act (act), authorizing the future 
disposition by Kansas City of approximately 55 miles of a 161,000-volt trans- 
mission to be constructed by it at an estimated cost of $18,000 per mile, aggregate 
estimated cost $990,000, and the acquisition of such facilities by Iowa which pro- 
poses to merge or consolidate its facilities subject to the jurisdiction of the Com- 
mission with those so to be acquired from Kansas City. 

By agreement dated October 4, 1952 between Kansas City and Iowa it is pro- 
vided that in anticipation of the parties joining with other companies operating 
electric properties in the State of Iowa to establish a 161,000-volt transmission 
line network on or before December 31, 1955 to be known as the Iowa Power Pool, 
Iowa proposes to construct approximately 236 miles of such 161,000-volt line 
from a substation north of Sioux City, Iowa, eastwardly via Fort Dodge and 
north of Iowa Falls to a substation north of Waterloo, Iowa, as an interconnect- 
ing line between the largest power plants on its system and as part of its share of 
the transmission line network for the Iowa Power Pool. Kansas City proposes 
to construct about 39 miles of similar line from a substation near Mason City, 
Iowa, southwardly to a point about 6 miles north of Iowa Falls, Iowa, where it 
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will connect with Iowa’s Sioux City-Waterloo line, referred to above, which is 
to be an important connecting line for its system and comprise part of its share of 
the transmission line network for the Iowa Power Pool. 

Kansas City originally proposed to make an interconnecticn with Iowa-Illinois 
Gas and Electric Co. at Fort Dodge and had planned to construct a 161,000-volt 
line about 79 miles in length running in a generally southwestwardly direction 
from the substation near Mason City to Fort Dodge. ‘The line whereby such 
interconnection will be made between Mason City and Fort Dodge, as now agreed 
upon by the parties, will be approximately 15 miles longer than the line originally 
proposed. 

Since the construction by Iowa for that portion of its Sioux City-Waterloo 
line between Fort Dodge and Waterloo, a distance of about 108 miles, was 
scheduled for 1955 and Kansas City desired its connection between Mason City 
and Fort Dodge earlier, it was agreed that Kansas City would construct the 
portion of such line from Fort Dodge to Iowa Falls, a distance of about 55 miles, 
and operate and maintain the same until Iowa had the line from Iowa Falls 
to Waterloo constructed and ready for operation. Upon the occurrence of the 
latter event Kansas City is to sell the line it constructed, operated and main- 
tained between Fort Dodge and Iowa Falls to Iowa at the original recorded cost 
thereof without any reduction in such cost by reason of depreciation. During 
the interval betwen the date when Kansas City puts the line into operation and 
the sale to Iowa of that portion of such line between Fort Dodge and Iowa Falls, 
Kansas City is to bear all operating costs and fixed charges applicable to the 
whole line of about 94 miles in length but is to be reimbursed by Iowa at the 
annual rate of 3.25 percent of the cost of construction of 15 miles of the said 
line at the average original cost per mile of the entire line. 

Written notice of the instant applications has been given to the State Com- 
merce Commission of Iowa, State Corporation Commission of Kansas, Public 
Service Commission of Missouri, State Railway Commission of Nebraska, Public 
Utilities Commission of South Dakota and to the Governor of each of those 
States. Notice of the applications was also published in the Federal Register 
on February 14, 1953 (18 F. R. 917), stating that any person desiring to be 
heard or to make any protest with reference to the applications should file a 
petition or protest on or before February 28, 1953. No protest or petition or 
request to be heard in opposition to the granting of such applications has been 
received. 

The Commission finds: 

(1) Kansas City, a corporation, and Iowa, a corporation, are public utilities 
within the meaning of section 203 of the act, subject to the jurisdiction of the 
Commission, as heretofore described and set forth in the orders of the Com~ 
mission entered December 11, 1951 and May 10, 1950, In the Matter of Kansas 
City Power & Light Co., docket No. E-6356 and In the Matter of Iowa Public 
Service Co., docket No. E-6271, respectively. 

(2) By the proposed transaction Kansas City will dispose of facilities subject 
to the jurisdiction of the Commission having a value in excess of $50,000 and 
Iowa will acquire and merge or consolidate its facilities subject to the jurisdic- 
tion of the Commission with those to be acquired from Kansas City, another 
person within the meaning and subject to the requirements of section 203 of 
the act. 

(3) The proposed transaction as an incident of the creation and operation of 
the contemplated Iowa Power Pool is anticipated will result in a saving in 
reserve generating capacity, reduce costs of generation of electric energy, im- 







' 
' 
} 
i 
E 
F 


SRNETIERE 





en ee ee 


= OD D 


lic 





CPP RRR ETE OTT REET 


ORDERS 869 


prove the service rendered by such companies in their respective areas and be 
consistent with the public interest as set forth in section 203 of the act. 

The Commission orders: 

(A) The proposed transaction whereby Kansas City will dispose of approxi- 
mately 55 miles of the 161,000-volt transmission to be constructed by it between 
Fort Dodge and a point 6 miles north of Iowa Falls, Iowa, and the acquisition 
of such facilities hereinbefore referred to by Iowa and the merger or consolida- 
tion of its facilities with those so to be acquired from Kansas City at the recorded 
original cost thereof be and the same hereby are authorized and approved upon 
the terms and conditions set forth in the applications, subject to the provisions 
of this order. 

(B) Kansas City and Iowa, upon consummation of the transaction herein 
authorized and approved, shall each account therefor in conformity with the 
requirements of the Commission’s uniform system of accounts and supply such 
additional information with respect to the location and physical characteristics 
of the facilities transferred as the Commission may request. 

(C) This authorization and approval shall expire unless the transactions 
hereby authorized and approved are consummated on or before December 
31, 1956. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any matter what- 
soever which may come before the Commission or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

Chairman Buchanan not participating. 





Order superseding order approving exhibits 
Connecticut River Power Co. 
Project No. 2077 
March 12, 1958 


Connecticut River Power Co., licensee for Fifteen Mile Falls project No. 2077, 
filed with the Commission on July 25, 1952, for approval in accordance with the 
provisions of article 20 of the license, exhibits including maps and detailed de- 
scription of the project area and boundary of the McIndoes and Comerford 
developments of the project. By order issued January 23, 1953, the Commission 
approved the exhibits as parts of the license, but inadvertently failed to com- 
plete its first finding. 

The Commission finds: 

(1) The order approving exhibits issued January 23, 1953 in project No. 
2077 should be rescinded. 


(2) Exhibit F, Detailed statement of project lands for McIndoes and Comer- 
ford developments ; exhibit K—1, Statement re detail maps—project area ; exhibit 
K (1)-2 (F. P. C. No. 2077-23) ; exhibit K (1)-3, Index and sheets 1, 2, and 3 
(F. P. C. Nos. 2077-22, -24, -25, and -26) ; exhibit K (1)-4, sheet 1A (F. P. C. 
No. 2077-27), superseding exhibit K (1)-—4+, sheet 1 (F. P. C. No. 2077-5), now 
a part of the license; exhibit K (2)-2 (F. P. C. No. 2077-29) ; and exhibit K 
(2)-3, Index and sheets 1 through 5 (F. P. C. Nos. 2077-28, -30 through -—34), 
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substantially comply with the requirements of the Commission’s rules and 
regulations, and should be approved. 

(3) Exhibit K (1)-4, sheet 1 (F. P. C. No. 2077-5) should be excluded from 
the license. 

The Commission orders: 

(A) The order approving exhibits issued January 23, 1953 in this matter is 
hereby rescinded. 

(B) The following described exhibits are approved as parts of the license for 
the respective developments of project No. 2077: 

Mc/, does Development 

Echibit K (1)-2.—(F. P. C. No. 2077-23), entitled “Plant area,” signed Con- 
necticut River Power Co. by Thomas J. Rouner, vice president, and dated August 
1, 1952. 

Evrhibit K (1)-3.—Index and sheets 1, 2, and 3 (F. P. C. Nos. 2077-22, —24, 
—25, and —26) entitled “Project map,” signed Connecticut River Power Co. by 
Thomas J. Rouner, vice president, and dated August 1, 1952: and 

Erhibit K (1)-4.—Sheet 1A (F. P. C. No. 2077-27) entitled “Project boundary 
map, McIndoes-Comerford transmission line.” signed Connecticut River Power 
Co. by Thomas J. Rouner, vice president, and dated August 1, 1952. 
Comerford Development 

Evhibit K (2)-2.—(F. P. C. No. 2077-29) entitled “Plant area,” signed Con- 
necticut River Power Co. by Thomas J. Rouner, vice president, and dated August 
1, 1952; and 

Erhibit K (2)-3.—Index and sheets 1 through 5 (F. P. C. Nos. 2077-28, -30 
through -—34) entitled “Project map,” signed Connecticut River Power Co. by 
Thomas J. Rouner, vice president, and dated August 1, 1952. 

(C) Exhibit K (1)-4, sheet 1 (F. P. C. No. 2077-5) is excluded from the 
license for project No. 2077. 

Chairman Buchanan not participating. 


Order consolidating proceedings, omitting intermediate decision proeedure and 
amending orders issuing certificates of public convenience and necessity 


Southern Natural Gas Co. 
Docket Nos. G—1308, G—1435 and G-1676 


March 18, 1953 


On December 15, 1952, the communities of Jemison, Thorsby, Camp Hill, 
Oneonta, Arab, Guntersville, Boaz, and Cullman, all in Alabama, filed a petition 
to amend the order of May 18, 1950, as amended on January 23, 1952, in docket 
No. G—1308. By that order, as amended, Southern Natural Gas Co. (Southern) 
was issued a certificate of public convenience and necessity authorizing it to 
construct and operate certain facilities, said order being conditioned, inter alia, 
that Southern provide natural gas service to all of such communities provided 
that the facilities to render such service be completed and placed in operation 
on or before December 31, 1952. The petition to amend filed on December 15, 
1952, requests an additional 12 months’ extension of time to enable these com- 
munities to complete the construction of the necessary facilities. 

On December 15, 1952, the Alabama communities of Helena, Morris, and 
Warrior filed their petition to amend the order of March 15, 1951, as amended 
on October 30, 1951, in docket No. G-1435; and on December 22, 1952, the town 
of Hokes Bluff, Ala., filed its petition to amend the same order. By that order, 
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as amended, Southern was issued a certificate of public convenience and neces- 
sity authorizing it to construct and operate certain facilities, said order being 
conditioned, inter alia, that Southern provide natural-gas service to such com- 
munities provided that the facilities to receive such natural-gas service be com- 
menced within 18 months from the date of the order. By the filings of December 
15 and December 22, 1952, the communities now request further amendment of 
said order to provide an additional 12 months within which to commence con- 
struction of the facilities necessary to enable them to receive natural-gas service. 

On February 24, 1953, the Alabama municipalities of Hanceville and Albert- 
ville filed a petition to amend the order of September 3, 1952 in docket No. 
G—1676, to extend until January 1, 1954 the date for the completion of con- 
struction of metering and regulating facilities to enable Southern to provide 
natural-gas service to such municipalities, alleging in such petition that diffi- 
culties have been encountered by the towns in securing steel pipe necessary for 
construction of transmission lines to take gas from Southern. The order of 
September 3, 1952 issuing a certificate of public convenience and necessity to 
Southern provided, inter alia, that Southern provide natural-gas service to such 
communities and that the facilities authorized to be constructed by Southern be 
completed and placed in operation on or before July 1, 1953. 

By order issued on January 23, 1953, the matters involved and the issues 
presented by the petitions to amend filed in docket Nos. G—1308 and G-—1435 
were consolidated for purpose of hearing, and date for hearing with respect 
thereto was fixed for February 26, 1953. 

Thereafter, by order issued on January 30, 1953, an extension of time was 
granted with respect to the community of Oneonta, one of the petitioning towns 
in docket No. G—1308, so that the date for the completion of the construction of 
facilities to enable Southern to render service to Oneonta was extended from 
December 31, 1952 to April 1, 1953. By order issued February 12, 1953, the 
Commission extended until December 31, 1953 the time within which the town 
of Hokes Bluff, one of the aforementioned petitioners in docket No. G—1425, must 
complete construction of the facilities and commence operations. 

Pursuant to due notice, a hearing was held on February 26, 1953 concerning 
the matters, involved and the issues presented by the petitions to amend in 
docket Nos. G-1308 and G-—1435, except with respect to the towns of Oneonta 
and Hokes Bluff. At such hearing, evidence was heard concerning the issues pre- 
sented by the petition to amend filed by Hanceville and Albertville, subject to 
order by the Commission with respect to the aforesaid petition filed in docket 
No. G—1676. 

The record shows that several of the petitioning communities have formed or 
are forming gas districts under the provisions of Act No. 762, general laws of 
Alabama, approved September 11, 1951. The Marshall County Gas District, 
already incorporated, includes the municipalities of Guntersville, Arab, and 
Albertville. The Cullman-Jefferson County Gas District, already incorporated, 
includes the municipalities of Cullman, Morris, Warrior, and Hanceville. The 
Chilton County Gas District, which is in the process of being incorporated, would 
include the municipalities of Jemison and Thorsby. The other petitioning mu- 
nicipalities propose to construct and operate their own separate gas systems. 

The record further shows that the delay in activating the various municipal 
projects has been due in part to the difficulty of securing the necessary pipe, and 
in part to the time necessary for arranging adequate methods for financing and 
operating the respective gas systems. It now appears that the necessary arrange- 
ments have been, or are being, completed, and that the various municipalities and 
gas districts can complete their financing and commence construction of the 
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facilities necessary to provide natural-gas service to the respecting petitioning 
municipalities on or before October 1, 1953. It was stated on the record that the 
parties, including Southern, have consented to a condition to be annexed to 
Southern’s certificates heretofore issued in docket Nos. G-1308, G-1435 and 
G-1676, fixing October 1, 1953 as the date within which financing shall have 
been completed and construction commenced of the various municipal projects. 

All parties waived the intermediate decision procedure and the right to file 
briefs, and the issues and matters presented by the aforesaid petitions to amend 
are therefore before the Commission for decision. 

The Commission finds: 

(1) It is appropriate in the public interest that the petition to amend filed 
on February 24, 1953 by the municipalities of Hanceville and Albertville in docket 
No. G-—1676 be deemed to be consolidated with the aforesaid petitions to amend 
hitherto filed in docket Nos. G-1308 and G-—1435, and that decision with respect 
to said petition to amend in docket No. G—1676 be rendered simultaneously with 
the decision in docket Nos. G-1308 and G—1435. 

(2) It is appropriate in the public interest that the intermediate decision with 
respect to the matters and issues presented by the aforesaid petitions to amend 
be waived and that decision with respect thereto be rendered forthwith, all parties 
having requested that the intermediate decision be waived. 

(3) Good cause exists to further amend the orders heretofore issued in docket 
Nos. G—1308, G—1435, and G-—1676 as hereinafter provided. 

The Commission orders: 

(A) The petition to amend filed in docket No. G—1676 be and it is hereby con- 
solidated with the aforesaid petitions to amend filed in docket Nos. G-1308 and 
G-—1435 for purpose of decision. 

(B) The certificates heretofore issued to Southern Natural Gas Company in 
docket Nos. G—1308, G—1435, and G—1676 be and they hereby are amended, 

(1) to substitute, as the entities to which Southern is authorized or directed 
to sell and deliver natural gas, the Marshall County Gas District, the Cullman- 
Jefferson County Gas District, and the Chilton County Gas District for the 
municipalities of Guntersville, Arab, Albertville, Cullman, Morris, Warrior, 
Hanceville, Jemison, and Thorsby ; 

(2) to provide with respect to each such gas district and the municipalities 
of Camp Hill, Boaz, and Helena, respectively, that, as the condition precedent to 
the exercise of its right to receive natural-gas service from Southern, it shall, 
on or before October 1, 1953, have completed the necessary financing for the whole 
of its respective project, and shall have commenced construction thereof; and 

(3) to authorize Southern, subject to the requirement set forth in paragraph 
(B) (2) hereof, to construct and operate the necessary metering and regulating 
facilities to provide natural-gas service to such municipalities and gas districts. 

(C) In all other respects all orders heretofore issued in docket Nos. G—1308, 
G-1435, and G—1676 shall remain in full force and effect. 


Order approving rate schedule for the sale of electric energy 
Brazos River Conservation & Reclamation District 
Project No. 1490 
March 18, 1953 


Brazos River Conservation & Reclamation District (District) tendered for 
filing on January 12, 1953, for approval, a proposed charge of $255,000 per year 
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including a surcharge of $6,736.19 to the Brazos Electric Power Coop., Inc. 
(Cooperative) 1 for the output of the Morris Sheppard (Possum Kingdom) pro- 
ject. This filing was stated to be made in accordance with the contract dated 
March 25, 1941, between the District and the Cooperative and in accordance with 
the District’s license. 

The District’s license issued May 25, 1938, provides (article 22) that the 
licensee shall not sell or enter into any contract for the sale of electric energy 
generated by the project unless and until such sale or contract of sale shall have 
been approved by this Commission. The original contract, dated March 25, 1941, 
is for a term of 25 years and provides for the sale of the entire output of the 
project by the District, an agency of the State of Texas, to the Cooperative at 
cost. It provides for a review of the rate to be made in January 1947 and at 
subsequent 5-year intervals. By the terms of the contract the original rate and 
any subsequent changes were to be approved by the Federal Power Commission. 

This Commission approved the form of the original contract by order of 
March 14, 1941, and supplement thereto by order of April 14, 1942. For the 
second 5-year period beginning in 1947 the parties were at first unable to reach 
an agreement. The Cooperative thereupon complained to the Commission which 
disapproved the District’s proposed rate. Upon rehearing (docket No. E-6118) 
the parties submitted an agreement providing for a total annual compensation 
of $257,500 for the second 5 years beginning June 1, 1947. This amount included 
a surcharge for the recoupment during the 5-year period beginning in 1947 of 
costs incurred during the 5-year period that were not reimbursed by the com- 
pensation provided during that period. 

In approving the $257,500 charge the Commission allocated 60-percent of general 
and administrative expenses to power production and 40 percent to other functions, 
both in computing costs for the second 5-year period and in computing the portion 
of the costs incurred during the first 5-year period which were to be recouped dur- 
ing the second 5-year period. The $257,500 annual charge, including a surcharge 
for the second 5-year period only, was found reasonable by the Commission by its 
opinion No. 171, issued December 3, 1948 and opinion No. 171—A, issued April 
19, 1951. 

On April 1, 1952, the District informed the Commission of its proposal for an 
annual charge beginning June 1, 1952 in the amount of $259,747.98 including a 
surcharge for the third 5-year period only of $9,741.47 for the recoupment of costs 
incurred during the second 5-year period. In computing its expected cost the 
District assigned certain administrative and general expenses direct to power and 
certain such costs direct to other functions, and allocated the balance, or “joint 
expenses”, 60 percent to power and 40 percent to other functions. This resulted in 
a 66 percent allocation of total administrative and general expenses to power, as 
compared to the 60 percent allocation approved by this Commission in its opinion 
No. 171. The surcharge of $9,741.47 was computed by adding the unrecouped 
cost for the years 1947, 1948, 1949 and 1951, subtracting the excess of income over 
cost for the year 1950, and apportioning the net amount over the third 5-year 
period. 

After negotiations between the District and the Cooperative both parties agreed 
on a total annual compensation of $255,000 including a reduced surcharge of 
$6,736.19. This compromise settlement was reached by redetermining estimated 
future costs by allocating the “joint expenses” referred to above, 50 percent to 
power and 50 percent to other functions, giving approximately the same result as 
the previous 60-40 percent allocation applied to total administrative and general 


1 Formerly Brasos River Transmission Electric Coop. 
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expenses. In like manner the 50-50 percent allocation of “joint expenses” was 
applied to the costs during the past second 5-year period reducing the costs, the 
excess of costs over income, and hence the surcharge computed by apportioning 
such excess costs over the third 5-year period. 

The Commission finds: 

The rate of $255,000 per year, proposed to be charged by the District to the 
Cooperative, of which $6,736.19 is a surcharge effective only for the third 5-year 
period beginning June 1, 1952, is reasonable and appropriate for the administra- 
tion of the Federal Power Act. 

The Commission orders: 

(A) The rate of $255,000 per year, including a surcharge of $6,736.19 which is 
effective only for the 5-year period beginning June 1, 1952, proposed to be charged 
by the District for the sale of electric output from the Morris Sheppard project 
to the Cooperative, be and it hereby is approved. 

(B) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by this Commission in any proceeding now pend- 
ing, or hereafter instituted, by or against the applicant. 


Findings and order issuing temporary certificate of public convenience and 
necessity 


Lone Star Gas Co. 
Docket No. G—2005 
March 18, 1958 


On July 16, 1952, Lone Star Gas Co. (applicant), a Texas corporation having 
its principal place of business at Dallas, Tex., filed an application pursuant to 
section 7 of the Natural Gas Act for a certificate of public convenience and ne- 
cessity authorizing it to construct and operate approximately 5.7 miles of 16-inch 
connecting a pipeline and a 2640-horsepower compressor station, and to store gas 
in the Mississippi Lime Reservoir of the so-called New York City Field located 
in Clay County, Tex. Said application was amended on July 25, 1952, to sub- 
stitute 12-inch for 16-inch pipe and to shorten the length of pipeline to be con- 
structed to 5.0 miles. The application was supplemented on December 5, 1952, and 
was further amended on February 9, 1953, so that applicant should be the sole 
operator in the storage field, instead of having a portion of the operations in such 
storage field conducted by its affiliate, Lone Star Producing Co. In said amend- 
ment filed on February 9, 1953, applicant requests that it be issued a temporary 
certificate. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
March 12, 1953 concerning the matters involved and the issues presented by the 
application, as supplemented and amended. No protest to the application has 
been received. 

The record shows that applicant currently has available natural gas received 
from fields in Oklahoma which cannot be currently utilized during the summer 
months, and, further, that applicant needs additional sources of gas during the 
winter to enable it to meet its estimated future peak-day requirements. 

It further appears that the estimated maximum input into the reservoir will 
be approximately 20,000 M. c. f. per day and that a compressor station of 2,640 
horsepower will be required to enable applicant to inject such quantities. The 
record shows that applicant will be enabled to withdraw gas from the storage field 
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in volumes up to 80,000 M. c. f. per day, and that all operations in the field will 
be conducted by applicant. 

The estimated cost of the project is $1,144,616.95, which applicant proposes to 
finance from available funds on hand. Applicant has indicated its willingness 
to acquiesce in a condition in any certificate to be issued that within a reasonable 
period of time after the storage project has been activated, applicant shall fur- 
nish to the Commission evidence that actual operations have demonstrated the 
feasibility of the project for gas storage operations. 

The Commision finds: 

(1) Lone Star Gas Co., a Texas corporation having its principal place of busi- 
ness at Dallas, Tex., owns and operates, among other facilities, a natural-gas 
transmission pipeline system located in the States of Texas and Oklahoma, and 
by such operations is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption, subject to the 
jurisdiction of the Commission, and is, therefore, a “natural-gas-company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order of April 11, 1944, in docket No. G-442, 4 FPC 565. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, and the construction and operation thereof by applicant are subject 
to the requirements of subsections (c) and (e) of section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) Subject to the conditions hereinafter set forth, the proposed construction 
and operation of the facilities hereinbefore described by applicant are, or will 
be, required by the public convenience and necessity, and a certificate therefor 
should be issued. 

(5) Applicant having requested the omission of the intermediate decision pro- 
cedure, und all the requirements of the provisions of Section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s rules of practice and procedure having been sat- 
isfied, sufficient cause exists for the Commission forthwith to render a decision 
in the instant proceeding. 

The Commission orders: 

(A) A temporary certificate of public convenience and necessity be and the 
same is hereby issued authorizing Lone Star Gas Co. to construct and operate the 
facilities hereinbefore described, all as more fully described in the application, 
as supplemented and amended, in docket No. G—2005, for the transportation of 
natural gas in interstate commerce as therein set forth, subject to the jurisdic- 
tion of the Commission, upon the terms and conditions of this order. 

(B) The following conditions be and the same hereby is attached to the issu- 
ance of the certificate issued to applicant in paragraph (A) hereof: 

(1) Said temporary certificate shall be void and without force or effect unless 
accepted by applicant within 30 days from the date of issuance of this order: 
Provided, however, That such acceptance may be filed within 30 days from the 
date of issuance of the order of the Commission, upon an application for rehear- 
ing of this order, if any, or within 30 days from the date on which such applica- 
tion may be deemed to have veen denied when the Commission has not acted on 
such application within 30 days after it has been filed: and Provided, further, 
That such acceptance may be filed within 30 days after final disposition of pro- 
ceedings for judicial review of this order. 
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(C) The following conditions be and the same hereby are attached to the exer- 
cise of rights granted under the temporary certificate issued to applicant in para- 
graph (A) hereof: 

(1) The temporary certificate hereby issued shall extend to July 1, 1954, and 
prior to such date applicant shall submit evidence with respect to the feasibility 
of its storage project upon the basis of which the Commission will determine 
whether a “permanent” certificate may properly be issued. 

(2) The construction of the facilities hereinbefore described shall be com- 
pleted and said facilities shall be in actual operation by applicant within 6 
months from the date of the issuance of this order. 

(3) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following : 

(a) Within 10 days after the bona fide beginning of construction, notice of 
the date of such beginning; 

(b) Monthly reports stating the volumes of gas injected into and removed 
from the storage reservoir, the closed-in wellhead pressures, and the quantities 
of liquid hydrocarbons and water removed. 

(c) Reports on temperature surveys to determine well leakage when the res- 
ervoir pressures reach 500 pounds per square inch gauge, 1,000 pounds per square 
inch gauge, 2,000 pounds per square inch gauge, and the highest pressure reached 
in the year 1953; 

(d) Monthly reports showing the progress of construction. 

(e) Within 10 days after construction of the facilities herein authorized has 
been completed, notice of the date of completion of construction; and 

> (f) Within 90 days of the date of completion of construction, a report of total 
} costs subdivided into items similar to those shown on pages 3 and 4 of the second 
amended application, together with a statement showing and explaining the 
eause for any difference between actual cost and estimates of cost relied upon 
by applicant in this proceeding. 

(4) The temporary certificate hereby issued to applicant is not transferable 
and shall be effective only so long as applicant continues the operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, as well 
as the applicable rules, regulations, and orders of the Commission. 

(D) The record in this proceeding be and the same hereby is kept open for 
such further orders by the Commission as may be necessary in the premises. 


: Findings and order issuing certificate of public convenience and necessity 
United Gas Pipe Line Co. 
Docket No. G—2064 
March 18, 1953 


On September 12, 1952, United Gas Pipe Line Co. (applicant), a Delaware cor- 
poration having its principal place of business at Shreveport, La., filed an appli- 
cation and, on November 28, 1952, a supplement thereto, for a certificate of 
public convenience and necessity pursuant to section 7 of the Natural Gas Act, 
authorizing the construction of a pipeline crossing of the Red River, in Red River 
Parish, La. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 9, 1953, respecting the matters involved and the issues presented by the 
application, as supplemented. No protest to the granting of the application has 
been received. 
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The record shows that applicant owns and operates, inter alia, a 24-inch natu- 
ral-gas pipeline extending from the Carthage Field in Panola County, Tex., to 
applicant's Sterlington compressor station near Monroe, La., that said line crosses 
the Red River by means of a suspension bridge in Red River Parish, La., and that 
applicant here proposes to construct 0.7 additional mile of 24-inch transmission 
line across the Red River, using the existing suspension bridge. Said additional 
line, under an agreement entered into between applicant and Texas Eastern 
Transmission Corp. (Texas Eastern) on September 11, 1952, would be connected 
with facilities now being constructed by Texas Eastern pursuant to the certifi- 
eate issued Texas Eastern on December 12, 1952, in docket No. G-1947, and would 
be operated by Texas Eastern as authorized by said certificate. 

The record further shows that, under the agreement of September 11, 1952, 
Texas Eastern will pay to applicant $140,830, the estimated cost of the project, 
that this amount will remain as a credit to Texas Eastern to be applied against 
an annual payment of $64,850 by Texas Hastern as a license charge for its opera- 
tion and use of the pipeline, and such charge will include compensation by Texas 
Eastern to applicant for ordinary maintenance of the proposed crossing to be 
rendered by applicant. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
at Shreveport, La., owns and operates, among other facilities, a natural-gas 
transmission pipeline system located in the States of Alabama, Louisiana, Missis- 
sippi, Oklahoma, and Texas, and by such operations is engaged in the transporta- 
tion and sale for resale of natural gas in interstate commerce subject to the 
jurisdiction of the Commission, and is, therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order of November 10, 1942, in docket No. G—232, 3 F. P. C. 863. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, and the construction and maintenance thereof by Applicant 
are subject to the requirements of subsections (c) and (e) of section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to perform the construction and 
maintenance proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 C. F. R. 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The construction and maintenance of the facilities hereinbefore described 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant to construct and maintain the facilities hereinbefore 
described, all as more fully described in the application, as supplemented, in this 
proceeding, upon the terms and conditions of this order. 

(B) The following condition be and the same is hereby attached to the issnance 
of the certificate issued in paragraph (A) hereof: 

The certificate herein granted shall be void and without force or effect 
unless accepted in writing by applicant within 30 days from the date of 
issuance of this order : Provided, however, That such acceptance may be filed 












































A 


878 FEDERAL POWER COMMISSION 


within 30 days from the date of issuance of the order of the Commission upon 
an application for rehearing of this order, if any, or within 30 days from the 
date on which such application may be deemed to have been denied when the 
Commission has not acted on such application within 30 days after it has 
been filed: and Provided, further, That such acceptance may be filed within 
30 days after final disposition of proceedings for judicial review of this order. 

(C) The following conditions be and the same are hereby attached to the ex- 
ercise of rights granted by the certificate issued in paragraph (A) hereof: 

(1) Construction of the facilities herein authorized shall be completed by ap- 
plicant within 6 months from the date of issuance of this order. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following: 

(a) within 10 days after the bona fide beginning of construction, notice of the 
date of such beginning ; 

{b) each 3 months after the date of issuance of this order, a progress report 
showing the exact status of the construction authorized herein; 

(c) within 10 days after construction of the facilities herein authorized has 
been completed, notice of the date of completion of construction ; 

(d) within 6 months after the facilities herein authorized have been con- 
structed, a statement showing the actual cost of constructing said facilities and 
showing separately the actual cost of labor, materials, right-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, con- 
tingencies, and all other items of cost, together with a statement showing and ex- 
plaining the cause for any difference between actual cost and estimates of cost 
relied upon by Applicant in this proceeding. 

(3) The certificate issued in paragraph (A) hereof is not transferable, and 
shall be effective only so long as applicant continues the services authorized by 
this order in accordance with the provisions of the Natural Gas Act, as well as 
applicable rules, regulations, and orders of the Commission. 


Order authorizing issuance of common stock 
California Electric Power Co. 
Docket No. E-6478 


March 18, 1953 


California Electric Power Co. (applicant), incorporated under the laws of the 
State of Delaware, doing business in the States of California and Nevada, and 
having its principal business office in Riverside, Calif., filed an application on 
February 16, 1953, and amendment thereto on March 6, 1953, pursuant to section 
204 of the Federal Power Act, requesting authorization for the issuance of (1) 
136,249 shares of common stock (par value $1 per share), and (2) $8,000,000 
principal amount first mortgage bonds. Applicant requests that the Commission 
by separate orders authorize the issuance of said stock and bonds. 

Applicant proposes, on or about March 23, 1953 (unless postponed), to publicly 
invite sealed written proposals for the purchase or underwriting of said common 
stock through distribution of a “public invitation for bids for the purchase of 
136,249 shares of common stock,” setting forth terms and conditions relating 
thereto. All bids must be for the entire amount of the proposed issuance and 
may be made by a single bidder or group of bidders with no bidder submitting or 
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participating in more than one bid. Each bid, which must be accompanied by a 
certified or bank cashier’s check or checks aggregating $75,000, must specify the 
price per share and, in case of a bid by a group of bidders, the number of shares 
of the proposed issuance to be purchased by each member of the group. All bids 
must be presented to the applicant before 11: 30 a. m. (e. s. t.), on March 31, 1953, 
unless postponed. Unless the applicant shall reject all bids (which it reserves 
the privilege so to do), or exclude a bid or bids for reasons specified in the public 
invitation, it will accept the bid which offers it the highest price per share for the 
proposed issuance. 

The proceeds from the proposed issuance of securities will be used along with 
other funds to retire presently outstanding short-term bank loans and to provide 
a portion of the funds needed to carry forward the applicant’s 1953 construction 
program, which is estimated to require approximately $11,279,000. 

Written notice of the application has been given to the Public Utilities Com- 
mission of California and to the Public Service Commission of Nevada and 
to the Governor of each of those States. Notice of the application has also been 
given by publication in the Federal Register on February 21, 1953 (18 F. R. 1048-— 
1049), stating that any person desiring to be heard or to make any protest with 
reference to the application should file a petition or protest on or before March 
7, 1953. No protest or petition or request to be heard in opposition to the granting 
of said application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission's order dated January 15, 
1952, In the Matter of California Electric Power Co., docket No. E-6397. 

(2) The proposed issuance of 136,249 shares of common stock, $1 par value, 
will constitute an issuance of securities within the purview of section 204 of 
the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the meaning 
of section 204 (f) of the Federal Power Act, and the proposed issuance of 
securities is, therefore, not exempt by virtue of that section from the require- 
ments of section 204 of the act. 

(4) The proposed issuance of securities will, along with other funds, enable 
applicant to obtain funds to retire presently outstanding short-term bank loans 
and to carry forward its 1953 construction program. 

(5) The proposed issuance and sale through competitive bidding of 136,249 
shares of common stock, as hereinafter authorized, will be for a lawful object, 
within the corporate purposes of the applicant and compatible with the public 
interest, which is appropriate for and consistent with the proper performance by 
the applicant of service as a public utility and which will not impair its ability 
to perform that service and is reasonably appropriate for such purposes. 

The Commission orders: 

(A) The proposed issuance and sale of common stock, described above, upon 
the terms and conditions, and for the purposes specified in the application, be 
and the same is hereby authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale at competitive bidding shall not be con- 
summated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of section 34.2 (k) (3) of the Commission’s rules relating to compliance with 
competitive bidding requirements and section 34.2 (k) (4) of the rules, relating 
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to affiliation, and shall have either filed such amendments or shall have mailed 
them and advised the Commission by telephone and telegraph as contemplated 
by section 34.9 of the rules. 

(ii) The Commission shall have approved the price per share to the applicant 
of the common stock by further order. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 60 days from the date of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determination of cost, or any other matter whatsoever 
which may come before this Commission, or any other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of properly claimed 
or asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect of any securities to which this 
order relates. 


Order amending license (major) 
Whiting-Plover Paper Co. 
Project No. 1967 
March 18, 1953 


Application was filed June 26, 1952 by Whiting-Plover Paper Co., licensee for 
major project No. 1967, for amendment of its license for the project situated on 
the Wisconsin River, in Portage County, Wis. 

The application seeks authorization to replace the present project dam, con- 
sisting of two parts separated by an island, with two concrete gravity over- 
flow sections located just downstream from the present sections. The rebuilt 
dam will maintain water levels under normal conditions no higher than those 
maintained by the present dam. 

The application states that the replacement is necessary because the old dam 
sections were constructed over 50 years ago, are in very poor condition, and 
constitute a danger to the licensee and its works on the Wisconsin River. 

The Secretary of the Army and the Chief of Engineers, and the Under Secre- 
tary of the Interior have reported on the application, as has the Public Service 
Commission of the State of Wisconsin. 

The Commission finds: 

(1) Amendment of license for project No. 1967 as hereinafter provided is 
not inconsistent with the previous findings in this matter. 

(2) The exhibits filed as part of the application for amendment and desig- 
nated as exhiibts J and L drawing No. WP-102 (F. P. C. No. 1967-12) supple- 
menting exhibit J drawing Nos. WP 1302A and 1302B (F. P. C. Nos. 1967-1 
and -2) now part of the license, and exhibit L drawing Nos. WP-100 and 101 
(F. P. C. Nos. 1967-10 and -11) superseding in part exhibit 1 drawings 
Nos. WP 1300 and 1304 (F. P. C. Nos. 1967-4 and -7) now part of the license, 
conform with the Commission’s rules and regulations and should be approved as 
part of the license for the project as amended. Note: Since the only part of 
exhibit L drawing No. WP 1304 (F. P. C. No. 1967-7) not superseded shows the 
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' Plover River dams not included in the project, this drawing is considered as 
superseded in its entirety. 

The Commission orders: 

t (A) The exhibits referred to in finding (2) above as having been filed as part 
of the application for amendment are approved as part of the license except ex- 

i hibit L, drawing No. WP 1304 (F. P. C. No. 1967-7) which is hereby eliminated 
from the license. 

S (B) The license for Whiting-Plover Paper Co.’s project No. 1967 is hereby 

, amended, effective as of the first day of the month in which acceptance hereof is 

r filed with the Commission ; said amendment being: 

d ParaGraPH I. Article 2 of the license is amended to read as follows: 

n Article 2. The project covered by and subject to this license, known as the 

d Lower Paper Mill, is located in Portage County, Wis., and consists of: 

A. All lands constituting the project area and inclosed by the project boundary 
ie or the limits of which are otherwise defined, and/or interests in such Jands nec- 
s essary or appropriate for the purposes of the project ; the location of such project 

area and project boundary being more specifically shown and described by cer- 
tain exhibits which accompanied the application for license or application for 
amendment thereof, and which are designated and described as follows: 

Ecrhibit J—Drawings Nos. WP 1302A and B (F. P. C. Nos. 1967-1 and -2), 

vicinity map; 

Evhibit K.—Drawing No. 708-2 (F. P. C. No. 1967-9), Project Boundaries. 

B. All project works consisting of two low concrete gravity overflow dams lo- 

cated on each side of island No. 1 in the NE% of sec. 17, T. 23 N., R. 8 E., 4th 
Principal meridian, the west dam being about 469 feet long, and the east dam 
about 218 feet long; four hydraulic turbines geared to a common-line shaft to 
= which is belted a 375 kilovolt-ampere alternator, and two hydraulic turbines 

- geared to a common-line shaft to which is belted a 250 kilowatt alternator; and 
hydraulic and electrical structures and other facilities appurtenant to the opera- 

- tion of such machinery and contained in or part of a mill building located be- 

tween the east dam and the east bank of the river; the location, nature and char- 

= acter of which project works are more specifically shown and described by the 

- exhibits hereinbefore cited and by certain other exhibits which also formed part 

‘i of the application for license or applications for amendment thereof and which 

| are designated and described as follows: 

- Evhibits J € L.—Drawing No. WP 102 (F. P. C. No. 1967-12) Relative loca- 

= tion of dams and plan of west dam ; 

a. Evrhibit L.—Drawing No. WP 1300 (F. P. C. No. 1967-4) insofar as it shows 
the mill building 5; Drawing No. WP 1301 (F. P. C. No. 1967-5) Elevation arch 
foundations bldg. 5; Drawing No. WP 1305 (F. P. C. No. 1967-8) Section of tur- 

is bine units; Drawing No. WP 100 (F. P. C. No. 1967-10) West channel dam; 
Drawing No. WP-101 (F. P. C. No. 1967-11) East channel dam. 

ig- Exhibit M.—Description of electrical and mechanical equipment in one sheet 

a. signed on July 10, 1951. 

4 C. All other structures, fixtures, equipment, or facilities used or useful in 

01 the maintenance and operation of the project and located on the project area, 

gs including such portable property as may be used and useful in connection with 

—. the project or any part thereof, whether located on or off the project area, if 

a and to the extent that the inclusion of such property as a part of the project is 

of approved or acquiesced in by the Commission ; also, all rights, lands, or interests 

ne in lands, the use and occupancy of which are necessary or appropriate in the 


maintenance and operation of the project. 
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(C) This order shall become final within 30 days of the date of its issuance 
unless application for rehearing shall be filed as provided by section 313 (a) 
of the Federal Power Act, and failure to file such application shall con- 
stitute acceptance of this license amendment. In acknowledgment of the ac- 
ceptance of this amendment, it shall be signed for the licensee and returned to 
the Commission within 60 days from the date of issuance of this order. 


Order modifying order issuing certificate of public convenience and necessity 
Southern Natural Gas Co. 
Docket No. G-1907 


March 19, 1953 


On February 2, 1953, Southern Natural Gas Co. (applicant) filed a petition 
to modify the order issuing a certificate of public convenience and necessity 
issued on October 31, 1952 in the above-docketed proceeding. 

Petitioner requests modification in the following particulars: 

(a) Three 16-inch pipeline crossings of the Pearl River, in Mississippi in 
lieu of six 12-inch pipeline crossings. 

(b) One crossing of the Bogue Chitto River in Louisiana with three 16-inch 
pipelines in lieu of two crossings each consisting of four 12-inch pipelines. 

(c) Two miles of 14-inch pipeline extending from the Romere Pass gas field 
to applicant’s Franklinton-Olga trunk line. 

(d) 0.6 miles of 85-inch pipeline extending from the Coquille Bay field to 
applicant’s Franklinton-Olga trunk line in lieu of 2.7 miles of 85-inch pipeline. 

(e) 18.5 miles of 12%-inch pipeline from the Lake Sand field to the Duck Lake 
field in lieu of 12.7 miles of 10%-inch pipeline. 

(f) 30.5 miles of 20-inch pipeline from Carville, La., to Duck Lake gas field in 
lieu of 36.9 miles of 20-inch pipeline. 

Applicant states that the changes are due to relocation of field delivery points 
and to expected economies in the installation of larger sized pipe for river 
crossings in lieu of multi-numbered smaller sized pipe lines. 

Applicant estimates the modification will reduce the estimated costs from 
$5,611,600 to $5,121,800, or approximately $490,000. 

The petition for modification has been served on all parties and no objection 
thereto has been received. 

The Commission finds: 

It is necessary and appropriate to carry out the provisions of the Natural 
Gas Act and in the public interest to modify the order issuing a certificate of 
public convenience and necessity issued on October 31, 1952 in this proceeding, 
as hereinafter provided. 

The Commission orders: 

(A) The order, issued on October 31, 1952, issuing a certificate of public 
convenience and necessity to Southern Natural Gas Co. in this proceeding be 
and the same is hereby modified by authorizing the changes enumerated in 
clauses (a) through (f) above. 

(B) In all other respects the terms and conditions of said order issued on 
October 31, 1952 are to remain in full force and effect. 


ORDERS 883 


Order amending order issuing certificate of public convenience and necessity 
MidSouth Gas Co. 
Docket Nos. G-1445 and G-1680 


March 23, 1953 


MidSouth Gas Co. (MidSouth) filed on January 13, 1953, a petition to amend 
a certificate of public convenience and necessity issued to applicant in docket 
No. G-1445 on September 18, 1952, as hereinafter set forth. 

The certificate of pubiic convenience and necessity issued to MidSouth in 
docket No. G-1445, among other things, authorized it to construct and operate 
approximately 17 miles of laterals and connections, varying in diameter from 
23% to 6% inches, to supply gas to be secured from Texas Eastern Transmission 
Corp. to customers of MidSouth in the Arkansas communities of Beebe, Cabot, 
Calion, Hampton, and Paragould. 

By its petition to amend filed on January 13, 1953, MidSouth requests that 
the Commission amend its order issued September 18, 1952, in such a manner 
as to rescind the authorization granted to MidSouth to supply natural gas for 
service to consumers in the Arkansas towns of Calion and Hampton. 

MidSouth states that the proposed amendment will not affect the feasibility 
of its authorized project or require any increase in rates. The proposed invest- 
ment as to the entire MidSouth project was estimated to be $11,328,176 by 1956, 
of which less than 1 percent represented the investment required for the towns 
of Calion and Hampton. Further, the gross revenues in 1956 from its authorized 
facilities was estimated at $4,541,900, of which only $24,740 or less than 0.5 
percent would represent revenues from these towns. 

In the petition to amend MidSouth recites that : 


The minimal effect on the project of the proposed change, and the fact 
that such change will enable petitioner to make a substantial saving in the 
purchase of gas, indicates that no increase in rates will be necessary. 


It appears that natural gas service to the towns of Calion and Hampton will 
be supplied by the Arkansas Louisiana Gas Co. (Arkansas Louisiana) in lieu of 
the service by MidSouth.! 


It appears that the Arkansas Public Service Commission on December 12, 
1952, found that the towns of Calion and Hampton would be more feasibly served 
by Arkansas Louisiana than by MidSouth and adopted an order issuing a cer- 
tificate of public convenience and necessity to Arkansas Louisiana to construct, 
operate, and maintain facilities in said towns and the areas adjacent thereto, 
and revoked the certificate previously issued to MidSouth. 

Due notice of the filing by MidSouth of its petition to amend was published 
in the Federal Register on January 28, 1953, (18 F. R. 606). 
application has ben received. 

The Commission finds: 


No protest to the 


It is appropriate in carrying out the provisions of the Natural Gas Act that the 
certificate of public convenience and necessity issued September 18, 1952, be 
amended as hereinafter ordered. 


1See petition to amend filed January 13, 1953, by MidSouth Gas Co., requesting modi- 


fication of the Commission's order of July 3, 1952, in docket No.G-1693. (11 F. P. 
1306) 
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The Commission orders: 

(A) The order issued September 18, 1952, issuing a certificate of public con- 
venience and necessity to the MidSouth Gas Co. be and it is hereby amended by 
rescinding the authority therein granted to MidSouth to supply natural gas for 
service in the Arkansas towns of Calion and Hampton, subject, however, to the 
condition, respectively as to each said town, that natural-gas service be provided 
by Arkansas Louisiana Gas Co. within 6 months from the date of issuance of the 
order herein. 

(B) Except for the amendment herein provided to the Commission’s order 
issued September 18, 1952, said order shall be and the same is left unchanged by 
the Commission. 


Order amending order issuing certificate of public convenience and necessity 


Texas Eastern Transmission Corp., Alabama-Tennessee Natural Gas Co., Ten- 
nessee Gas Co., Shippensburg Gas Co., and Consumers Gas Co. 


Docket Nos. G—1693, G—1473, G-1649, G—1727, and G-1737 
March 28, 19353 


On January 13, 1953, MidSouth Gas Co. (MidSouth) filed a petition request- 
ing modification of the Commission’s order of July 3, 1952, in docket No. G-1693, 
whereby the Commission issued to Texas Eastern Transmission Corp. (Texas 
Eastern) a certificate of public convenience and necessity authorizing Texas 
Eastern, inter alia, to reserve gas for MidSouth in the maximum peak-day vol- 
ume of 6,513 M. c. f., subject to certain conditions set forth in said order. In 
said petition, MidSouth requests that the gas so conditionally reserved be re- 
duced to the maximum daily quantity of 5,000 M. c. f., and that MidSouth be 
authorized to purchase gas under Texas Eastern’s SGS rate schedule instead of 
its GS rate schedule. From said petition, it further appears that MidSouth 
would provide natural-gas service to the Arkansas communities of Beebe, 
Cabot, and Paragould, but not to the Arkansas towns of Calion and Hampton, 
as required by paragraph (B) (4) of said order issued July 3, 1952. Notice 
of the filing of such petition was published in the Federal Register on January 
30, 1953 (18 F. R. 657). 

On the same date, January 13, 1953, Texas Eastern filed a petition to amend 
the July 3, 1952 order to provide for said reduction of gas reserved for MidSouth, 
to 5,000 M. c. f., and to further amend said order so that Texas Eastern be 
authorized and directed to reserve for Arkansas Louisiana Gas Co. (Arkansas 
Louisiana) a daily volume of gas not to exceed 300 M. c. f., said sales to be made 
under Texas Eastern’s SGS rate schedule, and to be resold by Arkansas Louis- 
iana in the town of Hampton, Ark., one of the communities required to be served 
by MidSouth under paragraph (B) (4) of the order issued July 3, 1952. 

From data filed in connection with such petition on January 13, 1953, it ap- 
pears that Arkansas Louisiana will serve the town of Calion directly by con- 
structing additional distribution facilities to extend from its existing distribution 
system located adjacent to Calion. It further appears that the Arkansas Public 
Service Commission, on December 12, 1952, on the finding that the towns of 
Calion and Hampton could be more feasibly served by Arkansas Louisiana than 
by MidSouth, entered its order issuing a certificate of public convenience and 
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necessity to Arkansas Louisiana to construct, operate, and maintain distribution 
facilities in said towns and the areas adjacent thereto, and revoked the certificate 
previously issued by it to MidSouth. 

From said petitions, and the data submitted in connection therewith, it ap- 
pears that the requirements of MidSouth for service to the towns of Beebe, 
Cabot and Paragould can be adequately met with the maximum quantity of 
5,000 M. c. f. per day now requested, and that, if MidSouth is enabled to purchase 
gas from Texas Eastern under the latter’s SGS rate schedule, substantial sav- 
ings in MidSouth’s operational costs will result. In addition, it appears that the 
natural-gas requirements of the towns of Calion and Hampton can be better 
met by Arkansas Louisiana than by MidSouth. 

The Commission finds: 

It is appropriate in carrying out the provisions of the Natural Gas Act and 
in the public interest that paragraph (B) (4) of the order, issued July 3, 1952, 
be amended as hereinafter ordered. (11 F. P. C. 211) 

The Commission orders: 

Paragraph (B) (4) of the order in docket No. G—1693 accompanying opinion 
No. 231, issued July 3, 1952, be and it is hereby amended to read as follows: 

(B) (4) Texas Eastern is hereby authorized and directed to reserve 
from the presently estimated unallocated and unsold delivery capacity of 
its system: (a) for MidSouth Gas Co. a daily volume of natural gas which 
shall not exceed 5,000 M. c. f. unless otherwise ordered by the Commission, 
for the purpose of providing natural-gas service to the Arkansas towns of 
Beebe, Cabot, and Paragould: Provided, however, That MidSouth Gas Co. 
shall, within 30 days from the date of issuance of this amendatory order, 
inform the Commission, in writing, that it will purchase the gas so con- 
ditionally reserved under Texas Eastern’s applicable SGS rate schedule; 
and Provided, further: That such reservation of gas shall be for a period 
of 6 months from the date of issuance of this amendatory order; and (b) 
for Arkansas Louisiana Gas Co. a daily volume of natural gas which shall 
not exceed 300 M. c. f., unless otherwise ordered by the Commission, for 
the purpose of providing natural-gas service to the town of Hampton, 
Arkansas: Provided, however, That Arkansas Louisiana Gas Co. shall, 
within 30 days from the date of issuance of this amendatory order, inform 
the Commission, in writing, that it will purchase the gas so conditionally 
reserved under Texas Eastern’s applicable SGS rate schedule; and Provided, 
further; That such reservation of gas shall be for a period of 6 months 
from the date of issuance of this amendatory order. 


Findings and order issuing a certificate of public convenience and necessity 


The Manufacturers Light & Heat Co. and 
Cumberland & Allegheny Gas Co. 


Docket No. G—2060 


March 23, 1953 


On September 12, 1952, The Manufacturers Light & Heat Co. (Manufacturers) 
and Cumberland & Allegheny Gas Co. (Cumberland) (hereinafter sometimes 
referred to as applicants) filed a joint application, which was supplemented on 
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December 12, 1952, for a certificate of public convenience and necessity pursuant 
to section 7 of the Natural Gas Act, authorizing (1) Manufacturers to acquire 
and operate certain natural-gas transmission facilities of Cumberland, set forth 
in appendix A of this order, and to assume all natural-gas transmission services 
and operations rendered thereby, and (2) Cumberland to discontinue all natural- 
gas transmission services and operations and to abandon its facilities set forth 
in said appendix A by transfer to Manufacturers. 

Pursuant to due notice, a public hearing was held on the joint application, as 
supplemented, in Washington, D. C., on March 17, 1953. No protest to the 
joint application has been received. 

Manufacturers is a subsidiary of The Columbia Gas System, Inc. (Columbia), 
which owns 99.9 percent of the stock of Manufacturers, and Cumberland is a 
wholly-owned subsidiary of Columbia. Manufacturers owns and operates a 
natural-gas transmission pipeline system located in the States of Ohio, Pennsy1- 
vania, and West Virginia, connecting at various points along the Pennsylvania- 
West Virginia and Pennsylvania-Maryland State lines with the facilities of 
Cumberland. Cumberland owns and operates, among other facilities, approxi- 
mately 269 miles of transmission pipelines in West Virginia, approximately 87 
miles of transmission pipelines in Maryland and three compressor stations ag- 
gregating 2,150 horsepower, located in Lewis County, W. Va., Garrett County, 
Md., and Preston County, W. Va. By means of said facilities, Cumberland 
transports and sells natural gas in interstate commerce, subject to the juris- 
diction of the Commission. Cumberland also renders natural-gas service at 
retail in 23 communities in West Virginia, and 11 communities in Maryland, 
as more fully set forth in appendix B of this order, and furnishes natural-gas 
service to 10 industrial customers, four in West Virginia and six in Maryland. 
In addition to the foregoing natural-gas service, Cumberland delivers natural 
gas, uader exchange agreements, to Manufacturers and to Equitable Gas Co. 
(successor to Pittsburgh & West Virginia Gas Co.). 

Manufacturers proposes to acquire and operate all of the properties and facili- 
ties of Cumberland, including the natural-gas transmission facilities hereinbefore 
described. Applicants propose to accomplish the proposed acquisition by the 
contribution to Manufacturers by Columbia of all of the capital stock of Cumber- 
land, and as a capital contribution to Cumberland the forgiveness by Columbia 
of all the outstanding funded debt of Cumberland which is held by Columbia. 
Thereafter, Cumberland proposes to take steps to dissolve, and Manufacturers, 
as sole stockholder will acquire all the property, rights, and franchises of Cum- 
berland upon dissolution, assuming at the same time the remaining liabilities 
and obligations of Cumberland. Reclassification and original cost studies have 
been filed by Cumberland with the Commission. On April 1, 1947 the Commis- 
sion issued an order approving disposition of amounts classified in account 107, 
gas plant adjustments. At the present time, the books of Cumberland show that 
no amounts are classified in account 100.5, gas plant acquisition adjustments, or 
account 107, gas plant adjustments. Applicants propose to dispose of $220.00 
in account 301, organization, on the books of Cumberland by a charge to account 
538, miscellaneous income deductions. 

Applicants anticipate that no financing will be required in connection with the 
proposed acquisition. 

Manufacturers proposes to adopt the rates of Cumberland which are in effect 
at the time of the proposed acquisition, and no changes in presently rendered 
service or in supervisory personnel of Cumberland are contemplated as a result 
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of the proposed transfer, except those which result in more efficient operation 
by reason of said transfer of properties and operations. 

Applicants state that the proposed acquisition is a move toward the corporate 
simplification of operating companies in the system of Columbia. Applicants 
also expect to achieve substantial savings in bookkeeping and administrative 
expenses through the proposed acquisition. Said acquisition will permit opera- 
tion of the existing facilities of Manufacturers and those of Cumberland as an 
integrated pipe-line system. 

Applicants propose to consummate the transfer of properties immediately upon 
receiving requisite authorizations from all Federal and State regulatory agencies 
concerned. 

The Commission finds: 


(1) Manufacturers, a Pennsylvania corporation having its principal place of 
business at Pittsburgh, Pa., owns and operates, among other facilities, a natural- 
gas transmission pipeline system located in the States of Ohio, Pennsylvania, and 
West Virginia, and by such operations is engaged in the transportation and sale 
of natural gas in interstate commerce for resale for ultimate public consumption, 
subject to the jurisdiction of the Commission, and is, therefore, a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its orders of August 31, 1943, in docket No. G-496, 3 F. P. C. 
1079, and of December 29, 1944, in docket No. G—593, 4 F. P. C. 821. 

(2) Cumberland, a West Virginia corporation having its principal place of 
business at Pittsburgh, Pa., owns and operates, among other facilities, a natural- 
gas transmission pipeline system located in the States of West Virginia and 
Maryland, and by such operations is engaged in the transportation and sale of 
natural gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion, and is, therefore, a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its order of De- 
cember 28, 1943 in docket No. G-387, 4 F. P. C. 472. 

(3) The facilities hereinbefore described, all as more fully described in the 
application, as supplemented herein, and set forth in appendix A hereto, which 
are proposed to be acquired and operated by Manufacturers, are used in the 
transportation and sale of natural gas in interstate commerce for resale for 
ultimate public consumption, subject to the jurisdiction of the Commission, and 
the acquisition and operation thereof by Manufacturers as proposed in said ap- 
plication, as supplemented, are subject to the requirements of subsections (c) 
and (e) of section 7 of the Natural Gas Act. 

(4) After the acquisition referred to in finding (3) hereof, the service, sub- 
ject to the jurisdiction of the Commission, to be rendered by Manufacturers by 
means of the facilities hereinbefore described will be in all respects identical 
with such service presently being rendered by Cumberland, such service con- 
sisting of the transportation and sale of natural gas, hereinbefore referred to, 
and the sale in the communities and to the customers set forth in appendix (B) 
hereto. 

(5) Applicant, Manufacturers, is able and willing properly to do the acts and 
to perform the service proposed and to conform to the provisions of the Natural 
Gas Act, and the requirements, rules and regulations of the Commission there- 
under. 

(6) The proposed acquisition and operation of the facilities hereinbefore de- 
scribed, by Manufacturers, are required by the publie convenience and necessity 
and a certificate therefor should be issued as hereinafter ordered and conditioned. 
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(7) As appears from findings (3) and (4) hereof, the acquisition here proposed 
will result in the continued operation by Manufacturers of all of the facilities 
of Cumberland, subject to the jurisdiction of the Commission, and the service ren- 
dered by means of such facilities will be unaffected by the acquisition as pro- 
posed; therefore, and since the Commission will hereinafter authorize the 
acquisition as proposed, on the basis of findings (5) and (6) hereof, a separate 
decision on Cumberland’s application to abandon becomes duplicitious and un- 
necessary, and it should accordingly be dismissed as hereinafter ordered. 

(8) Applicants having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 C. F. R. 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to The Manufacturers Light & Heat Co. authorizing it to acquire from 
Cumberland and Allegheny Gas Co. and to operate each and all of the facilities 
referred to in finding (3) hereof, and to render each and all of the services 
referred to in finding (4) hereof upon the terms and conditions of this order. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof. 

Said certificate shall be void and without force or effect unless it be accepted 
in writing by The Manufacturers Light & Heat Co. within 30 days from the 
date of the issuance of this order: Provided, however, That such acceptance 
may be filed within 30 days from the date of issuance of any order upon an 
application for rehearing, if any, of this order, or within 30 days from the 
date on which any such application may be deemed to have been denied when 
the Commission has not acted thereon: and Provided, further, That such 
acceptance may be filed within 30 days after final disposition of the judicial 
review of proceedings initiated by any petition for review of this order. 

(C) The following conditions be and the same hereby are attached to the 
exercise of rights granted under the certificate issued in paragraph (A) hereof: 

(1) The acquisition of each and all of the facilities hereby authorized shall be 
completed, and each and all of the operations and services hereby authorized 
shall be actually undertaken and regularly performed by The Manufacturers 
Light & Heat Co. within one year from the date of issuance of this order. 

(2) The Manufacturers Light & Heat Co. shall file with the Commission, 
in writing and under oath, an original and four conformed copies of the following: 

(i) on or before 60 days from the date of issuance of this order, a progress 
report showing the exact status of the acquisition hereby authorized ; 

(ii) within 10 days after the acquisition hereby authorized has been con- 
Summated and authorized operations have commenced, notice of the dates of 
such consummation and such commencement of operations ; 

(iii) within 6 months after consummation of the acquisition hereby authorized, 
a statement showing and explaining the cause for any differences between the 
actual cost of the facilities involved in such acquisition, and the estimates of 
cost relied upon by applicants in this proceeding. 

(3) The operations and service to be rendered by Manufacturers, by means of 
the facilities to be acquired as hereby authorized, shall be undertaken and com- 
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mence smultaneously with the discontinuance of operations and service rendered 
by Cumberland & Allegheny Gas Co. by means of said facilities. 

(4) The certificate issued to The Manufacturers Light & Heat Co. in paragraph 
(A) of this order is not transferable in any manner and shall be effective only 
so long as The Manufacturers Light & Heat Co. continues each and all of the 
operations authorized by this order and in accordance with the provisions of 
the Natural Gas Act, as well as applicable rules, regulations, and orders of the 
Commission. 

(D) Cumberland & Allegheny Gas Co.’s application to abandon, as supple- 
mented herein, be and the same hereby is dismissed. 


APPENDIX A 


TRANSMISSION FACILITIES OWNED BY CUMBERLAND AND ALLEGHENY GAS COMPANY 
WHICH ARE PROPOSED TO BE TRANSFERRED TO THE MANUFACTURERS LIGHT AND 
HEAT COMPANY IN DOCKET NO. G-—2060 


1. TRANSMISSION PIPE-LINE FACILITIES: 


A. Main transmission pipe lines: 

Approximately 113 miles of 12-inch, 10-inch and parallel 10-inch and 6-inch 
lines extending from the city of Cumberland, Alleghany County, Md., to the 
Thomas compressor station of Cumberland and Allegheny Gas Co. in Lewis 
County, W. Va. 

B. Lateral transmission pipe lines: 

(i) Approximately 7% miles of 10-inch and 8-ineh line from the vicinity of 
Cumberland, Md. north to a connection with The Manufacturers Light & Heat 
Co. at a point on the Pennsylvania-Maryland boundary near State Line com- 
pressor station, Londonderry Township, Bedford County, Pa. 

(ii) Approximately 20 miles of 6-inch and 4-inch line running north from 
Piedmont, W. Va. to another connection with The Manufacturers Light & Heat 
Co. at a point on the Pennsylvania-Maryland boundary in Southampton Town- 
ship, Somerset County, Pa. 

(iii) Approximately 11 miles of 8-inch and 35 miles of 10-inch line running 
north from Union District, Grant County, W. Va., to the vicinity of Oakland, 
Md., and thence northwest through Terra Alta, W. Va., to a connection with The 
Manufacturers Light & Heat Co. at a point on the Pennsylvania-Maryland 
boundary just east of Point Marion, in Fayette County, Pa., together with branch 
lines from the Mountain Lake Park, Garrett County, Md., producing field and 
the Terra Alta, Preston County, W. Va., producing field. 

(iv) Approximately 18 miles of 6-inch and 8-inch line extending south through 
the community of Elkins, W. Va., to a connection with Atlantic Seaboard Corp., 
in Beverly District, Randolph County, W. Va. 

(v) Certain other lateral lines, both for the purpose of serving various 
communities and for gathering gas from local producing fields. 


2. COMPRESSOR FACILITIES: 


A. Thomas compressor station, a 1350-horsepower station in Freemans Creek 
District, Lewis County, W. Va. 

B. Loch Lynn compressor station, a 725-horsepower station in Mountain Lake 
Park District No. 16, Garrett County, Md. 

C. Rowlesburg compressor station, a 75-horsepower station in Reno District, 
Preston County, W. Va. 
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APPENDIX B 


LIST OF COMMUNITIES NOW SERVED BY CUMBERLAND AND ALLEGHENY GAS COMPANY 
BY MEANS OF THE TRANSMISSION FACILITIES PROPOSED TO BE ACQUIRED BY THE 
MANUFACTURERS LIGHT AND HEAT COMPANY. 


WEST VIRGINIA 


Community Location Population 
DN a CD CI indi tines 6, 016 
I eM Pe i Ak ae RE SN icing 8, 945 
Ms se dicepte eon meee a ae Randolph County._......-----.. 9, 121 
SI inna Crain aera, ee eke se DOTHOUS COURETncncaccccncsnnis 1, 699 
I eR eke Salat: po ae, ae 515 
0 ee a ee DOTOOEE CONE ivictciciionntninn 72 
ee ee pe a 800 
Nk a OE. Gn css cicicaniticcicinnts 2, 531 
a Bir ti 6 rele yy Ck. ee 2, 186 
a a gs aie eae pee PONG TR vk ct ttittndcins 396 
a 3 a are aw Presto. Qemirkicncidcicanccesnt 544 
OU i io ciceeeecicslilndaes POONER: - CR ncckdcwmieiicimdon 1, 299 
RT NN a a a Prethen:. GuaeG sn ncssncsnsinciiianss 1, 649 
IS i ecstatic clita OI CI ss sisicecierictinttecisntincin 2, 009 
RN SI ih a cdea aioe nals Sse gta dia iaiae NR I siti inl cies 1, 271 
Riis i cate h Gaird a dteiennaiiabint CI CG va iiicicatithiitnntdcncesectltie 283 
I a teat teehee enact Tucker County__-_---- ihtaidaiiiteiei 492 
Rtas ae hac chic alas cal I CO ii a siricctcetietincties 1, 146 
PU aii ceich tial bas SUA pace real aiaeatel see DEROTOE COUNT cine cndswcncda 1, 754 
cist nbcceiil ai tates eee Deen!) COUN iis cbc crcccea 6, 347 
Sel a a iL indent bles nena SE icici dcitiindiies 2, 565 
NN ic: ais ati eK cbc dled OE OTE siiitticieccs 318 
NINO bd ee ie Randolph County. .........._ 227 
MARYLAND 
I ela peas atc mene Allegany Cowmity............... 37, 679 
a i a ag a a arg COSTE, COWIE occccccsecsen 1, 640 
I i Siang incase talc a ee <i 320 
Mountain Lake Park.................. Co a Seen 891 
icicle ati etches cect ednine cts BI COGN vc ccmecdnancuae 6, 876 
Riss saicts cated ath inniniincisedeee alicia Allegany County... ...-- _-. 2, 289 
cha a BOGRRY COMBET. ncccccccccs 695 
NN Sia aki casciralciicacnntian aan cia Allegany County..----.-... 889 
AO caer ap ala OO a ee 652 
iii leat i glk PED. SOD vicecrsttinitinsivnniaits 3, 431 
ge | ROTOEE . CO raniticitcnndiawee 415 


Also, the adjacent rural areas in Garrett and Allegany Counties, Maryland 
and in Upshur, Lewis, Randolph, Barbour, Preston, Tucker, Mineral, Harrison, 
and Braxton Counties in West Virginia. 
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Findings and order issuing a certificate of public convenience and necessity 
United Fuel Gas Co. 
Docket No. G—2061 


March 23, 1953 


On September 12, 1952, United Fuel Gas Co. (applicant) filed with the Com- 
mission an application, which was supplemented on December 11, 1952 and on 
February 2, 1953, for a certificate of public convenience and necessity pursuant 
to section 7 of the Natural Gas Act, authorizing the construction and operation 
of certain natural-gas transmission facilities, hereinafter described, in connec- 
tion with the proposed development, activation and operation of certain under- 
ground storage facilities, all as more fully described in said application, as sup- 
plemented. No protest to the application has been received. 

Applicant proposes, in its application, as supplemented, to construct and operate 
approximately 32.5 miles of 24-inch natural-gas transmission pipeline extending 
from its existing Lanham compressor station in Putnam County, W. Va., to a 
proposed new storage pool near Ripley, in Jackson County, W. Va., and to activate 
said proposed storage pool, to be designated as X—59, with an estimated ultimate 
maximum daily withdrawal rate of 180,000 M. c. f. at a maximum storage pres- 
sure of 1200 pounds per square inch gage. 

On February 13, 1953, the Commission issued an order fixing date of hearing 
for March 16, 1953, respecting only the matters involved and the issues presented 
by that part of such application, as supplemented, as requests authorization for 
the construction and operation of approximately 32.5 miles of 24-inch pipeline 
between its existing Lanham compressor station and its proposed storage pool 
X-59, and for the activation and operation of said storage pool X—59. 

The record shows that applicant’s proposed storage pool X—59, with an approxi- 
mate area of 15,500 acres, is expected to have a maximum storage capacity of 
20,000,000 M. c. f. at 1,200 pounds per square inch gage, of which 8,000,000 M. c. f. 
will be cushion gas and the balance of 12,000,000 M. c. f. as its maximum annual 
input volume. Applicant estimates that at the proposed maximum operating 
pressure of 1,200 pounds per square inch gage, the deliverability from its pro- 
posed storage pool X-59 will be approximately 180,000 M. c. f. per day of natural 
gas. 

The record further shows that applicant proposes to inject approximately 
2,269,000 M. c. f. of natural gas into its proposed storage pool X-59 from July 
through October 1953, and that no deliveries from said pool are expected until the 
1955-1956 winter season. By February 1, 1958, applicant expects said pool will 
be capable of delivering approximately 150,000 M. c. f. per day. 


1It may be noted that, although not the subject of this order, the application at docket 
No. G—2061 includes a proposal to construct and operate approximately 18 miles of 20-inch 
natural-gas transmission pipeline extending from a point of connection with the proposed 
32.5 miles of 24-inch pipeline, described above, in the proposed storage pool X—59, to its 
proposed storage pool X-58 near Limestone, in Wood and Wirt Counties, W. Va., and 
to construct and operate a compressor station, to be known as compressr station X—58, 
consisting of three 880-horsepower units each supercharged to 1,100 horsepower, together 
with auxiliary equipment and piping, to be located at said proposed storage pool X—58. 

Applicant heretofore has made application, in docket No. G—1952, for authorization to 
acquire leaseholds, drill wells and install well and field lines in connection with the activa- 
tion and operation of said proposed storage pool X-58. Proceedings upon said application 


are the subject of a decision by a presiding examiner who conducted the hearing in that 
case, issued March 5, 1953. 
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Applicant proposes the construction and operation of approximately 32.5 miles 
of 24-inch pipeline hereinbefore described for the purpose of injecting and with- 
drawing natural gas into and from its proposed storage pool X—59 and facilities 
in the storage pool required for its activation, development and operation.? 

The estimated cost of construction of the proposed transmission facilities be- 
tween applicant’s Lanham compressor station and its proposed storage pool X-59 
is approximately $2,531,040, and the estimated cost of activating and developing 
said storage pool X-59 is approximately $1,885,800. Applicant proposes to obtain 
the necessary funds for such construction and activation from its parent com- 
pany, The Columbia Gas System, Inc. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business at 
Charleston, W. Va., owns and operates, among other facilities, a natural-gas 
transmission pipeline system located in the States of West Virginia and Ohio, is 
engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdiction of the 
Commission, and is, therefore, a “natural-gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission in its order of 
March 1, 1944, in docket No. G—341, 4 F. P. C. 534. 

(2) These facilities comprising approximately 32.5 miles of 24-inch natural- 
gas transmission pipeline extending from applicant’s existing Lanham com- 
pressor station in Putnam County, W. Va., to its proposed storage pool X-—59 near 
Ripley, in Jackson County, W. Va., and the facilities required for the activation, 
development and operation of said proposed storage pool X—59, as hereinbefore 
described, all as more fully described in the application as supplemented in this 
proceeding, are proposed to be used in the transportation and sale of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, and 
the construction and operation thereof by applicant are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed to be rendered by means of the facilities referred to in finding 

(2) hereof, and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules, and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities, referred to in 
finding (2) hereof, are required by the public convenience and necessity, and a 
certificate therefor should be issued to applicant, as hereinafter ordered and 
conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 132 (b) (18 
C. F. R. 1.32 (b)) of the Commission’s rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision with respect to that part of the application herein involving the 
facilities referred to in finding (2) hereof. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing United Fuel Gas Co. to construct and operate the facilities 
referred to in finding (2) of this order for the transportation and sale of natural 


gas as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 


*Said 24-inch pipeline also would be utilized by applicant in connection with the pro- 
posed 18 miles of 20-inch pipe extending to its storage pool X-58, and the proposed com- 
pressor station X-58, to transport natural gas to and from said storage pool X—58, if and 
when these facilities are authorized. See note 1, supra. 





rs 
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(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued to applicant in paragraph (A) hereof: 

Said certificate shall be void and without force or effect unless it be accepted 
in writing by applicant within 30 days from the date of the issuance of this order: 
Provided, however, That such acceptance may be filed within 30 days from 
the date of issuance of any order upon an application for rehearing of this order, 
if any, or within 30 days from the date on which any such application may be 
deemed to have been denied when the Commission has not acted thereon: 
and Provided, further, That such acceptance may be filed within 30 days after 
final disposition of the judicial review of proceedings initiated by any petition 
for review of this order. 

(C) The following conditions be and the same hereby are attached to the 
exercise of the rights granted under the certificate issued in paragraph (A) 
hereof : 

(1) The construction of all of the facilities hereby authorized shall be com- 
pleted and actual performance of all of the operations hereby authorized shall 
be undertaken and regularly performed by applicant no later than February 1, 
1958. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following : 

(i) within 10 days after the bona fide beginning of construction, notice of 
the date of such beginning ; 

(ii) each 3 months after the date of the issuance of this order, a progress 
report showing the exact status of the construction hereby authorized; 

(iii) within 10 days after the facilities hereby authorized have been con- 
structed and placed in operation, notice of the date of such placement; and 

(iv) within 6 months after the facilities hereby authorized have been con- 
structed and placed in operation and authorized operations have been com- 
menced, a statement showing the actual cost of constructing said facilities by 
operating units, and showing separately the actual cost of labor, materials, 
rights-of-way, damages, surveys, engineering, inspection, overhead, interest dur- 
ing construction, contingencies, and all other items of cost, together with a 
statement showing and explaining the cause for any difference between actual 
cost and estimates of cost relied upon by applicant in this proceeding. 

(3) The certificate issued to applicant in paragraph (A) of this order is not 
transferable in any manner and shall be effective only so long as applicant 
continues the operations authorized by this order in accordance with the pro- 
visions of the Natural Gas Act, as well as applicable rules, regulations, and orders 
of the Commission. 





Order authorizing issuance of first mortgage bonds 
California Electric Power Co. 
Docket No. E-6478 
March 24, 1953 


California Electric Power Co. (applicant), incorporated under the laws of the 
State of Delaware, doing business in the States of California and Nevada, and 
having its principal business office in Riverside, Calif., filed an aplication on Feb- 
ruary 16, 1953, and amendments thereto on March 6 and March 18, 1953, pursuant 
to section 204 of the Federal Power Act, requesting authorization for the issuance 


of $8,000,000 principal amount first mortgage bonds. 
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Applicant proposes to issue the $8,000,000 principal amount first mortgage bonds, 
—— percent series due 1983, under a first mortgage indenture, dated October 1, 
1943, to The International Trust Company, trustee, as heretofore supplemented, 
and as to be further supplemented by a fifth supplemental indenture, dated April 
1, 1953. 

Applicant proposes, on or about March 27, 1953 (unless postponed ), to invite bids 
for the purchase of the first mortgage bonds by newspaper publication and through 
distribution of a “Public invitation for bids for the purchase of $8,000,000 principal 
amount of first mortgage bonds, —— percent series due 1983” setting forth the 
terms and conditions relating thereto. Each bid, which must be accompanied by 
a certified or bank cashier’s check or checks aggregating $400,000, must be in 
writing and shall (1) specify the annual interest rate of the bonds which shall be 
a multiple of 4% percent, (2) specify the price (exclusive of accrued interest), 
to be paid to the applicant which shall not be less than 100 percent of the principal 
amount thereof, and (3) provide that the accrued interest on the bonds from 
April 1, 1953, to the date of payment therefor and delivery thereof will be paid 
to the applicant by the purchasers. All bids must be delivered to the applicant at 
or before 11:30 a. m. (e. s. t.), on April 6, 1953, unless postponed. Unless the 
applicant shall reject all bids (which it reserves the privileges so to do), or ex- 
clude a bid or bids for reasons specified in the public invitation, it will accept the 
bid which provides the lowest anual cost of money to it. 

The proceeds from the proposed issuance of bonds will be used along with 
other funds to retire presently outstanding short-term bank loans and to provide 
a portion of the funds needed to carry forward the Applicant’s 1953 construction 
program, which is estimated to require approximately $11,279,000. 

Written notice of the application has been given to the Public Utilities Com- 
mission of California and to the Public Service Commission of Nevada and to the 
Governor of each of those States. Notice of the application has also been given by 
publication in the Federal Register on February 21, 1953 (18 F. R. 1048-1049), 
stating that any person desiring to be heard or to make any protest with reference 
to the application should file a petition or protest on or before March 7, 1953. No 
protest or petition or request to be heard in opposition to the granting of said 
application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order dated January 15, 
1952, In the Matter of California Electric Power Company, docket No. E-6397. 

(2) The proposed issuance of first mortgage bonds will constitute an issuance 
of securities within the purview of section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the meaning 
of section 204 (f) of the Federal Power Act, and the proposed issuance of secur- 
ities is, therefore, not exempt by virtue of that section from the requirements of 
section 204 of the Act. 

(4) The proposed issuance of securities will, along with other funds, enable Ap- 
plicant to obtain funds to retire presently outstanding short-term bank loans and 
to carry forward its 1953 construction program. 

(5) The proposed issuance and sale through competitive bidding of first 
mortgage bonds, as hereinafter authorized, will be for a lawful object, within the 
corporate purposes of the applicant and compatible with the public interest, 
which is appropriate for and consistent with the proper performance by the 
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applicant of service as a public utility and which will not impair its ability to per- 
form that service and is reasonably appropriate for such purposes. 
The Commission orders: 

(A) The proposed issuance and sale of first mortgage bonds, described above, 
upon the terms and conditions, and for the purposes specified in the application, 
be and the same is hereby authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale at competitive bidding shall not be 
consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of section 34.2 (k) (3) of the Commission’s rules relating to compliance 
with competitive bidding requirements and section 34.2 (k) (4) of the rules, 
relating to affiliation, and shall have either filed such amendments or shall have 
mailed them and advised the Commission by telephone and telegraph as con- 
templated by section 34.9 of the Rules. 

(ii) The Commission shall have approved the price to be received by the 
applicant for the first mortage bonds and the interest rate thereon, by a further 
order. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 60 days from the date of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuation, estimates or determination of cost, or any other matter what- 
soever which may come before this Commission, or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or obli- 


gation on the part of the United States in respect of any securities to which this 
order relates. 


Order confirming and approving temporary rate schedule 
United States Department of the Interior, Southwestern Power Administration 
Docket No. E-6488 


March 25, 1953 


By letter received March 24, 1953, Southwestern Power Administration (SPA) 
advised the Commission that recent unexpected heavy rains in the drainage 
basin of the White River above the Bull Shoals project has filled the power pool 
and is now filling the flood pool, and that they would begin spilling water by 
March 25 to the extent not utilized for the generation of electric energy. In 
its attempt to market the off-peak portion of the available dump energy which 
can be generated as a result of the high water conditions, SPA states that it 
has been unable to obtain a price greater than one mill per kilowatt-hour for 
such energy, which is % mill less than its rate for dump energy presently avail- 
able in special contracts, and that the only alternative it has is to spill water or 
accept the one mill price. 

Accordingly, on March 24, 1953, SPA, pursuant to the Flood Control Act of 
1944 (58 Stat. 887), filed, through the Secretary of the Interior, for confirma- 
tion and approval by the Commission, a proposed rate schedule for the sale of 
off-peak dump energy, at one mill per kilowatt-hour, to be generated during the 
period ending June 30, 1953. The proposed rate schedule provides that the rate 
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will be available to any customer who enters into a contract with the SPA for 
the purchase of dump energy delivered from the transmission system of SPA 
during the off-peak hours of 10 P. M. to 7 A. M. each week day, and the hours 
of 10 P. M. Saturday to 7 A. M. Monday, who also has a contract with SPA for 
the purchase of firm or peaking power and energy. The proposed rate schedule 
is to be designated as rate schedule D-1. 

The Commission finds: 

Under the above stated circumstances the proposed rate schedule D-1 ap- 
plicable to the sale of off-peak dump energy should be approved for the period 
not beyond June 30, 1953. 

The Commission orders: 

The proposed Southwestern Power Administration rate schedule D-1 filed on 
March 24, 1953, being attached hereto and made a part hereof, hereby is con- 
firmed and approved for the period ending June 30, 1953. Such approval shall 
not be considered as establishing any precedent with respect to rates and charges 
for dump energy rates or any other power and energy to be hereafter sold by 
Southwestern Power Administration. 

The effective date of this order shall be March 24, 1953. 


UNITED STATES OF AMERICA 
DEPARTMENT OF THE INTERIOR 
SOUTHWESTERN POWER ADMINISTRATION 


RATE SCHEDULE D-1 OFF-PEAK DUMP ENERGY 


(Effective March 24, 1953) 
Available: 

In the entire territory served by the Southwestern Power Administration. 
Applicable: 

To any customer who enters into a contract with the Southwestern Power Ad- 
ministration for the purchase of dump energy delivered from the transmission 
system of SPA during the off-peak hours of 10: 00 p. m. to 7: 00 a. m. each week 
day, and the hours from 10:00 p. m. Saturday to 7: 00 a. m. Monday, who also 
has a contract with SPA for the purchase of firm or peaking power and energy. 
Character of Service: 

The electric power and energy shall be delivered hereunder as three phase 
alternating current at a frequency of approximately 60-cycles per second and 
at a nominal delivery voltage agreed upon between the administrator and the 
customer with an allowable variation of 5 percent above or below nominal 
voltage. 

Rate: 

One mill per kilowatt-hour. 
Minimum Bill: 

None. 

Point of Delivery: 

Power shall be delivered to each purchaser at a point or points to be agreed 
upon by the administrator and the purchaser. 
Billing: 

Bills for power will be rendered monthly. All bills shall be due and payable 
at the office of the administrator within 30 days from the date of the bill; pro- 
vided, however, that if the thirtieth day be a Sunday or a holiday, the following 
business day shall then become the due date. 
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Failure to receive a bill shall not release the purchaser from liability for 
payment. 

The administrator may, at any time thereafter, and after giving 10 days’ ad- 
vance notice in writing, discontinue service until all past due bills are paid. Re- 
mittances received by mail after the due date will be accepted by the Government, 
without penalty, provided payment was mailed on or before the due date as evi- 
denced by post mark. 

Discontinuance of service, as herein provided, shall not relieve the purchaser 
of its liability for the agreed monthly payment during the period of time service 
is discontinued. 


Findings and order issuing certificate of public convenience and necessity 
Natural Gas Pipeline Co. of America 


Docket No. G—2099 
March 27, 1953 


On December 8, 1952, Natural Gas Pipeline Co. of America (applicant), a Dela- 
ware corporation having its principal place of business at Chicago, IIL, filed an 
application, as supplemented on February 27 and March 10, 1953, for a certificate 
of public convenience and necessity pursuant to section 7 of the Natural Gas Act, 
authorizing the operations, sales and service described as follows: 

(a) The delivery by applicant to Natural Gas Storage Co. of Illinois (Storage 
Co.) through the facilities of Texas Illinois Natural Gas Pipeline Co. (Texas 
Illinois), for the respective accounts of applicant’s utility customers and the 
sale to applicant’s utility customers at the time of such delivery, such quantities 
of gas for storage as each of such utility customers of applicant may direct ; 

(b) The making available by applicant to Texas Illinois of such quantities 
of gas as applicant’s utility customers make available to it for delivery ail 
sale by Texas Illinois to Storage Co. for use by the latter as cushion «: | 
operational gas; 

(c) The delivery by applicant to its utility customers of the equivalent of 
those quantities of gas owned by such utility customers and in storage. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
March 13, 1953, respecting the matters involved and the issues presented by the 
application as supplemented. No protests to the application have been received. 

By its opinion No. 236 and accompanying order, issued September 11, 1952, 
In the Matter of Natural Gas Storage Co. of Illinois, docket No. G—1757, the 
Commission issued a certificate of public convenience and necessity to Storage 
Co. authorizing the acquisition, construction and operation of facilities for the 
transportation and underground storage of natural gas in interstate commerce 
in Kankakee and Iroquois Counties, near the village of Herscher, Ill. The 
Commission, in said opinion No. 236, found, among other things, that the base 
storage or cushion gas necessary for the development of the proopsed storage 
project will be purchased by Storage Co. from its affiliate, Texas Illinois, and that 
Texas Illinois and applicant will be obligated upon demand to deliver and sell 
to the utility customers, making gas available for storage by curtailment, their 
required volumes under the storage plan. The opinion noted, however, that 
Texas Illinois had not then obtained certificate authorization from the Com- 
mission to make the sale of cushion gas to Storage Co., and that applicant and 
Texas Illinois had not then obtained authorization from the Commission to 
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deliver and sell storage gas to their utility customers. The Commission's order 
issued January 8, 1953, in said docket No. G-1757, modified the certificate of 
public convenience and necessity issued to Storage Co. on September 11, 1952, 
only so as to authorize Storage Co. to operate facilities for the underground 
storage of natural gas for the utility customers of applicant and Texas Illinois, 
and to authorize the ownership of the top storage gas so stored by such utility 
customers as may purchase from either applicant or Texas Illinois for storage, 
and who enter into a service agreement with Storage Co. for such service. 

The proposed operations, sales and service constitute the manner in which 
applicant’s participation in the overall underground storage project authorized 
in docket No. G—1757 will be performed.’ 

Concurrently with the issuance of this order the Commission is accepting for 
filing changes in applicant’s F. P. C. gas tariff necessary to carry out provision 
(b) of the proposed operations described above. Prior to commencement of the 
operations described in (a) and (c) above, it will be necessary for applicant to 
modify its F. P. C. gas tariff in accordance with the pro forma tariff sheets 
constituting exhibit P, and the exchange agreement constituting exhibit X-—4, 
as appended to the supplement to application filed with the Commission 
on February 27, 1953, and as modified and revised by the second supplement to 
application filed with the Commission on March 10, 1953. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
at Chicago, Il]., owns and operates, among other facilities, a natural-gas trans- 
mission system located in the States of Oklahoma, Kansas, Nebraska, Iowa and 
Illinois, and by such operations is engaged in the transportation and sale of 
natural gas in interstate commerce for ultimate public consumption, and is, 
therefore, a “natural-gas company” within the meaning of the Natural Gas Act, 
as heretofore found by the Commission in its order dated October 13, 1942, in 
docket No. G—235, 3 F. P. C. 830. 

(2) The operations, sale and service hereinbefore described will constitute 
trausportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and such transportation and sale by applicant 
are subject to the requirements of subsections (c) and (e) of section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed operations, sales and service by applicant are required by the 
public convenience and necessity, and a certificate therefor should be issued as 
hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s rules of practice and procedure having 
heen satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant to perform the operations, sales and service as here- 


1Concurrently with the filing of the application in docket No. G—2099, Texas Illinois 
filed with the Commission, in docket No. G-2098, an application for a certificate of public 
convenience and necessity authorizing Texas Illinois to construct facilities and perform 
services which constitute Texas Illinois’ participation in the overall underground storage 
program. 
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inbefore described, all as more fully described in the application and supplement 
thereto in this proceeding and the exhibits appended thereto, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate herein granted shall be void and without force or effect unless 
accepted in writing by applicant within 30 days from the date of issuance of this 
order: Provided, however, That such acceptance shall be filed within 30 days 
from the date of issuance of any order upon an application for rehearing of this 
order, if any, or within 30 days from the date on which any such application may 
be deemed to have been denied when the Commission has not acted thereon: and 
Provided, further, That such acceptance shall be filed within 30 days after final 
disposition of the judicial review of proceedings initiated by any petition for 
review of this order. 

(C) The following conditions be and same hereby are attached to the exercise 
of rights granted by the certificate issued in paragraph (A) hereof: 

(1) The operations, sale and service herein authorized shall be actually under- 
taken and regularly performed by applicant within 6 months from the date of 
issuance of this order. 

(2) Sixty days prior to the commencement of the operations described in (a) 
and (c) in the first paragraph of this order, applicant shall file with the Com- 
mission the changes in its F. P. C. gas tariff necessary to carry out such opera- 
tions and consistent with the pro forma tariff sheets constituting exhibit P, and 
the exchange agreement constituting exhibit X-4, as appended to the supplement 
to application filed herein with the Commission on February 27, 1953, and as 
modified and revised by the second supplement to application filed herein with 
the Commission on March 10, 1953. 

(3) This certificate is not transferable and shall be effective only so long as 
applicant continues all the operations hereby authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore issued by the Commission. 





Findings and order issuing certificate of public convenience and necessity 
Texas Illinois Natural Gas Pipeline Co. 
Docket No. G-2098 
March 27, 1953 


On December 8, 1952, Texas Illinois Natural Gas Pipeline Co. (applicant), a 
Delaware corporation having its principal place of business at Chicago, IIL, 
filed an application, as supplemented on February 27 and March 10, 1953, for 
a certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act, authorizing the construction and operation of a side-tap inter- 


connection between applicant's existing main pipeline facilities and the 30-inch 
pipeline of its affiliate, Natural Gas Storage Co. of Illinois (Storage Co.) 
authorized, among other things, by the Commission by order accompanying 
opinion No. 236 issued on September 11, 1952, as modified by order issued 
January 8, 1953, In the Matter of Natural Gas Storage Co. of Illinois, docket No. 
G-1757. Applicant also requests authorization for the following operations: 
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(a) The delivery to Storage Co. and the sale to applicant's utility customers 
at the time of such delivery, of such quantities of gas as applicant’s utility 
customers may desire to have stored for their respective accounts; 

(b) The delivery to Storage Co. and the sale to Natural Gas Pipeline Co. of 
America (Natural) at the time of such delivery, of such quantities of gas as 
Natural may request to be stored for the respective accounts of Natural’s utility 
customers; ? 

(c) The receipt from Storage Co. and the delivery to the utility customers of 
applicant, for the account of Storage Co., of the equivalent volumes of gas 
owned by each such customer in storage; 

(d) The receipt from Storage Co. and delivery to Natural of volumes of gas 
equivalent to those volumes of gas owned by Storage Co.’s utility customers and 
delivered by Natural to such utility customers of Storage Co.; 

(e) The sale and delivery to Storage Co. of such quantities of gas as utility 
customers make available for use by Storage Co. as cushiom and operational 
Bas; 

(f) The sale and delivery to Storage Co. of such quantities of gas as Natural’s 
utility customers make available for use by Storage Co. as cushion and opera- 
tional gas. 

Pursuant to due notice, a public hearing was held in Washimgton, D. C. on 
March 13, 1953, respecting the matters involved and the isswes presented by 
the application as supplemented. No protests to the application have been 
received. 

By its opinion No. 236 and accompanying order, issued September 11, 1952, in 
docket No. G—1757, the Commission issued a certificate of public convenience 
and necessity to Storage Co., authorizing the acquisition, construction and opera- 
tion of facilities for the transportation and underground storage of natural gas 
in interstate commerce in Kankakee and Iroquois Counties, near the village of 
Herscher, Ill. The Commission, in said opinion No. 236, found among other 
things, that the base storage or cushion gas necessary for the development of 
the proposed storage project will be purchased by Storage Co. from its affiliate, 
applicant herein, and that applicant and Natural will be obligated upon demand 
to deliver and sell to the utility customers, making gas available for storage by 
curtailment, their required volumes under the storage plan. The opinion noted, 
however, that applicant had not then obtained certificate authorization from 
the Commission to make the sale of cushion gas to Storage Co., and that applicant 
and Natural had not then obtained authorization from the Commission to de 
liver and sell storage gas to their utility customers. The Commission’s order 
issued January 8, 1953, in said docket No. G—1757, modified the certificate of 
public convenience and necessity issued to Storage Co. on September 11, 1952, 
only so as to authorize Storage Co. to operate the facilities for the underground 
storage of natural gas for the utility customers of Natural and applicant, and to 
authorize the ownership of the top storage gas so stored by such utility customers 
us may purchase from either applicant or Natural for storage, and who enter 
into a service agreement with Storage Co. for such service. 

The proposed side-tap interconnection will provide the means by which appli- 
cant will deliver to Storage Co. the gas for the underground storage project 


1 By our order issued simultaneously herewith in docket No. G-2099, Natural is author- 
ized, among other things, to sell to its utility customers such quantities of eas as are deliv- 
ered to Storage Co. by applicant and sold by applicant to Natural at the time of such 
delivery to Storage Co., as Natural may request to be stored for the respective accounts 
of its utility customers. 
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authorized in docket No. G—1757, and the proposed operations constitute the 
manner in which applicant’s participation in the overall storage program will 
be performed.” 

Concurrently with the issuance of this order the Commission is accepting for 
filing changes in applicant’s F. P. C. gas tariff necessary to carry out provisions 
(e) and (f) of the proposed operations described above. Prior to commence- 
ment of the operations described in (a), (b), (c) and (d) above, it will be neces- 
sary for applicant to modify its F. P. C. gas tariff in accordance with the pro 
forme tariff sheets constituting exibit X-5, and the exchange agreement con- 
stituting exhibit X-6, as appended to the supplement to application filed with 
the Commission February 27, 1953, and as modified and revised by the second 
supplement to application filed with the Commission on March 10, 1953. 

The estimated cost of the side-tap interconnection is $17,998 which will be 
financed from funds on hand. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
at Chicago, Ill., owns and operates, among other facilities, a natural-gas trans- 
mission system located in the States of Texas, Arkansas, Missouri, and Illinois, 
and by such operations is engaged in the transportation and sale of natural gas 
in interstate commerce for ultimate public consumption, and is, therefore, a 
“natural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its orders issued June 14, 1950, in docket No. G-1246, 
and December 1, 1950, in docket No. G-1477, 9 F. P. C. 122 and 1293. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, and the construction and operation of the proposed 
facilities and the operations as proposed by applicant are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules, and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities and the opera- 
tions as proposed by applicant are required by the public convenience and neces- 
sity, and a certificate therefor should be issued as hereinafter ordered and condi- 
tioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) (18 
C. F. R. 1.32 (b)) of the Commission’s rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant to construct and operate the proposed facilities 
hereinbefore described and to perform the operations as hereinbefore described 
and proposed, all as more fully described in the application and supplement 
thereto in this proceeding and the exhibits appended thereto, for the transporta- 


*Concurrently with the filing of the application in docket No. G-2098, Natural filed 
with the Commission, in docket No. G—2099, an application for a certificate of public con- 
venience and necessity authorizing Natural, with respect only to the quantity of gas availa- 
ble to Natural from applicant pursuant to orders of the Commission issued in docket Nos. 
G—1246 and G—1477, to perform the operation, sales, and service which constitute Natu- 
ral’s participation in the overall storage program. 
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tion and sale of natural gas as therein set forth, subject to the jurisdiction of 
the Commission, upon the terms and conditions of this order. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

(1) The certificate herein granted shall be void and without force or effect 
unless accepted in writing by applicant within 30 days from the date of issuance 
of this order: Provided, however, That such acceptance shall be filed within 30 
days from the date of issuance of any order upon an application for rehearing of 
this order, if any, or within 30 days from the date on which any such application 
may be deemed to have been denied when the Commission has not acted thereon: 
and Provided, further, That such acceptance shall be filed within 30 days after 
final disposition of the judicial review of proceedings initiated by any petition 
for review of this order. 

(C) The following conditions be and the same hereby are attached to the 
exercise of rights granted by the certificate issued in paragraph (A) hereof: 

(1) Construction of the facilities herein authorized shall be completed and the 
sale and delivery of storage gas to Natural Gas Storage Co. of Illinois herein 
authorized shall be actually undertaken and regularly performed by applicant 
within 6 months from the date of issuance of this order. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following : 

(a) within 10 days after the bona fide beginning of construction, notice of the 
date of such beginning: 

(b) each 3 months after the date of issuance of this order, a progress report 
showing the exact status of the construction authorized herein; 

(c) within 10 days after the facilities herein authorized have been constructed 
and placed in service or any operation and service herein authorized has com- 
menced, notice of the date of such placement and commencement; and 

(d) within 6 months after the facilities herein authorized have been con- 
structed and placed in service and operation as herein authorized have com- 
menced, a statement showing the actual cost of constructing said facilities by 
operating units, and showing separately the actual cost of labor, materials, 
rights-of-way, damages, surveys, engineering, inspection, overhead, interest dur- 
ing construction, contingencies, and all other items of cost, together with a state- 
ment showing and explaining the cause for any difference between actual cost 
and estimates of cost relied upon by applicant in this proceeding. 

(3) Sixty days prior to the commencement of the operations described in 
(a), (b), (¢c) and (d) in the first paragraph of this order, applicant shall file 
with the Commission the changes in its F. P. C. gas tariff necessary to carry out 
such operations and consistent with the pro forma tariff sheets constituting ex- 
hibit X—5, and the exchange agreement constituting exhibit X—6, as appended to 
the supplement to application filed herein with the Commission February 27, 
1953, and as modified and revised by the second supplement to application filed 
herein with the Commission on March 10, 1953. 

(D) This certificate is not transferable and shall be effective only so long 
as applicant continues all the operations hereby authorized in accordance with 
the provisions of the Natural Gas Act, and any pertinent rules, regulations, or 
orders heretofore issued by the Commission. 
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Order approving exhibits 
Oconto Electric Coop. 
Project No. 1981 
March 30, 1953 


In compliance with articles 3 and 11 of its license for project No. 1981, Oconto 
Electric Coop., licensee, filed with the Commission on December 11, 1952 revised 
exhibit K, a detail map of project lands and boundary, exhibits K and F 
to show and describe the transmission facilities and rights-of-way, and exhibit L 
to show and describe the project as constructed. 

Specifically, the exhibits filed are exhibit F, exhibit K sheets 10530 and 10530A 
(F. P. C. Nos. 1981-17 and -18), and exhibit L sheets 9891, 10158, 9894, 2A, 
10096A, and 10371 (F. P. C. Nos. 1981-19 through —24), of which sheet 9891 super- 
sedes in part exhibit L (F. P. C. No. 1981-6), now part of the license, sheet 9894 
supersedes in part exhibit L (F. P. C. No. 1981-8), now part of the license, and 
sheets 2A, 10371, 10158, and 10096A supersede exhibit L (F. P. C. Nos. 1981-3, 
—4, and -16), now parts of the license. 

The Commission finds: 

The exhibits filed on December 11, 1952 and described in the preceding para- 
graph conform with the Commission’s rules and regulations and should be ap- 
proved as part of the license for the project and the superseded exhibit sheets 
should be eliminated from the license. 

The Commission orders: 

(A) The following exhibits are hereby approved as part of the license for 
project No. 1981: 

Evhibdit K.—Sheet 10530 (F. P. C. No. 1981-17) showing flowage and location 
of dam and powerhouse; sheet 10530A (F. P. C. No. 1981-18) showing transmis- 
sion line. 

Erhibit L—Sheet 9891 (F. P. C. No. 1981-19) plan of powerhouse; sheet 
10158 (F. P. C. No. 1981-20) details of stilling basin; sheet 9894 (F. P. C. No. 
1981-21) section of powerhouse; sheet 2A (F. P. C. No. 1981-22) plan of dam 
and powerhouse; sheet 10096A (F. P. C. No. 1981-23) plan, profile and sections 
of dam; and sheet 10371 (F. P. C. No. 1981-24) elevations of powerhouse and 
taintor gates. 

(B) Exhibit L (F. P. C. Nos. 1981-3, -4, and -16) is hereby eliminated from 
the license for project No. 1981. 


Order approving exhibits 
City of Pasadena, California 
Project No. 1250 
March 30, 1953 


Pursuant to articles 3 and 5 of the license of city of Pasadena, Calif., for 
major project No. 1250, as amended August 31, 1949, the following exhibits were 
filed—some on February 5, 1951, and the others on February 7, 1951—for Com- 
mission approval and inclusion in the license for the project to show and describe 
the project as actually constructed : 
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Erhibit L.—Sheet No. 2c (F. P. C. No. 1250-31), entitled “Plan and detail of 
forebay” and superseding in part exhibit L, sheet No. 2 (F. P. C. No. 1250-17) ; 
sheet No. 3a (F. P. C. No. 1250-32), entitled “‘Power house equipment”; sheet 
No. 6a (F. P. C. No. 1250-33), entitled “Plan & profile of penstock”; sheet No. 
7a (F. P. C. No. 1250-34), entitled “General layout of power plant”; sheet No. 8 
(F. P. C. No. 1250-35), entitled “Power house plan & elevations”; sheet No. 9 
(F. P. C. No. 1250-36), entitled “Power house framing details”; and sheet No. 
10 (F. P. C. No. 1250-37), entitled “Power house structural details.” 

Exhibit M.—A typewritten document in three sheets covering general descrip- 
tions and specifications of mechanical, electrical and transmission equipment and 
signed on January 12, 1951. 

By Commission order entered October 6, 1942, exhibit L, sheet 2 (F. P. C. No. 
1250-17) was eliminated from the license for the project as being superseded by 
exhibit L, sheet 2b (F. P. C. No. 1250-27). 

The Commission finds: 

(1) The above-specified exhibits filed on February 5, 1951, and February 7, 
1951, respectively, conform to the Commission’s rules and regulations and should 
be approved as part of the license for the project. 

(2) Above-referred-to exhibit L, sheet 2 (F. P. C. No. 1250-17), is partly super- 
seded by exhibit L, sheet 2a (F. P. C. No. 1250-26), and exhibit L, sheet 2c 
(F. P. C. No. 1250-31), but still shows and describes part of the project as actu- 
ally constructed. The said exhibit insofar as not superseded conforms to the 
Commission’s rules and regulations and should be approved as part of the 
license for the project as follows: 

Ecrhibit L.—Sheet No. 2 (F. P. C. No. 1250-17), showing conduit sections and 
head works insofar as not superseded by exhibit L, sheet 2a (F. P. C. No. 1250- 
26), and exhibit L, sheet 2c (F. P. C. No. 1250-31). 

(3) Exhibit L, sheet 2b (F. P. C. No. 1250-27), exhibit L, sheet 7 (F. P. C. 
No. 1250-29), and exhibit M signed on November 30, 1934, now part of the license 
for the project have been superseded by the exhibits referred to in finding (1) 
above and should be eliminated from the license for the project. 

The Commission orders: 

The exhibits referred to in finding (1) above and exhibit L, sheet 2 (F. P. C. 
No. 1250-17), as specified in finding (2) above are approved as part of the license 
for the project and the exhibits specified in finding (3) above are eliminated from 
the license for the project. 


Order modifying and amending certificate of public convenience and necessity 
Cities Service Gas Co. 
Docket No. G-934 
March 30, 1953 


On May 16, 1952, Cities Service Gas Co. (applicant) filed an application pur- 
suant to section 7 of the Natural Gas Act for modification of a certificate of public 
convenience and necessity issued November 10, 1947 authorizing service to 
Commercial Gas Pipeline Co. (Commercial) so as to permit certain service there- 
under to Southeastern Kansas Gas Co., Inc. (Southeastern), as well as con- 
tinuing other service to Commercial. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 23, 1953, respecting the matters involved in and issues presented by the 
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application to amend the Commission’s order issued November 10, 1947. No 
protest to the application has been received. 

Applicant proposes to (1) sell and deliver natural gas under its F-2 firm 
service schedule to Southeastern in lieu of Commercial, at an existing delivery 
point located near the northwest corner of section 26, township 26 south, range 
21 east, Bourbon County, Kans., and (2) continue the sale and delivery of 
natural gas to Commercial at another existing point of delivery near the south- 
west corner of section 12, township 26 south, range 24 east, Bourbon County, Kans. 

Southeastern proposes at docket No. G—1891 to acquire and operate a portion 
of the natural-gas transmission facilities of Commercial, consisting of approxi- 
mately 30 miles of 3-inch, 4-inch and 5-inch natural-gas transmission lines ex- 
tending from the existing point of connection on the 8-inch natural-gas pipeline 
of Cities Service Gas Co. in section 26 referred to above, to the communities of 
Bronson, Moran, and Blue Mound, Kans., involving service to approximately 507 
domestic customers and service to the Blue Mound Gas Co. for resale in Blue 
Mound, Kans. Annual sales are estimated at 53,133 M. c. f. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of busi- 
ness in Oklahoma City, Okla., owns and operates among other facilities, a 
natural-gas transmission pipeline system located in the States of Oklahoma, 
Texas, Kansas, Missouri, and Nebraska, and by such operations applicant is 
engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdiction of the 
Commission, and is, therefore, a “natural-gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission in its order 
entered on December 28, 1943, docket No. G—298, 4 F. P. C. 471. 

(2) The facilities hereinbefore described and authorized by the Commis- 
sion’s order issued November 10, 1947, will be used in the transportation and 
sale of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, as an integral part of applicant’s existing pipeline system and of 
the operation thereof by the applicant is subject to the requirements of sub- 
sections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The service and operation proposed by applicant are required by the 
public convenience and necessity, and it is appropriate that the Commission’s 
order issued November 10, 1947 be amended so as to authorize applicant to 
sell and deliver natural gas to the Southeastern Kansas Gas Co., Inc., under 
its F-2 firm service schedule, the same rate schedule under which applicant is 
presently serving Commercial Gas Pipeline Co., as hereinafter ordered and 
conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.382 (b) of the 
Commission’s rules of practice and procedure (18 C. F. R. 1.32 (b)) having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

The Commission orders: 


(A) The certificate issued herein on November 10, 1947, authorizing applicant 
to render service to Commercial Gas Pipeline Co., be and the same is hereby 
amended so as to authorize applicant to render the service and operate the 
facilities hereinbefore described, all as more fully described in the application 
filed on May 16, 1952 in this proceeding, for the transportation and sale of 
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natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) The following condition be and the same is hereby attached to the is- 
suance of the amended certificate issued in paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by applicant within 30 days from the issue date of the order issuing 
such certificate: Provided, however, That when an application for rehearing of 
such order is filed in accordance with section 19 of the Natural Gas Act, 
such acceptance shall be filed within 30 days from the issue date of the order 
of the Commission upon the application for rehearing or within 30 days from 
the date on which such application may be deemed to have been denied when 
the Commission has not acted on such application within 30 days after it has 
been filed: Provided further, That when a petition for review is filed in ac- 
cordance with the provisions of section 19 of the Natural Gas Act, such ac- 
ceptance shall be filed within 30 days after final disposition of the judicial review 
proceedings thus initiated. 

(C) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate as amended in paragraph (A) 
hereof : 

(1) The service hereby authorized shall be commenced by applicant within 180 
days from the date of issuance of this order. 

(2) Within 10 days after operations herein authorized have commenced, ap- 
plicant shall file with the Commission, in writing and under oath, an original 
and four conformed copies of a notice of the date of such commencement. 

(3) Applicant shall initially render the service proposed under its F-2 firm 
service rate schedule. 

(4) This certificate as amended is not transferable in any manner and shall be 
effective only so long as applicant continues the operations hereby authorized in 
accordance with the provisions of the Natural Gas Act, as well as all applicable 
rules, regulations, and orders of the Commission. 


Findings and order issuing certificate of public convenience and necessity 
Southeastern Kansas Gas Co., Inc. 
Docket No. G—1891 


March 80, 1958 


On February 7, 1952, Southeastern Kansas Gas Co., Inc. (applicant) filed an 
application, and data supplementary thereto on April 7, 1952, October 27, 1952 
and December 27, 1952, respectively, for a certificate of public convenience and 
necessity pursuant to section 7 of the Natural Gas Act authorizing applicant to 
acquire and operate a portion of the natural-gas facilities of the Commercial Gas 
Pipeline Co. (Commercial), consisting of approximately 30 miles of 3-inch, 4-inch 
and 5-inch natural-gas transmission line extending from a point of connection on 
an 8-inch natural-gas pipeline of Cities Service Gas Co. (Cities Service), in 
Bourbon County, Kans., to the communities of Bronson, Moran, and Blue Mound, 
Kans. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
March 23, 1953, respecting the matters involved in and the issues presented by the 
application and data supplementary thereto. No protest to the granting of the 
application has been received. 
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Applicant proposes to acquire and operate’ a portion of the natural-gas trans- 
mission pipeline facilities of Commercial described as follows: 

A 4inch and 5-inch gas transmission line, connecting with the Cities Service 
line at the southwest corner of section 23, township 26 south, range 21 east, 
Bourbon County, Kans., thence north along the west side of sections 23, 14, 11 
and 2, township 25 south, range 21 east, and along the west lines of sections 35, 
26. and 23. township 24 south, range 21 east. all in Bourbon County, Kans. ; 

Thence along the north line of section 23, to the northeast corner thereof, thence 
north along the west line of section 13 to approximately the center of section 
12, thence in a northeasterly direction diagonally across section 12 of township 
24 south, range 21 east, and continuing in a diagonal direction northeasterly 
across section 6, to the northeast corner of section 6, township 24 south, range 22 
east, then northerly along the east line of section 31, to the northeast corner of 
said section, then northeasterly across section 29 to the northeast corner thereof, 
thence north along the east lines of sections 20, 17, 8 and 5 to the northeast corner 
thereof at the city gate of the town of Blue Mound, Kans., township 23 south, 
range 22 east; 

Also, a 3-inch gas transmission line connecting with the aforementioned line 
at the northeast corner of section 22, township 24 south, range 21 east, thence 
west along the north side of sections 22, 21, 20 and 19, township 24 south, range 
21 east, thence west along the north line of section 24, township 24 south, range 
20 east, thence south along the west line of sections 24 and 25, to the town of 
Moran, Kans., in township 24 south, range 20 east. 

The facilities to be acquired by the applicant will be utilized for the transpor- 
tation and sale of natural gas for resale in interstate commerce from a point of 
connection on the Cities Service system to the towns of Bronson and Moran, 
Kans., for resale to applicant’s own customers, and to the city gate of Blue 
Mound, Kans., for resale therein, by the Blue Mound Gas Co. 

The proposed acquisition, at a stated cost of $27,500, will be financed largely 
from the sale of capital stock to be issued by the applicant in accordance with 
provisions of an order entered by the State Corporation Commission of Kansas 
at docket No. G—43,038 U, In the Matter of the Application of Southeastern 
Kansas Gas Co., Inc., providing for a certificate relating to the issuance of capital 
stock in the amount of $50,000. 

The portion of the natural-gas transmission pipeline facilities to be acquired 
will provide service for approximately 507 domestic customers and continued 
service to the Blue Mound Gas Co. It is estimated that the natural-gas require- 
ments of the applicant will range from an initial volume of 45,000 M. c. f. in 1952 
to 53,133 M. ¢. f. in 1956, revenues from which will provide net earnings of $5,098 
in 1955. 

The Commission finds: 

(1) Southeastern Gas Co., Inc., a Kansas corporation with its principal place 
of business in the city of Fort Scott, Kans., will own and operate, among other 
facilities, a natural-gas transmission pipeline system located in the State of 
Kansas and will be engaged in the transportation and sale of natural gas in inter- 
state commerce for resale for ultimate public consumption subject to the jurisdic- 
tion of the Commission, and will be a “natural-gas company” within the meaning 


1 Applicant also proposes to acquire and operate distribution systems in the towns of 
Bronson and Moran, Kans., together with all material, equipment, machinery, meters, 
regulators, compressors, house service lines, one 1949 44-ton truck, one complete welding 
equipment, warehouse stock and all other material and equipment of any kind or character 
used in connection with said distribution systems or appertaining thereto in any manner, 
whatsoever, including all the existing rights of way. 
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of the Natural Gas Act, upon the beginning of operations authorized by the cer- 
tificate of public convenience and necessity hereinafter issued. 

(2) The facilities described in the application, proposed to be acquired and 
operated, will be used in the transportation and sale of natural gas for resale 
in interstate commerce, subject to the jurisdiction of the Commission, and the 
acquisition and operation thereof by applicant, are subject to the requirements of 
subsection (c) and (e) of section 7 of the Natural Gas Act. 

(3 Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The acquisition and operation of the natural-gas transmission pipeline 
facilities hereinbefore described are required by the public convenience and ue- 
cessity, and a certificate therefor should be issued as hereinafter ordered and 
conditioned. 

(5) Applicant having requested the omission of the intermediate decision pro- 
cedure and all the requirements of the provisions of section 1.32(b) of the Com- 
mission’s rules of practice and procedure (18 C. F. R. 1.32(b) ) having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final deci- 
sion in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued to Southeastern Kansas Gas Co., Inc., authorizing it to acquire from 
Commercial Gas Pipeline Co. and to operate the natural-gas transmission facili- 
ties hereinbefore described, and as more fully described in the application herein, 
subject to the jurisdiction of the Commission, upon the terms and conditions of 
this order. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by applicant within 30 days from the issue date of the order issuing such 
certificate: Provided, however, That when an application for rehearing of such 
order is filed in accordance with section 19 of the Natural Gas Act, such accept- 
ance shall be filed within 30 days from the issue date of the order of the Com- 
mission upon the application for rehearing or within 30 days from the date on 
which such application may be deemed to have been denied when the Commission 
has not acted on such application within 30 days after it has been filed: Pro- 
vided further, That when a petition for review in filed in accordance with the 
provisions of section 19 of the Natural Gas Act, such acceptance shall be filed 
within 30 days after final disposition of the judicial review proceedings thus 
initiated. 

(C) The following conditions be and the same are hereby attached to the exer- 
cise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The acquisition hereby authorized shall be completed and actual operations 
thereunder shall be actually undertaken and regularly performed by applicant 
within 180 days from the date of issuance of this order. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following : 

(i) within 10 days after acquisition and the beginning of authorized opera- 
tions, notice of the dates of acquisition and the beginning of operations; and 

(ii) Within 6 months after consummation of the acquisition, a statement show- 
ing and explaining the cause for any differences between the actual cost of the 
facilities acquired and the estimates of cost relied upon herein by applicant, to- 
gether with the proposed accounting for the acquisition. 
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(3) Applicant shall initially render service to Blue Mound Gas Co. in accord- 
ance with the provisions and conditions respecting the rendition of service by 
Commercial Gas Pipeline Co. to the Blue Mound Gas Co. 

(4) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continutes the operations hereby authorized in ac- 
cordance with the provisions of the Natural Gas Act, as well as all applicable 
rules, regulations, and orders of the Commission. 





Order issuing new license (minor) 
W. B. Hamilton 
Project No. 838 
March 30, 1953 


Application was filed July 17, 1952 by W. B. Hamilton, of Wichita Falls, Tex., 
for a new license under the Federal Power Act (hereinafter referred to as the 
act) for constructed minor project No. 838 located on La Manga Creek in Cone- 
jos County, Colo., and affecting lands of the United States within Rio Grande Na- 
tional Forest. 

The original license for the project was issued on December 22, 1927 to Conejos 
Recreation Association, Inc. for a period of 25 years, but W. B. Hamilton became 
owner of the project in March 1948 through sheriff sale of same, and conse- 
quently became licensee for the project by operation of law. 

The project consists of : 

(a) All lands constituting the project area, the limits of which are 25 feet on 
each side of the center line of conduit, and transmission line, and beyond the 
point of intake and transformer station ; 

(b) All project works, comprising principally of a rock-filled log-crib diver- 
sion dam; a conduit therefrom consisting of about 2,100 feet of 12-inch riveted 
steel pipe ; a powerhouse containing a 24-inch impulse-type water wheel connected 
to a 3714-kilovolt amperes generator; together with a 2,300-volt wood pole trans- 
mission line, extending about 8,000 feet to the licensee's transformer station; 

(c) All other structures, fixtures, equipment, or facilities used or useful in the 
maintenance and operation of the project and located on the project area and all 
rights and interests, the possession of which is necessary or appropriate in the 
maintenance and operation of the project; which lands and project works are 
more specifically shown and described by a certain map made a part of the ap- 
plication and described as follows: 

Evrhibit F.—(F. P. C. No. 838-2), a map entitled “Application for license Cone- 
jos Recreation Association Inc., La Manga Creek hydroelectric development.” 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Rio Grande National Forest, and Under Secretary of the 
Interior. and the State of Colorado Game and Fish Commission, have reported on 
the application. 

The Commission finds: 

(1) The applicant is a citizen of the United States and has submitted satis- 
factory evidence of compliance with the requirements of all applicable State 
laws insofar as neccessary to effect the purpose of a new license for the project. 

(2) No conflicting application is before the Commission. 
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(3) The project does not affect any Government dam, nor will the issuance 
of a new license therefor, as hereinafter provided, affect the development of 
any water resources for public purposes which should be undertaken by the 
United States itself. 

(4) The issuance of a new license for the project as hereinafter provided 
will not interfere or be inconsistent with the purposes for which the Rio Grande 
National Forest was created or acquired. 

(5) The installed horsepower capacity of the project is about 45 horsepower 
and the energy generated thereby is used for domestic and lighting purposes in 
the applicant's lodge and cabin. 

(6) The exhibit described and designated in paragraph (¢) of this order con- 
forms with the Commission’s rules and regulations. 

(7) It will be in the public interest to waive the terms and conditions con- 
tained in the following sections of part I of the act: Sections 4 (b), except the 
second sentence thereof; 4 (e), insofar as it relates to approval of plans by the 
Chief of Engineers and the Secretary of the Army and to public notice; 6, inso- 
far as it relates to public notice and to the acceptance and expression in the 
license of terms and conditions of the act which are hereinafter waived ; 10 (a); 
10 (c), insofar as it relates to depreciation reserves; 10 (d); 10 (f); 11; 12; 
14, except insofar as the power of condemnation is reserved; 15; 18, except 
insofar as it relates to fishways; 19; 20; 22; and 23 (a), insofar as it relates 
to the determination of fair value. 

The Commission orders: 

(A) This new license is issued to W. B. Hamilton of Wichita Falls, Tex., under 
sections 4 (e) and 15 of the act for a period of 10 years, effective us of December 
22, 1952, for\the operation and maintenance of constructed minor project No. 
838, subject to the terms and conditions of the act which is hereby incorporated 
by reference as a part of this license (except that the terms and conditions of 
part I of the act referred to in finding (7) above are hereby waived to the extent 
therein specified), and subject to such rules and regulations as the Commission 
has issued or prescribed under the provisions of the act. 

(B) This new license is also subject to the terms and comditions set forth 
in form L-7,* entitled “Terms and conditions of license for miner project affect- 
ing lands of the United States”, which terms and conditions, described as artieles 
1 through 14, are attached hereto and made a part hereof, and subject to the 
following special condition : 

Article 15. The licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of admin- 
istration of part I of the act, $5.00; 

(ii) For the purpose of recompensing the United States for the use, occupancy 
and enjoyment of its lands, $7.05. 

(C) Exhibit F (F. P. C. No. 888-2) is hereby approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 515 (a) of the 
act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be signed 
by the licensee and returned to the Commission within 60 days from the date of 
issuance of this order. 





*See p. 911. 
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FORM L-7 


TERMS AND CONDITIONS OF LICENSE FOR MINOR PROJECT AFFECTING LANDS OF 
THE UNITED STATES 


Article 1. The entire project, as described in the order of the Commission, 
shall be subject to all the provisions, terms, and conditions of the license. 

Article 2. No substantial change shall be made in the maps, plans, and 
statements described and designated as exhibits and approved by the Commission 
in its order as part of the license, until such change shall have been approved by 
the Commission: Provided, however, that if the Licensee or the Commission 
deems it necessary or desirable that said approved exhibits, or any of them, be 
changed, there shall be submitted to the Commission for approval amended, 
supplemental, or additional exhibit or exhibits covering the proposed change 
which, upon approval by the Commission, shall become a part of the license and 
shall supersede, in whole or in part, such exhibit or exhibits theretofore made a 
part of the license as may be specified by the Commission. 

Article 3. The project area and project works shall be in conformity with 
the approved exhibits referred to in Article 2 hereof. If the Licensee shall 
contemplate any substantial alteration in or addition to the project area or 
project works, the Licensee shall submit to the Commission for approval amended, 
supplemental, or additional exhibits as provided in Article 2 hereof to show and 
describe such alteration or addition, together with a statement in writing setting 
forth the reasons which necessitate or justify such alteration or addition. Except 
when emergency shall require for the protection of life, health, or property, no 
substantial alteration or addition not in conformity with the approved exhibits 
shall be made to any dam or other project works under the license without the 
prior approval of the Commission; and any emergency alteration or addition so 
made thereafter be subject to such modification and change as the Commission 
may direct. 

Article 4. The project, including its construction, operation, and maintenance 
and any work incident to additions or alterations, whether or not conducted upon 
lands of the United States, shall be subject to the inspection and supervision of 
such officer or agent as the Commission may designate, who shall be the author- 
ized representatives of the Commission for such purposes. The Licensee shall 
furnish to said representative such information as he may require concerning 
the construction, operation, and maintenance of the project, and of any altera- 
tion thereof, and shall notify him of the date upon which work with respect to 
any construction or alteration will begin, and as far in advance thereof as said 
representative may reasonably specify, and shall notify him promptly in writing 
of any suspension of work for a period of more than one week, and of its resump- 
tion and completion. The Licensee shall allow said representative and other 
officers or employees of the United States, showing proper credentials, free and 
unrestricted access to, through, and across the project lands and project works 
in the performance of their official duties. 

Article 5. The Licensee shall make provision, or shall bear the reasonable 
cost, as determined by the agency of the United States affected, of making pro- 
vision, for avoiding inductive interference between any project transmission line 
or other project facility constructed, operated, or maintained under the license, 
and any radio installation, telephone line, or other communication facility 
installed or constructed before or after construction of such project transmission 
line or other project facility and owned, operated, or used by such agency of the 
United States in administering the lands under its jurisdiction. None of the 
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provisions of this article is intended to relieve the Licensee from any respon- 
sibility or requirement which may be imposed by other lawful authority for 
avoiding or eliminating inductive interference. 

Article 6. The Licensee shall clear the bottom and margins of all reservoirs 
up to high-water level, shall clear and keep clear to an adequate width lands of 
the United States along open conduits and electric power lines, and shall dispose 
of all temporary structures, unused timber, brush, refuse, or inflammable mate- 
rial resulting from the clearing of the lands or from the construction and 
maintenance of the project works. In addition, all trees along the margins of 
reservoirs which may die during operation of the project shall be removed. The 
clearing of the lands and the disposal of the material shall be done with due 
diligence and to the satisfaction of the authorized representative of the 
Commission. 

Article 7. Timber on lands of the United States cut, used, or destroyed in 
the construction and maintenance of the project works or in the clearing of 
said lands shall be paid for in accordance with the requirements of and at the 
current stumpage rates applicable to the sale of similar timber by the agency of 
the United States having jurisdiction over said lands; and all slash and debris 
resulting from the cutting or destruction of such timber shall be disposed of as the 
officer of such agency may direct. 

Article 8. The Licensee shall do everything reasonably within its power and 
shall require its employees, contractors, and employees of contractors to do 
everything reasonably within their power, both independently and upon request 
of officers of the agency of the United States having jurisdiction over the govern- 
ment lands involved, to prevent and suppress fires on or near lands occupied 
under the license. 

Article 9. The Licensee shall be liable for injury to, or destruction of, any 
buildings, bridges, roads, trails, lands, or other property of the United States, 
occasioned by the construction, maintenance or operation of the project works or 
of the works appurtenant or accessory thereto under the license. Arrangements 
to meet such liability, either by compensation for such injury or destruction, or 
by reconstruction or repair of damaged property, or otherwise, shall be made 
with the appropriate department or agency of the United States. 

Article 10. The Licensee shall interpose no objections to, and shall in no way 
prevent, the use by the agency of the United States having jurisdiction over the 
lands of the United States affected or by persons or corporations occupying lands 
of the United States under permit, of water for fire suppression from any stream, 
conduit, or body of water, natural or artificial, used by the Licensee in the opera- 
tion of the project works covered by the license, or to the use by said parties of 
water for sanitary and domestic purposes from any stream or body of water, 
natural or artificial, used by the Licensee in the operation of the project works 
and covered by the license. 

Article 11. The Licensee shall allow any agency of the United States, with- 
out charge, to construct or permit to be constructed on, through, and across the 
project lands, conduits, chutes, ditches, railroads, roads, trails, telephone lines, 
and other means of transportation and communication not inconsistent with the 
enjoyment of said lands by the Licensee for the purposes stated in the license. 
This article shall not be construed as conferring upon the Licensee any right 
of use, occupancy, or enjoyment of the lands of the United States other than 
for the construction, operation, and maintenance of the project as stated in the 
license. 

Article 12. If the Licensee shall cause or suffer essential project properly to 
be removed or destroyed or to become unfit for use, without replacement, or 





An 





ORDERS 913 


shall abandon or discontinue good faith operation of the project for a period 
of three years, or refuse or neglect to comply with the terms of the license and 
the lawful orders of the Commission mailed to the record address of the Licensee 
or its agent, the Commission will deem it to be the intent of the Licensee to 
surrender the license, and not less than 90 days after public notice may in its 
discretion terminate the license. 

Article 13. Upon abandonment of the project the Licensee shall remove all 
buildings, equipment and power lines from lands of the United States and restore 
said lands to a condition satisfactory to the agency having jurisdiction over the 
lands and shall fulfill such other obligations under the license as the Commission 
may prescribe. 

Article 14. The right of the Licensee and of its transferees and successors to 
use or occupy lands of the United States under the license for the purpose of 
maintaining the project works or otherwise, shall absolutely cease at the end of 
the license period, unless a new license is issued pursuant to the then existing 
laws and regulations. 


Order fizing hearing on revised tariff sheets and suspending in part such revised 
tariff sheets 


Southern Natural Gas Co. 
Docket No. G—2141 
March 30, 1953 * 


On March 2, 1953, Southern Natural Gas Co. (Southern Natural) tendered for 
filing first revised sheets Nos. 5, 9, 13, 28, 31, 34, 36-B, second revised sheets 
Nos. 16, 20, 24, of first revised volume No. 1 of Southern Natural’s F. P. C. gas 
tariff, proposed to take effect on April 1, 1953.” 

By said filing, Southern Natural proposes a system-wide increase of four cents 
per M. c. f. in the commodity component of Southern Natural’s existing rates. 
According to studies submitted with the proposed filing, the proposed increase 
would result in additional revenues to Southern Natural of $6,313,351, for the 
year ending March 31, 1954. 

For a number of reasons, it cannot now be determined that the proposed 
increase is justified. These include the fact that the aforementioned studies 
show that the proposed increase is based, inter alia, on certain claimed costs, 
such as adjusted purchase gas costs, return, working capital, and federal income 
taxes, which may not be justified as proposed. Also, Southern Natural’s classifi- 
cation of costs to the demand and commodity components and its cost allocations 
may not be proper for the purpose of allocating costs among jurisdictional cus- 
tomers and for the purpose of allocating costs between jurisdictional and non- 
jurisdictional business. 

Accordingly, Southern Natural’s proposed increase may be unjust, unreason- 
able, unduly discriminatory or preferential and may place an undue burden upon 
ultimate consumers of natural gas. 

Clause 3.2 (b) (1) and (2), in first revised sheets Nos. 5, 9, and 13, pertaining 
to rate schedules CD-1, CD-2, and CD-3, respectively, relates to the change 
in the rate for the sale of natural gas for resale for industrial consumers only, 


*Rehearing denied by order issued April 24, 1953. 
1Such proposed effective date would provide less than the statutory 30-day notice. 
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and thus is not subject to suspension by the Commission under section 4 (e) of 
the Natural Gas Act.’ 

Protests have been received from Georgia Public Service Commission and from 
many of Southern Natural’s resale customers. 

The Commission finds: 

It is necessary and proper in the public interest and to aid in the enforcement 
of the provisions of the Natural Gas Act that the Commission enter upon a hear- 
ing, pursuant to section 4 of the act concerning the lawfulness of the rates, 
charges, classifications and services, and the rules, regulations, and contracts 
relating thereto, contained in Southern Natural’s F. P. C. gas tariff, first revised 
volume No. 1, and as proposed to be changed by first revised sheets Nos. 5, 9, 13, 
28, 31, 34, and 36-B, second revised sheets Nos. 16, 20, 24, and that said tariff 
sheets be suspended and the use thereof deferred as heerinafter ordered. 

The Comission orders: 

(A) Pursuant to the authority contained in section 4 of the Natural Gas Act, 
a public hearing be held in this proceeding at a time and place to be fixed by 
further order of the Commission concerning the lawfulness of the rates, charges, 
classifications and services, and the rules, regulations, and contracts relating 
thereto, contained in Southern Natural’s F. P. C. gas tariff, first revised volume 
No. 1, and as proposed to be changed by Southern Natural's rate filing of March 2, 
1953. 

(B) Pending a hearing and decision thereon, Southern Natural’s first revised 
sheets Nos. 5, 9, 18, 28, 31, 34, and 36—B, second revised sheets Nos. 16, 20, 24, of 
first revised volume No. 1 of its F. P. C. gas tariff, save and except clause 3.2 (b) 
(1) and (2) in first revised sheets Nos. 5, 9, and 13, tendered for filing on March 2, 
1953, be and the same are hereby suspended, pursuant to section 4 of the Natural 
Gas Act, and their use deferred until September 2, 1953,° unless otherwise ordered 
by the Commission, and until such further time as such filing may be made 
effective in accordance with the provisions of the Natural Gas Act. 

(C) Interested State commissions may participate as provided by sections 1.8 
and 1.37 (f) (18 C. F. R. 1.8 and 1.37 (f)) of the Commission's rules of practice 
and procedure. 

Commissioner Smith concurring. 

Chairman Buchanan and Commissioner Doty dissenting in part. 

Smith, Commissioner, concurring : 

I wish to emphasize my view that the situation here presented regarding 
rates for the sale of natural gas for resale for industrial use only (a term of 
the art) differs materially from that before the Commission in the case of 
Northern Natural Gas Co. (docket Nos. G-—1382, G-—1533 and G—1607), dealt 
with in our opinion No. 228, (11 F. P. C. 123). 

In the case of Northern it was developed upon the record and found by 
the Commission that the IND rate schedules were not complete in themselves and 
could not be applied without utilizing the demand charges incorporated in the 
CD-1 rate schedule, which was admittedly suspendable, and which was in 
fact suspended by the Commission’s order. Here, however, the rates which the 
Commission holds to be beyond its power to suspend under section 4 (e) of 


2 The pertinent provision is: 
* * * Provided, That the Commission shall not have authority to suspend the rate, 
charge, classification, or service for the sale of natural gas for resale for industrial 

use only; * * *., 
3To allow the full 30 days’ notice required by the act, the proper effective date must 
be no earlier than April 2, 1953, and those rates nut being suspended herein shall go 
into effect no earlier than April 2, 1953. 
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the Natural Gas Act can be, and since January 1, 1949, have been, applied to 
sales of natural gas made in accordance with service agreements executed there- 
under, and billings have-been computed accordingly. 

For these reasons it seems to me that Southern has succeeded in insulating 
itself against our rate suspension power where Northern failed.’ 
Buchanan, Chairman, and Doty, Commissioner, dissenting in part: 


We cannot agree with the majority that the proposed change in the rate is, 
in part, not subject to suspension because of the following provision of section 
4 (e): 

* * * Provided, That the Commission shall not have authority to sus- 
pend the rate, charge, classification, or service for the sale of natural gas 
for resale for industrial use only; * * * . (Emphasis supplied.) 

An examination of the rate schedule, including the proposed changes, shows 
clearly that the rate for “firm gas” for “industrial consumers” is a two-part 
rate, consisting of a “demand” and a “commodity” component. The “demand” 
component is based on the total volumes of firm gas which Southern Natural is 
obligated to deliver for all purposes. So, also, the provision of the rate schedule 
for fixing the “contract demand” includes firm gas for all purposes. Hence, 
there is no separate rate, no self-contained provisions, for application to “the 
sale of natural gas for resale for industrial use only” within the meaning of the 
proviso of section 4 (e) of the act. This is the situation which was presented to 
the Commission in Northern Natural Gas Co., docket Nos. G—1382, G—1533, and 
G-1607, and the Commission, for this reason, among others, found there that 
the proposed changes in rates were subject to suspension under section 4 (e) 
of the act. 

In the Northern Natural Gas Co. case, the Commission said (opinion No. 228, 
11 F. P. C. 128): 

In the face of these facts we do not think Northern’s contentions as to 
IND-1 and IND-2 may be sustained. But, additionally, there is actually no 
rate for the services purportedly made available by the IND-1 and IND-2 
rate schedules. Northern’s rates are two-part rates, consisting of a demand 
charge and a commodity charge. Admittedly, the IND-1 and IND-2 
schedules contain only the commodity charge and reference must be had to 
the CD-1 schedule for the demand charge. Without reference to the CD-1 
schedule the charge for the services purportedly available under IND-1 and 
IND-2 cannot be computed. The CD-1 schedule is an inseparable part of 
the IND-1 and IND-2 schedules. The significance of this lies in the fact 
that the CD-1 schedule relates to sales for resale for domestic, commercial 
and industrial uses and the demand charge is associated with such services. 
In short, the IND-1 and IND-2 rate schedules are not only incomplete rate 
schedules but actually there is neither a complete rate nor complete rate 
schedule for services claimed to be non-suspendible and non-jurisdictional. 

Clause 3.2 (b) (1) and (2) in Southern Natural’s rate schedules CD-1, CD-2, 
and CD-3, which the majority finds is non-suspendible, like the IND rate 
schedules in Northern Natural, relates solely to the commodity component, and 
reference must be had to clause 3.1 of the rate schedule for the demand com- 
ponent. As in Northern Natural, clause 3.2 (b) (1) and (2), standing by itself, 
is an incomplete rate schedule, since clause 3.1 is an inseparable part of the 
rate. and this latter clause, as its counterpart in Northern Natural, applies to 
all gas sold for resale for domestic, commercial, and industrial uses. In these 


1See my concurring opinion in docket Nos. G-—1382, G-1533 and G-—1607, issued June 
11, 1952. 
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circumstances, we cannot find on this record that the proposed rate is one for 
“the sale of natural gas for resale for industrial use only.” * 

Additional, “industrial consumers,” by Southern Natural’s own definition in 
its rate schedule, includes commercial consumers. And, clearly, Southern 
Natural cannot by thus redefining “industrial” use, exempt from the Commis- 
sion’s suspension power, sales for resale not exempted by the act. Both the 
practice in the industry and the act itself recognize the distinction between do- 
mestic, commercial, and industria] uses (section 1 (b) of the act). By defining 
“industrial consumers” as including “commercial establishments” the rate 
schedule itself makes plain that it is not one for the “sale of natura! gas for 
resale for industrial use only.” 

The result of not suspending the proposed changes is that Southern Natural 
must bill all gas sold for resale to commercial customers, defined by Southern 
Natural as “industrial consumers,” at the higher rate which is now held to be 
not suspendible. This flies in the face of the provisions of the act. 

For the foregoing reasons we would suspend the proposed changes in their 
entirety. 


Supplemental order authorizing issuance of common stock 
California Electric Power Co. 
Docket No. E-6478 
April 1, 1953 


By order entered March 18, 1953, the Commission authorized the California 
Electric Power Co. (applicant) to issue and sell through competitive bidding 
136,249 shares of its $1.00 per value common stock subject to the provisions, 
among other things, set forth in paragraph (B) of that order reading as follows: 


(B) The proposed issuance and sale at competitive bidding shall not be 
consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s rules relating to com- 
pliance with competitive bidding requirements and Section 34.2 (k) (4) 
of the rules, relating to affiliation, and shall have either filed such amend- 
ments or shall have mailed them and advised the Commission by telephone 
and telegraph as contemplated by Section 34.9 of the rules. 

(ii) The Commission shall have approved the price per share to the 
applicant of the common stock by further order. 


Applicant on March 31, 1953, filed an amendment pursuant to the require- 
ments of the order of March 18, 1953, setting forth that it proposes to accept 
as representing the best price to it, the joint bid of Union Securities Corp. and 
J. A. Hogle & Co. to purchase the 136,249 shares of common stock for the price 
of $10.13 per share. 

The Commission finds: 

(1) The applicant has satisfactorily complied with the requirements of para- 
graph (B) of the order of March 18, 1953, and under the bid it proposes to accept 
for the common stock the price to applicant per share is reasonable. 

(2) The proposed issuance of common stock, as hereinafter authorized, will 
be for a lawful object, within the corporate powers of applicant and compatible 





1It is no answer to say that only the commodity component is being changed. The 
fact remains that the rate is the sum of the demand and commodity components and 
it is that rate which is being changed and is subject to suspension. 
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with the public interest, which is appropriate for and consistent with the proper 
performance by the applicant of service as a public utility and which will not 
impair its ability to perform that service, and is reasonably appropriate for such 
purposes. 

The Commission orders: 

(A) The price to be paid the applicant per share of such common stock under 
the bid referred to above is approved as reasonable. 

(B) The proposed issuance and sale of common stock referred to above, upon 
the terms and conditions and fcr the purposes specified in the application, as sup- 
plemented by the amendment referred to above, be and the same hereby are 
authorized, subject only to the provisions of paragraphs (C), (D) and (E) of 
the Commission’s order of March 18, 1953, in this matter. 

Commissioner Wimberly not participating. 


Order further amending license (major) and dismissing application for 
amendment of license 


Pacific Gas and Electric Co. 
Project No. 99 
April 3, 1953 


Application was filed August 10, 1950, by Pacific Gas and Electric Co., licensee 
for major project No. 99, located on Canyon Creek in Humboldt and Trinity 
Counties, Calif., and affecting public lands and lands of the United States within 
Trinity and Six Rivers (formerly Trinity) National Forests, for amendment of 
the license for the project as hereinafter specified which will affect lands of the 
United States within the said forests and supersedes the application for amend- 
ment of the license which was filed May 21, 1947. 

The application seeks amendment of the license to: 

(a) Exclude Eureka substation “A” and about 5.1 miles of transmission line 
extending easterly therefrom to the Humboldt substation recently constructed as 
the terminal of the line; 

(b) Reflect the relocation south of Underwood Mountain of approximately 16 
miles to the transmission line from the Junction City powerhouse to the Hum- 
boldt substation; and 

(c) Reflect other transmission-line relocations of a minor nature. 

Applicant states that as a result of the recent construction of its nonproject 
transmission line from the Shasta substation to the Humboldt substation the lat- 
ter substation is now the terminus of the project transmission line and point of 
junction with its interconnected transmission system. It states also that the 
transmission-line relocations were made to improve operating and maintenance 
conditions. 

The effect of the amendment will be to decrease the length of equivalent 100- 
foot transmission-line right-of-way on lands of the United States from 50.78 miles 
to about 47.98 miles, including about 1.92 miles on lands patented subject to sec- 
tion 24 of the Federal Power Act, and decrease the annual charge for the pur- 
pose of recompensing the United States for the use, occupancy, and enjoyment 
of such lands from $406.24 to $383.84. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Trinity and Six Rivers National Forests, has reported on the 
application. 
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The superseded May 21, 1947 application covered only the proposed relocation 
of 16 miles of the Junction City-Humboldt transmission line, then designated the 
Weaverville-Eureka line. Pursuant to request therefor, the Commission by letter 
dated January 21, 1947, advised the applicant that relocation of the 16 miles of 
line, at applicant’s risk, prior to amendment of the license would not prejudice 
consideration by the Commission of an application for amendment of license, sub- 
ject to the approval of the Forest Service of the occupancy of the lands of the 
United States involved and the filing of an application for amendment of the 
license within 120 days. 

The Commission finds: 

(1) The pending May 21, 1947 application for amendment of the license for 
the project has been superseded by the August 10, 1950 application and should be 
dismissed. 

(2) The license, further amended as hereinafter provided, will not interfere 
or be inconsistent with the purposes for which the Trinity and Six Rivers Na 
tional Forests were created or acquired and will not alter any of the basic facts 
upon which the license was issued. 

(3) The annual charge to be paid under the license as further amended for 
the purpose of recompensing the United States for the use, occupancy, and en- 
joyment of its lands used for transmission-line right-of-way only is reasonable 
as hereinafter fixed. 

(4) The following exhibits filed as part of the application conform to the Com- 
mission’s rules and regulations and should be approved as part of the license 
for the project: 

Exhibit J (F. P. C. No. 99-27) superseding exhibit F-5 (F. P. C. No. 89-11) 
now part of the license ; 

Erhibit K, sheets Nos. 1 as revised, 2, 5 as revised, 4 as revised, 5 as revised, 
6, and 7 (F. P. C. 99-28 to —34, inclusive), superseding exhibit C (F. P. C. Nos 
99-5, -—6, -7, -8, -—9, -10, -12, -13, -14, -15, -16, -18, and -19) now part of the 
license; and 

Erhibit M superseding in part exhibit 3B received by the Commission on No 
vember 6, 1939, and now part of the license; 


and superseded exhibit EF-5 (F. P. C. No. 99-11) and exhibit C (F. P. C. Nos. 
99-5, -6, -7, -8, —9, -10, -12, -18, -14, -15, -16, -18, and -19) and the superseded 
part of exhibit 3B, now part of the license, should be eliminated from the license. 
Exhibit F entitled “Field notes of survey,” and now part of the license, and which 
has been superseded in part by exhibit F—1, entitled “Transmission lines, length 
and project area,” also should be eliminated from the license since the informa- 
tion shown thereon can be ascertained from other exhibits and since the informa- 
tion shown on exhibit F-1 also can be ascertained from other exhibits there 
appears to be no reason for approving exhibit F-1. 

(5) The Humboldt substation (which is not under license), and the Eureka 
substation and the transmission line connecting the substations (which are being 
excluded from the license for project No. 99 by this amendment) are not part of a 
project within the meaning of section 3 (11) of the Federal Power Act and sheuld 
not be included in the license for the project. 

The Commission orders: 

(A) The pending May 21, 1947 application for amendment of the license for 
the project is hereby dismissed. 

(B) The above-specified exhibits, except for exhibit F-1, filed as part of the 
application are approved as part of the license for the project. 
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(C) The above-specified superseded exhibits and exhibit F are eliminated 
from the license. 

(D) The license for project No. 99, which was issued February 12, 1923, to 
Western States Gas and Electric Co., transferred to Pacific Gas and Electric Co. 
as amended, and subsequently further amended, is hereby further amended, effec- 
tive as of January 1, 1951, to provide for the exclusion therefrom of the Eureka 
substation and about 5.1 miles of transmission line extending easterly therefrom 
to the Humboldt substation; the relocation south of Underwood Mountain of 
approximately 16 miles of the transmission line from the Junction City power- 
house to the Humboldt substation ; other transmission-line relocations of a minor 
nature; a decrease in the length of equivalent 100-foot transmission-line right- 
of-way on lands of the United States and consequently a decrease in the annual 
charges; the incorporation in the license of certain exhibits showing the said 
changes ; and the elimination from the license of superseded exhibits and exhibit 
F ; said amendment being: 

PARAGRAPH I. Paragraphs B and C of article 1 of the license as amended 
September 26, 1941, is hereby further amended to read as follows: 

B. The project covered by and subject to this license is located partly on pub- 
lic lands and lands of the United States within the Trinity and Six Rivers 
National Forests in Humbolt and Trinity Counties, Calif., and consists of: 

(a) All lands, or interest of the licensee in lands, constituting the project area 
and inclosed, or the location of which is shown, by the project boundary, such 
project area and preject boundary being more fully shown and described by 
certain exhibits which accompanied the application for license or applications 
for amendment thereof and which are designated and described as follows: 


EXHIBIT J 


FPC No. Drawing No. Showing 


90—27... j 401629 | Project (key map). 


EXHIBIT K 








Sheet No. FPC No. Drawing No. Showing 
| - : 99-28 403183 | Transmission line. 
Distasi dimitaaies sea -29 403184 Do. 
ian -30 401630 Do 
OF sticenan -3l 401631 Do. 
a 32 403185 Do. 
a. os 33 403186 Do. 
Tiss eriien sans ' 34 403187 Do. 


1 Revised in accordance with licensee’s letter of Jan. 16, 1953. 
2 Revised June 28, 1950. 
3 Revised June 28, 1950, and further revised in accordance with Licensee’s letter of Jan. 16, 1953. 











Sheet No. FPC No. Date signed Showing 
Liiiiittitimitiidnwicuieel ae 
Disan ion és 99-3 | June 27,1918 Do. 
“o> " "EXHIBIT E (3) / 

Sheet No. | FPC No. | Drawing No.| Showing 
Wiwiietal : . m ica : ee . on ai ecaiiaih & pease 
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(b) All water rights as shown by certain notices of locations on exhibits H-1 
and H-2, received in the United States Land Office, Eureka, Calif., on September 
12, 1918, and all other water rights by user or otherwise in Canyon Creek. 

(c) The following principal works: 

1. A rock-filled timber crib diversion dam across Canyon Creek in sec. 1, T. 34 
N., R. 11 W., Mount Diablo meridian, Trinity County, Calif. ; 

(2) A powerhouse, known as the Junction City powerhouse, located in sec. 36 
of said township, containing hydroelectric equipment ; 

3. A conduit and two penstocks; and 

4. Two transmission lines from said powerhouse—one to licensee’s Humboldt 
substation, and the other to Weaverville, Calif. ; 


the location and nature of said project works being more fully shown and de- 
scribed by certain exhibits accompanying the application for license, and appli- 
‘ations for amendment thereof, and which are designated and described as 
follows: 

EXHIBIT E (1) 


| Drawing No. | 





Sheet No. FPC No. or date | Showing 
signed 
a “ au | 
| 
Mdccwbdecwiinen whidrinaeielente avatins daupincdniesmuien tes 99-1 | June 27,1918 | Conduit sections. 

















| 99-23 48778 Powerhouse. 
EXHIBIT L 
Sheet No. | FPC No. | Drawing No.| Showing 
_ ee nee —_ | - — os | 
De ntideshcinicnrdniddidatsietianiniaiibegiapinaiiiinii 99-22 | 48342 | Dam. 
| 





! Superseding in part Exhibit E(1) (FPC No. 99-1). 
Echibit 3B (3 pages) 


Typewritten manuscript—General description of Junction City plant—received 
by the Commission on November 6, 1989—except insofar as it refers to the trans- 
mission line and Eureka substation, which part was superseded by exhibit M 
received by the Commission on August 10, 1950. 


Echibit M (1 page) 


Typewritten manuscript—General description of transmission lines—received in 
the office of the Commission on August 10, 1950. 

(d) All other structures, fixtures, equipment, or facilities used or useful in the 
maintenance and operation of the project and located upon the project area, in- 
cluding such portable property as may be used and useful in connection with the 
project or any part thereof, whether located on or off the project area, if and to 
the extent that the inclusion of such property as a part of the project works is 
approved or acquiesced in by the Commission ; also all other rights, easements, or 
interests, the ownership, use, occupancy, or possession of which is necessary or 
appropriate in the maintenance and operation of the project or appurtenant to 
the project area. 

Cc. The maps, plans, specifications, and statements designated and described as 
exhibits in paragraph B hereof, and approved by or for the Commission, are 
hereby made a part of this license, and no substantial change shall hereafter be 
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made in said exhibits, or any of them, until such change shall have been approved 
by the Commission: provided, however, That if the licensee deems it necessary 
or desirable that said approved maps, plans, specifications, and statements, or 
any of them, be changed there shall be submitted to the Commission for approval 
amended, supplemental, or additional maps, plans, specifications, and statements 
covering the proposed changes, and upon approval by the Commission of such 
proposed changes such amended, supplemental, or additional maps, plans, speci- 
fications, and statements shall become a part of this license and shall supersede, in 
whole or in part, such map, plan, specification, or statement, or part thereof, 
theretofore made a part of this license, as may be specified by the Commission. 

PARAGRAPH II. Paragraph C of article 8 of the license, as amended January 
17, 1950, is hereby further amended to read as follows: 

C. For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands used for transmission-line right-of-way only, $383.84. 

PARAGRAPH III. This amendment in the manner set out above shall not 
operate to alter or amend the license in any other respect, and shall not in any 
way constitute a waiver of any other part, provision or condition of the license 
as heretofore amended. 

(E) This order shall become final thirty (30) days from the date of its issuance 
unless application for rehearing shall be filed as provided in section 313 (a) of 
the act, and failure to file such an application shall constitute acceptance of this 
amendment of license. In acknowledgment of the acceptance of this amendment 
of license, it shall be signed for the licensee and returned to the Commission within 
60 days from the date of issuance of this order. 

Commissioner Wimberly not participating. 


Order authorizing issuance of securities 
Gulf States Utilities Co. 
Docket No. E-6481 
April 3, 1953 


Gulf States Utilities Co. (applicant), a corporation organized and existing 
under the laws of the State of Texas, qualified and authorized to do business as 
a foreign corporation in the State of Louisiana, having its principal business 
office in Beaumont, Tex., on March 11, 1953, filed its application and amendment 
thereto on March 23, 1953, for an order pursuant to section 204 of the Federal 
Power Act (act) authorizing the reclassification of its presently authorized 
5,000,000 shares of no par value common stock by changing and converting said 
5,000,000 shares into 6,250,000 shares of no par value common stock. Applicant 
has issued and outstanding 3,124,168 shares of common stock with respect to 
which it proposes to effect the change and conversion thereof by the issuance of 
781,042 additional shares of common stock to its holders of record of such stock 
on the date when the reclassification, if adopted becomes effective, by the issuance 
of one additional share of common stock for each four shares outstanding in lieu 
of the surrender and exchange of existing certificates. 

Applicant proposes to amend its charter through appropriate action of its 
stockholders entitled to vote on the matter comprising the holders of its out- 
standing 3,124,168 shares of common entitled to one vote per share and the 
holders of its issued and outstanding 120,000 shares of $4.40 dividend preferred 
stock entitled to seven votes per share. 
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Applicant has authorized and outstanding issues of preferred stock of $100 
par value per share as follows: 


Shares 
Ne aah ic apt se in cap ee cpalanandiasatcinl 120, 000 
A aia acai en she a ects cect 50, 000 
ap a 110 GR oso oe ea ea 60, 000 
OOD isis ek hic damien mina 70, 000 
Re Tah hein hie dnt ncienneianneee 50, 000 
SU csi ii ati cea ecb es Sachs a ct ala 350, 000 


of which only the $4.40 dividend, 120,000 shares issued and outstanding, have full 
voting rights entitled to seven votes per share. The holders of the other issued 
and outstanding shares of preferred are not entitled to vote except class voting 
power with all other holders of all outstanding preferred for certain protective 
purposes. In addition to the reclassification of the common stock the proposed 
amendment of the charter provides that each holder of preferred stock shall be 
entitled to 834 votes for each share of such stock held as to all matters in respect 
of which such stock has voting power. 

Upon the becoming effective of the proposed amendment of its charter and the 
issuance of the additional shares of common, applicant will then have a total 
number of authorized shares of capital stock of 6,600,000 shares divided into two 
classes, 350,000 shares of $100 par value preferred all issued and outstanding, 
and 6,250,000 shares of no par value common of which 3,905,210 shares will be 
issued and outstanding. 

Applicant anticipates the reclassification of its common stock and the issuance 
of the additional 781,042 shares thereof will broaden the market therefor and 
increase the salability of such stock by establishing a lower market price per 
share. It is expected that the proposed action will cause such stock to be 
more attractive to new investors and benefit the applicant when it becomes 
necessary to issue additional shares of its common stock in the future to finance 
its corporate requirements. 

Written notice of the application has been given to the Railroad Commission 
of Texas and to the Public Service Commission of Louisiana and to the Governor 
of each of those States. Notice of the application has also been given by publi- 
cation in the Federal Register on March 18, 1953 (18 F. R. 1560), stating that 
any person desiring to be heard or to make any protest with reference to the 
application should file a petition or protest on or before April 1, 1953. No protest 
or petition or request to be heard in opposition to the granting of said application 
has been received. 

The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order dated October 9, 
1947, In the Matter of Gulf States Utilities Company, docket No. IT-6081, 6 
F. P. C. 958. 

(2) The proposed issuance of 781,042 shares of common stock pursuant to 
the reclassification thereof will constitute an issuance of securities within the 
purview of section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of which 
its security issues are regulated by a State commission within the meaning of 
section 204 (f) of the Federal Power Act, and the proposed issuance of securities 
is, therefore, not exempt by virtue of that section from the requirements of section 
204 of the act. 
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(4) The proposed reclassification of common stock and the issuance of 781,042 
additional shares of such stock, as hereinafter authorized, will be for a lawful 
object, within the corporate purposes of the applicant and compatible with the 
public interest, which is appropriate for and consistent with the proper per- 
formance by the applicant of service as a public utility and which will not impair 
its ability to perform that service and is reasonably appropriate for such purposes. 

The Commission orders: 

(A) The proposed reclassification of common stock and the issuance of 781,042 
additional shares of such stock described above, upon the terms and conditions, 
and for the purposes specified in the application, be and the same are hereby 
authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions hereby authorized 
are consummated within 90 days from the date of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
which may come before this Commission or any other regulatory body, and nothing 
in this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect of any securities to which this 
order relates. 

Commissioner Wimberly not participating. 





Order authorizing and approving acquisition and merger or consolidation 
of facilities 


Arkansas-Missouri Power Co. 
Docket No. E-6480 
April 3, 1953 


Arkansas-Missouri Power Co. (Ark.-Mo.), a corporation organized and existing 
under the laws of the State of Arkansas with its principal business office at Blythe- 
ville, Ark., filed its application on March 3, 1953, for an order pursuant to section 
203 of the Federal Power Act, authorizing it to acquire all of the facilities of 
Missouri Utilities Co. (Missouri), located in the State of Arkansas, and to merge 
or consolidate its facilities with those proposed to be so acquired. 

The application states that the facilities to be acquired by Ark-Mo consist of 
all electric facilities and properties located in Greene County, Ark., presently 
owned and used by Missouri in rendering electric service to the public (herein- 
after called the Greene County properties). 

In consideration for the acquisition of the Greene County properties Ark-Mo 
proposes to pay from treasury funds an aggregate of $65,000, $50,000 to be paid to 
Missouri and $15,000 to be paid to T. J. Raney & Sons. 

Ark-Mo states that the proposed acquisition of the Greene County properties, 
whose estimated original cost is $48,254.30 with an applicable reserve for de- 
preciation of $6,535.53, will result in an electric plant acquisition adjustment of 
$23,281.23 which will be charged to earned surplus. 

Ark-Mo is presently supplying all of the energy requirements of the Greene 
County properties and will, upon acquisition, operate them as an integrated part 
of its electric system which presently surrounds them. The application states 
that such an integration will greatly improve the service to the areas involved. 

By order dated January 6, 1953, the Arkansas Public Service Commission 
authorized Ark-Mo to acquire the Greene County properties. 
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Written notice of the application has been given to the Public Service Com- 
missions of Arkansas and Missouri and to the Governors of each of those States. 
Notice was also published in the Federal Register on March 12, 1953 (18 F. R. 
1424-1425), stating that any person desiring to be heard or to make any protest 
with referenee to the application should file a petition or protest on or before 
March 25, 1953. No protest or petition or request to be heard in opposition to 
the granting of the application has been received. 

The Commission finds: 

(1) Ark-Mo, a corporation, is a public utility within the meaning of section 203 
of the act subject to the jurisdiction of the Commission as heretofore described 
and set forth in the Commission’s order entered March 4, 1949, In the Matter of 
Arkansas-Missouri Power Company, et al., docket No. E-6185, 8 F. P. C. 705. 

(2) By the proposed acquisition of facilities Ark-Mo will merge or consolidate 
its facilities subject to the jurisdiction of the Commission with the facilities of 
another person within the meaning and subject to the requirements of section 203 
of the act. 

(3) The proposed acquisition of facilities will enable Ark-Mo to operate the ac- 
quired property as an integral part of its electric utility plant so as to furnish 
adequate, dependable and economical electric service to the public in the areas 
concerned and will be consistent with the public interest. 

(4) The period of notice given in the matter is reasonable. 

The Commission orders: 

(A) The proposed acquisition and merger or consolidation by Ark-Mo of the 
facilities of Missouri be and the same hereby is authorized and approved upon 
the terms and conditions set forth in the application subject to the provisions of 
this order. 

(B) Ark-Mo shall charge to earned surplus the amount of $23,281.23 represent- 
ing the excess of the purchase price of the facilities to be herein acquired over 
their depreciated original cost. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days from the entry of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any matter whatsoever which 
may come before this Commission or any other regulatory body, and nothing in 
this order shall be construed as an acquiescence by this Commission in any esti- 
mate or determination of cost or any valuation of property claimed or asserted. 
Commissioner Wimberly, not participating. 


Order on appeal from ruling of the presiding examiner 


Algonquin Gas Transmission Co., Docket Nos. G—1319, Northeastern Gas Trans- 
mission Co., G-1568, Texas Eastern Transmission Corp., G-1012, Portland Gas 
Light Co., G—1554, Biddeford and Saco Gas Co., G—1558, Gas Service, Inc., 
G-1559, Allied New Hampshire Gas Co., G—1560, Greenfield Gas Light Co., 
G-—1576, Gardner Gas Fuel & Light Co., G-1584, Athol Gas Co., G—1655, Black- 
stone Valley Gas & Electric Co., G—2077, Tennessee Gas Transmission Co., 
G-—1921, and Niagara Gas Transmission Limited, G—1922, and Tennessee Gas 
Transmission Co. G—1969 and G-2108. 


April 7, 1958 


On March 24, 1953, in course of hearings in these consolidated proceedings, 
Northeastern Gas Transmission Co. (Northeastern) and Tennessee Gas Trans- 






Oe 





ORDERS 925 


mission Co. (Tennessee), applicants at docket Nos. G—1568 and G—2108 re- 
spectively, and interveners in the matters at docket Nos. G-1319 and G—1012, 
proffered evidence intended to show that the supplies of natural gas now esti- 
mated to be available to Texas Eastern Transmission Corp. (Texas Eastern) on 
a system-wide basis are not sufficient to support a finding that Texas Eastern is 
able to render the proposed service to Algonquin Gas Transmission Co. (Algon- 
quin) and the service Texas Eastern is authorized to provide to other customer 
companies. The evidence so tendered included exhibits Nos. RE-289A, RE-289B, 
and RE-289c, which purport to show, respectively, (a) “Tabulation of Texas 
Eastern Transmission Corp. available natural gas supply” for the years 1953 
through 1971, (b) “Texas Eastern Transmission Corp. Gas balance—based upon 
recoverable reserves as of April 1, 1952,” and (c) “Comparison of ‘proved’ gas 
supplies presented by Texas Eastern Transmission Corp. in docket No. G—1947 
with those presented in docket Nos. G—880, G-1003 and G-1089.” Also included 
in the tendered evidence were the testimony of certain witnesses adduced in the 
consolidated proceedings before this Commission at docket Nos. G—1947 and 
G-—1959 and certain exhibits from the record of those proceedings, together with 
other specified exhibits from the records of proceedings before this Commission 
at docket Nos. G—1003, G—1089, and G—1869 and a rate schedule of Texas Eastern 
on file with the Commission. The latter testimony and exhibits from the records 
of other proceedings and the files of the Commission were proposed to be in- 
corporated by reference to such records and files. 

Upon objection of counsel for Texas Eastern, the presiding examiner ruled 
that the proffered evidence is not relevant to the issues in these proceedings and 
refused to permit such evidence to be made a part of the record herein. His 
ruling is based upon his conclusion that the Commission's order issued herein 
on October 31, 1952 does not contemplate the reopening of issues as to the 
adequacy of the natural-gas supply available to Texas Eastern or its ability to 
render the proposed service to Algonquin. 

This matter is now before the Commission on appeal by counsel for North- 
eastern and Tennessee and Commission staff counsel from the ruling of the 
presiding examiner. The appeal of Commission staff counsel is directed only 
to the interpretation given by the presiding examiner to the aforementioned 
order issued October 31, 1952. 

As stated in the order issued October 31, 1952: 

On February 27, 1951, the Commission issued opinion No. 206, and accom- 
panying order. In paragraph (B) of said order the Commission issued a 
certificate, in docket No. G—1012, to Texas Eastern authorizing it, among 
other things, to sell and deliver natural gas to Algonquin. 

The order issued October 31, 1952, also recited the fact that the mandates 
of the United States Court of Appeals for the Third Circuit in the case of 
Northeastern Gas Transmission Co. et al. y. Federal Power Commission, 195 F. 
2d 872, provide, among other things, that: 

Paragraph (B) of the Commission’s opinion and order No. 206, issued 
February 27, 1951, is hereby modified by eliminating from the certificate of 
public convenience and necessity issued to Texas Eastern Transmission 
Corp. by said paragraph any authorization to Texas Eastern to sell and 
deliver natural gas to Algonquin Gas Transmission Co. 

Texas Eastern, in these current proceedings, is again seeking authorization 
to sell and deliver natural gas to Algonquin. 

In a discussion of the feasibility of the then proposed project, the Commission 
stated in opinion No. 206 that (10 F. P. C. 35) : 
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Through flexible and coordinated operation of the facilities proposed and 
the storage facilities certificated in docket No. G-1391, Texas Eastern, with 
a sales capacity derived directly from purchased gas sources of approxi- 
mately 1,100,000 M. c. f. per day, exclusive of zone A sales in Louisiana, will 
be able to meet contract commitments of approximately 1,206,500 M. ec. f. on 
the peak day in the fifth year. Texas Eastern proposed to withdraw gas 
from storage during the winter heating season to supplement the daily 
supply of its combined system to meet its customers’ requirements. 
Elsewhere in opinion No. 206 it is stated that: 


Texas Eastern has commitments to deliver a total of 1,210,000 M. c. f. of 
natural gas on a peak day upen completion of the proposed facilities, of 
which approximately 100,000 M. ¢. f. is to be met with deliveries from the 
Oakford storage pool. 


As we understand the statements of their counsel, Northeastern and Tennessee 
are not challenging the above-quoted or any other of the Commission's findings 
in its opinion No. 206 and the accompanying order issued February 27, 1951. 
Rather, they seek to prove by the proffered evidence that Texas Eastern does not 
at the present time have a supply of natural gas sufficient to render the pro- 
posed service to Algonquin. This position of Northeastern and Tennessee is 
evident from the following and other statements of their counsel. 

* * * There is no issue in this case as to whether, in 1951, Texas Eastern 
had adequate reserves. 

There is an issue in this case as to whether, in 19538, Texas Eastern has 
adequate reserves. * * * that is the only issue before the Federal Power 
Commnission in docket No, G-1012. 

» * » os +. 

* * * We are not here attacking that finding in 1951 that reserves were 

then adequate for the service then proposed. 


In the previously-mentioned order issued October 31, 1952, reopening these 
proceedings, the Commission stated in finding numbered (1) thereof that: 


In accordance with the mandates, and consistent with the opinion of the 
United States Court of Appeals for the Third Circuit, aforementioned, the 
proceedings in docket Nos. G—1319, G—1568, and G-1012 should be reopened 
for the purpose of determining whether each of the applicants in said 
docketed proceedings is able and willing properly to do the acts and to 
perform the service proposed in their respective applications, * * * 


We know from the record in these proceedings that construction of facilities 
certificated, at docket No. G-1012 by the aforementioned opinion No. 206 and 
accompanying order, has been largely completed and that construction is pro- 
ceeding with the remainder. Counsel for Northeastern and Tennessee stated, 
in the course of his argument before the presiding examiner as to the admissi- 
bility of the proferred evidence : 


This hearing does not involve the construction of new facilities by Texas 
Eastern. This hearing involves the use by Texas Eastern of presently 
existing facilities for the purpose of making a new sale that it has not been 
authorized to make. 


We believe that this statement of counsel, together with those quoted earlier, 
accurately reflect the present situation. We also think that findings previously 
made and unchallenged may not properly be the subject of collateral attack in 
this proceeding, casting doubt upon substantial investments which have been 
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made, facilities already constructed, and authorized natural-gas service now 
being rendered. There is, therefore, this justification for the examiner’s ruling 
within the framework of our order setting these matters down for hearing in 
compliance with mandates of the Court of Appeals for the Third Circuit. 

On the other hand, however, we cannot ignore the fact that additional evi- 
dence as to the supply of natural gas available to Texas Eastern has been sub- 
mitted—and to a considerable extent by Texas Eastern itself—in other pro- 
ceedings since 1950, when the evidence upon which the findings and conclusions 
expressed in opinion No. 206 was largely adduced. We do not believe that the 
Commission should preclude itself from considering subsequent developments 
which have in fact been officially made known to it on the records of more 
recent proceedings, if it is to discharge fully its paramount obligations to pro- 
tect the public interest. Accordingly, it seems appropriate that the evidence 
in question be received for such consideration as it may merit in the Com- 
mission's determination of the ability of Texas Eastern to render the proposed 
service to Algonquin. 

The Commission, having considered said appeals, the record in these pro- 
ceedings, including the arguments of counsel respecting this matter, finds: 

Northeastern and Tennessee, and any other proper party, should be per- 
mitted to adduce evidence in these proceedings as to the supply of natural gas 
presently available to Texas Eastern for the service proposed to Algonquin. 

The Commission orders: 

The aforementioned evidence proffered by Northeastern and Tennessee, if 
proper in other respects, be admitted in evidence as a part of the record in 
these proceedings. 

BUCHANAN, chairman, concurring: 

Because the Commission’s order does not in my opinion adequately express 
my views on some of the matters which have been brought into the discussion 
of the presiding examiner's ruling on the proffered evidence, I deem it necessary 
to state those views. 

Our determinations in docket Nos. G-1447 and G-—1012 (opinion No. 206) in 
February 1951, are not under attack here. We found then that United Gas 
Pipeline at docket No. G-—1447 could deliver 387,000 M. c. f. of gas daily to 
Texas Eastern at Kosciusko, Miss., for a period of at least 13 years. We also 
found that Texas Eastern through its proposed G—1012 facilities could transport 
that quantity of gas and deliver it into the heart of the Texas Eastern system 
at Connellsville, Pa. These findings were not disturbed by the Third Circuit 
decision and are still effective. 

Nor is there present any question of impeachment of our certificates issued 
at those dockets through our overruling of the presiding examiner herein. The 
integrity and feasibility of those certificates are not in question because of the 
pending proceeding nor were they in the Third Circuit’s decision. The record 
in docket No. G-1012 is replete with market evidence from Texas Eastern’s 
customers,’ which were seeking all or any part of the allocation which Algonquin 
had applied for, thus making the project feasible exclusive of Algonquin. The 
integrity and feasibility of the project in docket No. G—1012 is and was 
unquestioned. 

The issue raised by Tennessee’s offer of proof which the examiner denied and 
now by this order is to be admitted into evidence, goes far beyond the mere offer. 
Such offer of proof on the part of Tennessee should not have been necessary as 
I view it. 


1Sic, concurring opinion In the Matter of Texas Eastern Transmission Corp., 10 
7.2 C Fe 
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In docket Nos. G—1573, G-1614, and G-—1969, we required Tennessee to submit 
for the record a system study of its available gas supply and system gas require- 
ments,’ which evidence will become a part of this proceeding. While similar 
instructions have not issued to Texas Eastern, obviously the relative merits of 
the applications cannot be tested equitably between the competitors unless the 
testimony is based on common standards. It must be a system supply and re- 
quirements against a system supply and requirements and not a system approach 
for one against an incremental approach for the other. This is particularly 
true here in view of the fact that the large requirements customers of each are 
common to the other.’ Obviously, to compel one competitor for the New England 
market to first meet the requirements of common customers and not exact the 
same obligation from the other competitor would be grossly inequitable. It 
seems essential that if, for one reason or another, one competitor withholds from 
the record evidence which will prevent the testing of ability and willingness to 
render the service applied for upon equitable standards, the Commission, as the 
sole representative of the public interest in reaching the ultimate decision in 
the New England matter, should, as a part of its fact-finding function under the 
administrative process, by order require such evidence to be adduced. The ad- 
ministrative process, as I understand it, will not permit one competitor to pos- 
sibly jeopardize a benefit to the public by concealing from the administrative 
agency its ability or inability to perform properly the essential functions which 
it seeks to render. In short, it is my view that the Commission should require, 
by order, Texas Eastern to present evidence of its system gas supply and system 
gas requirements affirmatively and not presume to rest its Commission judgment 
solely on the negative approach of Tennessee the competitor. Refusal to comply 
with such order would be grounds for dismissal of the application. 

Only by application of common standards to such essential issues in this or 
any other competitive situation can we be assured that our certificate will benefit 
and not deceive the public. 

I concur in overruling the presiding examiner’s decision in this matter. 


Supplemental order authorizing issuance of first mortgage bonds 
California Electric Power Co. 
Docket No. E-6478 
April 7, 1958 


By order entered March 24, 1953, the Commission authorized the California 
Electric Power Co. (applicant) to issue and sell through competitive bidding 
$8,000,000 principal amount of its first mortgage bonds subject to the provisions, 
among other things, set forth in paragraph (B) of that order reading as follows: 

(B) The proposed issuance and sale at competitive bidding shall not be 
consummated until : 

(i) Applicant shall have amended its application pursuant to the require- 
ments of section 34.2 (k) (3) of the Commission’s rules relating to compli- 
ance with competitive bidding requirements and section 34.2 (k) (4) of 
the rules, relating to affiliation, and shall have either filed such amendments 


2 Letter—July 25, 1952, docket No. G—1969, et al. 
Letter—August 26, 1952, docket No. G—1969, et al. 
Order—September 8, 1952, docket No. G—1969, et al. 
Order—December 10, 1952, docket No. G—1573, et al. 

* Columbia System, Consolidated Natural Gas Corp. 
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or shall have mailed them and advised the Commission by telephone and 
telegraph as contemplated by section 34.9 of the rules. 

(ii) The Commission shall have approved the price to be received by the 
applicant for the first mortgage bonds and the interest rate thereof, by a 
further order. 

Applicant on April 6, 1953, filed an amendment pursuant to the requirements 
of the order of March 24, 1953, setting forth that it proposes to accept as repre- 
senting the lowest cost of money to it, the bid of The First Boston Corp. to 
purchase the $8,000,000 principal amount of first mortgage bonds for the price 
of $100.539 with an interest rate of 3% percent. 

The Commission finds: 

(1) The applicant has satisfactorily complied with the requirements of para- 
graph (B) of the order of March 24, 1953, and under the bid it proposes to accept 
for the first mortgage bonds the price to applicant therefor and the interest rate 
are reasonable. 

(2) The proposed issuance of first mortgage bonds as hereinafter authorized 
will be for a lawful object, within the corporate powers of applicant and com- 
patible with the public interest, which is appropriate for and consistent with the 
proper performance by the applicant of service as a public utility and which will 
not impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 

The Commission orders: 

(A) The price of such first mortgage bonds and the interest rate thereon under 
the bid referred to above are approved as reasonable. 

(B) The proposed issuance and sale of first mortgage bonds referred to above, 
upon the terms and conditions and for the purposes specified in the application, 
as supplemented by the amendment referred to above, be and the same hereby 
are authorized, subject only to the provisions of paragraphs (C), (D) and (EB) 
of the Commission’s order of March 24, 1953, in this matter. 

Commissioner Smith not participating. 


Order authorizing issuance of securities 
The Montana Power Co. 
Docket No. E-6486 
April 16, 1953 


The Montana Power Co. (applicant), a corporation organized and existing 
under the laws of the State of New Jersey, qualified and authorized to do business 
as a foreign corporation in the States of Montana, Idaho and Wyoming, having 
its principal business office at Butte, Mont., on March 19, 1953 filed its application 
and amendment thereto on April 2, 1953, for an order pursuant to section 204 of 
the Federal Power Act (act) authorizing the issuance of $18,000,000, principal 
amount, of — percent sinking fund debentures due 1978. 

Applicant proposes to issue the $18,000,000, principal amount, of — percent 
sinking fund debentures due 1978 under a debenture agreement, dated as of May 
1, 1953, between it and City Bank-farmers Trust Co., as trustee. 

Applicant proposes, on or about April 24, 1953, to invite bids for the purchase 
of the 1978 series debentures by newspaper publication and through distribution 
of a “Public invitation for bids for the purchase of $18,000,000 — percent sinking 
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fund debentures due 1978,” setting forth the terms and conditions relating thereto. 
All bids must be in writing and shall specify the coupon rate of the debentures 
which shall be a multiple of % of 1 percent and the price (exclusive of accrued 
interest) to be paid to the applicant which shall be not less than 100 percent nor 
more than 102% percent of the principal amount thereof and shall provide that 
the accrued interest on the said debentures from May 1, 1953 to the date of pay- 
ment therefor and delivery thereof will be paid to applicant by the purchasers. 
All bids must be presented to applicant before 12:00 noon, New York time, May 
4, 1953 unless postponed. Unless the applicant shall reject all bids which it 
reserves the privilege so to do or exclude a bid or bids for reasons specified in the 
public invitation, it will accept the bid which provides lowest annual cost of 
money to it. 

The proceeds from the issuance of the proposed debentures are to be used for 
the repayment of bank loans evidenced by promissory notes in the aggregate 
amount of $12,000,000 and the balance will be used for a portion of the 1953 
construction program of applicant. 

Written notice of the application has been given to the Public Utilities Com- 
mission of Idaho, the Board of Railroad Commissioners of Montana and to the 
Governor of each of those States. Notice of the application also has been given 
by publication in the Federal Register March 27, 1953 (18 F. R. 1730), stating 
that any person desiring to be heard or to make any protest with reference to the 
application should file a petition or protest on or before April 10, 1953. No pro- 
test or petition or request to be heard in opposition to the granting of said appli- 
cation has been received. 

By order entered March 23, 1953, the Idaho Public Utilities Commission au- 
thorized the issuance by applicant of $18,000,000 principal amount, of debentures 
due 1978 through competitive bidding. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order dated November 20, 
1950, In the Matter of The Montana Power Co., docket No. E-6327, 9 F. P. C. 1257. 

(2) The proposed issuance and sale of $18,000,000 principal amount of sinking 
fund debentures will constitute an issuance of securities within the purview of 
section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a commission within the meaning of 
section 204 (f) of the Federal Power Act, and the proposed issuance of securities 
is, therefore, not exempt by virtue of that section from the requirements of section 
204 of the Act. 

(4) The proposed issuance of securities will enable applicant to obtain funds 
to reimburse its treasury for construction expenses heretofore made and to 
earry forward its 1953 construction program. 

(5) The proposed issuance and sale through competitive bidding of sinking 
fund debentures, as hereinafter authorized, will be for a lawful object, within 
the corporate purposes of the applicant and compatible with the public interest, 
which is appropriate for and consistent with the proper performance by the 
applicant of service as a public utility and which will not impair its ability to 
perform that service and is reasonably appropriate for such purposes. 

The Commission orders: 

(A) The proposed issuance and sale of sinking fund debentures, described 

above, upon the terms and conditions, and for the purposes specified in the ap- 











ORDERS 931 


plication, be and the same is hereby authorized, subject to the provisions of this 
order. 

(B) The proposed issuance and sale at competitive bidding shall not be con- 
summated until : 

(i) Applicant shall have amended its application pursuant to the requirements 
of section 34.2 (k)(3) of the Commission’s rules relating to compliance with 
competitive bidding requirements and section 34.2 (k) (4) of the rules, relating 
to affiliation, and shall have either filed such amendments or shall have mailed 
them and advised the Commission by telephone and telegraph as contemplated 
by section 34.9 of the rules. 

(ii) The Commission shall have approved the price to be received by the 
applicant for sinking fund debentures and the interest rate thereof, by a further 
order. 

(C) This authorization shall expire unless the transactions hereby authorized 
are consummated within 60 days from the date of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determination of cost, or any other matter whatsoever 
which may come before this Commission, or any other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation.of property claimed 
or asserted. ' 

(E) Nothing in this order shall be construed to imply any guarantee or ob- 
ligation on the part of the United States in respect of any securities to which 
this order relates. 

Commissioner Doty not participating. 


Order further amending order issuing certificate of public convenience and 
necessity 


United Gas Pipe Line Co. 
Docket No. G—1879 
April 16, 1953 


On July 25, 1952, the Commission issued its opinion No. 232 and accompanying 
order which, among other things, issued a certificate of public convenience 
and necessity to United Gas Pipe Line Co. (United), pursuant to its application 
at docket No. G-1879, subject to certain conditions therein set forth. Among 
other things, United was authorized to construct a 5,280-horsepower compressor 
station, to be known as the Napoleonville compressor station, at the junction 
of the 30-inch line serving the fields offshore in the Gulf of Mexico and the 26-inch 
line which originates at Lirette Field, being in section 126, township 13 south, 
range 14 east, Assumption Parish, La. It was proposed that there be installed 
in this station four 1,320-horsepower Ingersoll-Rand type KVGH-123 compressor 
units and appurtenances. 

On January 26, 1953, United filed an application for amendment of its certificate 
of public convenience and necessity to permit the substitution of a 5,000-horse- 
power gas turbine driven centrifugal compressor unit in lieu of the previously 
authorized four 1,320-horsepower reciprocating units. In support of its applica- 
tion for the amendment, United states that the proposed installation of the cen- 
trifugal compressor unit will minimize gas piping pulsation problems which have 
arisen because of the poor soil conditions known to exist at the site of this proposed 
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station. A supplemental application filed by United on February 24, 1953, 
sets forth a comparison of the estimated costs of installation and operating 
the centrifugal unit and the reciprocating units. This comparison indicates that 
the cost of installation and operation of the proposed centrifugal compressor 
would not exceed the cost of installing and operating the reciprocating com- 
pressor station originally proposed. 

A copy of the application for amendment was duly served on other parties to 
the proceedings at docket No. G-1879. No answer or objections thereto have been 
filed. 

The Commission orders: 

The certificate issued at docket No. G—1879 to United Gas Pipe Line Co. by 
the order issued July 25, 1952, accompanying opinion No. 232, be and it is 
hereby amended to permit the installation and operation of a 5,000-horsepower 
gas turbine driven centrifugal compressor unit in lieu of the four 1,320-horse- 
power reciprocating compressor units previously authorized to be installed at 
the so-called Napoleonville compressor station to be located at the junction of 
the 30-inch line serving the fields offshore in the Gulf of Mexico and the 26-inch 
line which originates at Lirette Field, being in section 126, township 13 south, 
range 14 east, Assumption Parish, La. 





Order allowing rate schedule to take effect and terminating rate investigation 


New England Power Co., Connecticut River Power Co., and The 
Narragansett Electric Co. 


Docket No. E-6159 
April 17, 1953 


By order issued September 3, 1948, the Commission ordered an investigation 
of rates subject to its jurisdiction charged by New England Power Co. and Con- 
necticut River Power Co. During the investigation, which was conducted pur- 
suant to those orders, those companies filed rate schedules with this Commis- 
sion effectuating substantial reductions in wholesale rates. During the investi- 
gation costs of operation of the two companies were increasing and were ex- 
pected to continue to increase. 

In an endeavor to make their rates and conditions of service as nearly uniform 
as possible, conferences were held with representatives of the companies and of 
interested State commissions. As a result of the conferences numerous changes 
were made in the companies’ filed schedules in an effort to standardize the whole- 
sale rates—some of these changes resulting in rate decreases, some in increases. 
By these changes the companies succeeded in eliminating substantially all dis- 
criminatory and non-uniform rate practices in the rate schedule subject to this 
Commission’s jurisdiction. 

During the course of the aforementioned conferences the New England Co. was 
questioned repeatedly as to the provision in its rate schedule for service to Wor- 
cester County Electric Co., an affiliated wholesale customer, which provides for 
deduction of that company’s largest generating unit (33,000 kilowatts) in com- 
puting the billing demand, on the ground that it resulted in the customer being 
required to supply an excessive amount of reserve generating capacity. 

New England Co., with the concurrence of the Worcester Co., agreed to recog- 
nize the abnormal amount of reserve generating capacity required to be supplied 
by the Worcester Co. and on March 12, 1953. filed its supplement No. 3 to rate 
schedule F. P. C. No. 87, which reduced charges to the Worcester Co. by $238,000 
annually, by giving it credit for its excess reserve capacity. 
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Since the filing of that supplement No. 3 no objection or protest to permitting 
it becoming effective has been received. 

From the foregoing circumstances it appears that filing and posting of the pro- 
posed supplemental rate schedule 30 days in advance of the requested effective 
date of January 1, 1953, may be waived without undue prejudice to the interests 
of those who might be affected under the provisions of the Federal Power Act and 
good cause has been shown that it be allowed to take effect as of January 1, 1953. 

By order issued July 19, 1950, the Commission’s rate investigation in the above- 
entitled proceeding was broadened to include The Narragansett Electric Co. and 
Rhode Island Power Transmission Co. whose merger in The Narragansett Co. 
was approved by Commission order issued on the same date. As a result of 
the investigation conducted pursuant to that order, The Narragansett Co. filed 
rate schedules reducing its rates to its wholesale customers by some $20,000. 

It appears appropriate to carry out the provisions of the Federal Power Act, 
and in the public interest, to terminate the investigation in the above-entitled 
proceeding. 

The Commission orders: 

(A) The proceedings in docket No. E-6159 be and they hereby are terminated. 

(B) Supplement No. 3 to New England Power Co.’s rate schedule F. P. C. No. 
87 be and it hereby is allowed to take effect as of January 1, 1953. 

(C) Nothing contained in this order shall be construed as a waiver of the re- 
quirements of section 205 (d) of the Federal Power Act or section 35.3 (c) of 
the Commission’s general rules and regulations, nor shall it be construed as con- 
stituting approval by this Commission of any service, rate, charge, classification, 
or any rule, regulation, contract, or practice affecting such service or rate pro- 
vided for in the supplemental rate schedule, as above designated, nor shall this 
order be deemed as recognition of any claimed contractual right or obligation 
affecting or relating to such service or rate. 

(D) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by this Commission in any proceeding now pending, or 
hereafter instituted, by or against the applicant. 

Commissioner Doty not participating. 


Findings and order issuing certificate of public convenience and necessity 
Cities Service Gas Co. 
Docket No. G-2112 
April 17, 1953 


On January 22, 1953, Cities Service Gas Co. (applicant) a Delaware corpora- 
tion having its principal place of business at Oklahoma City, Okla., filed an 
application for a certificate of public convenience and necessity and a supple- 
mentary exhibit thereto on February 2, 1953, pursuant to section 7 of the Natural 
Gas Act, authorizing the construction and operation of facilities subject to the 
jurisdiction of the Commission described as follows: 

(1) 8.75 miles of 16-inch gas pipeline to replace an existing 10-inch gas pipeline 
beginning at a point on the discharge side of applicant’s Saginaw compressor 
station in the southeast quarter (SE%4) of section 36, township 27 north, range 
33 west, thence easterly to a point in the northwest quarter (NW%4) of section 4, 
township 26 north, range 31 west, all in Newton County, Mo. 

(2) 9.25 miles of 16-inch gas pipeline to replace an existing 10-inch gas 
Pipeline beginning at a point on the discharge side of applicant’s Pierce City 
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compressor station in the northeast quarter (NE%) of section 4, township 26 
north, range 28 west, thence easterly to a point in the northeast quarter (NB) 
of section 1, township 26 north, range 27 west, all in Lawrence County, Mo. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
April 14, 1953, respecting matters involved and the issues presented by the appli- 
cation. No protests to the application have been received. 

The facilities proposed by applicant are designed to meet increasing loads on 
the Saginaw-Springfield portion of applicant’s Southern Trunk-Quapaw-Spring- 
field system. The following tabulation compares the present system inputs and 
Saginaw-Springfield capacity with those estimated for the proposed system : 


M. c. f. per day 14.78 pounds per square inch absolute 


Present System Proposed System 
Re CIEE ic iniecnn tied 83, 849 78, 791 
I CE a sissies cnstcsigeicictininnsttoiaaaptialiiah 55, 575 55, 788 
iiss ails cena nieaidicin it 139, 424 134, 579 
Saginaw-Springfield capacity____._-___..._ 39, 703 45, 796 


The estimated over-all capital cost of the proposed facilities is stated to be 
$631,000, of which $56,000 will be for cost of removal of the existing 10%4-inch 
pipeline. Applicant proposes to defray the expenses attributable to the construc- 
tion of proposed facilities and removal of existing facilities out of available bank 
credit funds under the terms and conditions outlined in exhibit No. 4 at docket 
No. G—1968. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
in Oklahoma City, Okla., owns and operates, among other facilities, a natural- 
gas transmission pipeline system located in the States of Oklahoma, Texas, 
Kansas, Missouri, and Nebraska, and by such operations applicant is engaged 
in the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commission, 
and is, therefore, a “natural gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order entered on December 
28, 1943, docket No. G—-298, 4 F. P. C. 471. 

(2) The facilities hereinbefore described are proposed to be used for the trans- 
portation and sale of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, as an integral part of applicant’s existing pipeline 
system, and the construction and operation thereof by applicant are subject to 
the requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 C. F. R. 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity, and a certificate therefore should 
be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued to Cities Service Gas Co. authorizing it to construct and operate the 
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facilities hereinbefore described and as more fully described in the application, as 
supplemented. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in writ- 
ing by applicant within 30 days from the issue date of the order issuing such 
certificate: Provided, however, That when an application for rehearing of such 
order is filed in accordance with section 19 of the Natural Gas Act, such acceptance 
shall be filed within 30 days from the issue date of the order of the Commission 
upon the application for rehearing or within 30 days from the date on which such 
application may be deemed to have been denied when the Commission has not acted 
on such application within 30 days after it has been filed: Provided, further, That 
when a petition for review is filed in accordance with the provisions of section 19 
of the Natural Gas Act, such acceptance shall be filed within 30 days after final 
disposition of the judicial review proceedings thus initiated. 

(C) The following conditions be and the same are hereby attached to the exer- 
cise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be commenced within 15 days 
after the issuance of this order and shall be completed and actual operations there- 
under commenced by applicant not later than 60 days subsequent to beginning 
of construction. 

(2) Applicant shall file with the Commission in writing and under oath, an 
original and 4 conformed copies of the following: 

(i) Within 10 days after bona fide beginning of construction, notice of date of 
such beginning; 

(ii) Within one month after date of issuance of this order, a progress report 
showing the exact status of authorized construction ; 

(iii) Within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of the 
date of such placement and commencement ; 

(iv) Within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement showing 
the actual cost of constructing authorized facilities by operating units, and show- 
ing separately the actual cost of labor, materials, rights-of-way, damages, surveys, 
engineering, inspection, overhead, interest during construction, contingencies, 
and all other items of cost, together with a statement showing and explaining the 
cause for any difference between actual cost and estimate of costs relied upon 
herein by applicant. 

(3) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations hereby authorized and in ac- 
cordance with the provisions of the Natural Gas Act, as well as any applicable 
rules, regulations, or orders of the Commission. 

Commissioner Doty not participating. 


Order accepting surrender of license (major) 
Hall-Interstate Mining Co. 
Project No. 1852 
April 20, 1953 


An application was filed on August 28, 1951, by Hall-Interstate Mining Co., 
licensee for major project No. 1852-Idaho, for surrender of its license for the 
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project, consisting of a rock and earth-filled log crib dam across the Deadwood 
River, a tributary of South Fork of Payette River near Cascade, Valley County, 
Idaho, occupying lands of the United States within the Boise National Forest, 
formerly Payette National Forest, together with a reservoir, a pipeline and tail- 
race and a transmission line extending from the powerhouse to the mill and a 
350-horsepower generating unit. 

On March 2, 1942 a license was issued for constructed project No. 1852, to the 
Hall-Interstate Mining Co. of Boise, Idaho, for a period of 25 years. 

The licensee has shown that prior to August 1950 it discontinued operating the 
project and states that it does not intend to resume operations. 

The annual charges under the license have been paid through the year 1950 
and the licensee’s copy of the license instrument has been returned. 

The Forest Service has reported that the lands of the United States occupied 
by the project have been restored to a condition satisfactory to it except that the 
dismantling of the powerhouse has not been completed. 

The Commission finds: 

The license instrument for project No. 1852 has been returned and the lands 
of the United States occupied by the project works were restored to a satisfac- 
tory condition except for the incomplete dismantling of the powerhouse. 

The Commission orders: 

Surrender of license for project No. 1852 is hereby accepted, effective as of 
December 31, 1950, subject, however, to the condition that the project power- 
house be completely dismantled. 

Commissioner Doty not participating. 


Order approving revised exhibits 
Connecticut River Power Co. 
Project No. 2077 
April 21, 1958 


On December 15, 1952 Connecticut River Power Co., licensee for major project 
No. 2077, submitted a revised exhibit J (3)-2, sheet 1A (F. P. C. No. 2077-35) 
and a revised exhibit L (3), sheets 1A to 6A inclusive (F. P. C. Nos. 2077-36 to 
41 inclusive), showing changes in the location and design of the project structures 
included in the Littleton development. 

The proposed water surface elevation, size of power installation and spillway 
have not been changed. The proposed structures are to be located slightly down- 
stream from the original location in order to secure more suitable foundation 
conditions and changes in design which are of a minor nature will result in econ- 
omy of construction. 

By letter dated February 13, 1953, the office of the Chief of Engineers has ad- 
vised the Commission that exhibit L (3), sheets (F. P. C. Nos. 2077-36 and 37) 
have been approved by the Secretary of the Army and the Acting Chief of En- 
gineers in accordance with section 4 (e) of the Federal Power Act insofar as the 
interests of navigation are concerned. 

The Commission finds: 

The new and revised exhibits referred to above conform to the Commission’s 
rules and regulations. 

The Commission orders: 
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(A) The following described exhibit drawings are approved as part of the 
license for project No. 2077. 








Exhibit | Sheet | F. P. C. No. Title 

Cilia ancient darnsvasi | 1A of 1 2077-35 | General map. 
Git, uikcias irl dinlinka aaa | 1A of 6 | 2077-36 | General layout of plant. 
TN thsicinsrstpsstishialhiatithiotnalotcti 2A of 6 2077-37 | Elevation looking upstream. 
Difedenccetescchsnace 3A of 6 2077-38 | Cross section-intake & powerhouse. 
i iis inst oer tess igceitasin 4A of 6 2077-39 Powerhouse-floor plan. 
Wcecese 5A of 6 2077-40 | Details of spillway. 

3 6A of 6 2077-41 | North embankment and wall. 


(B) The following described superseded exhibits are excluded from the li- 
cense for project No. 2077. 


Exhibit | Sheet | F. P.C.No. Title 





| 
ai cusistencenaepal lof1 | 77-4 General map. 
L(3)-- 1of3 | 2077-16 | General layout of plant. 
din sac 2o0f3 2077-17 | Profile & elevation looking upstream. 
L(3).. | 3 of 3 2077-18 | Cross section—intake & power house. 
a a i ed -| 4 2077-19 | Power house—floor plan. 
| FE EN See | 5 | 2077-20 | Details of spillway. 
BD avindscaccsascecwsss | 6 2077-21 | North embankment and wall. 


Commissioner Doty not participating. 


Order authorizing and approving acquisition of securities 
Pennsylvania Power & Light Co. 
Docket No. E-6483 
April 22, 1953 


Pennsylvania Power & Light Co. (applicant), a corporation organized and 
existing under the laws of the Commonwealth of Pennsylvania, having its prin- 
cipal business office at Allentown, Pa., on March 12, 1953, filed an application and 
on March 17, 1953, an amendment thereto, for an order authorizing the acquisi- 
tion by applicant of all of the outstanding capital stocks of The Scranton Electric 
Co. (Seranton), pursuant to section 203 of the Federal Power Act (act). 

Scranton is a corporation organized and existing under the laws of the Com- 
monwealth of Pennsylvania, having its principal business office at Scranton, Pa., 
engaged principally in the generation, transmission, distribution and sale of elec- 
tric energy in portions of the Counties of Lackawanna, Luzerne, Susquehanna 
and Wayne in Pennsylvania and it also supplies steam heat to certain customers 
in the city of Scranton. 

The acquisition of all of the outstanding capital stock of Scranton would be 
accomplished by applicant issuing its capital stock in exchange therefor on the 
following basis: (1) each two shares of Scranton common stock would be ex- 
changed for one share of applicant’s common stock, (2) each share of Scranton 
4.40 percent cumulative preferred stock would be exchanged for one share of 
applicant’s 4.40 percent series preferred stock, and (3) each share of Scranton 
3.35 percent cumulative preferred stock would be exchanged for one share of 
applicant’s 3.35 percent series preferred stock (a new series to be established) or 
%4 of a share of applicant’s 4%4 percent preferred stock or two shares of appli- 
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cant’s common stock, at election of the holder of Scranton 3.385 percent cumula- 
tive preferred stock. 

It is applicant’s purpose ultimately to merge Scranton into applicant which 
will be the surviving company in the event the proposed exchange of securities is 
consummated. Pending such merger applicant intends to operate the properties 
of Scranton as a division of its system. 

The service area of Scranton is contiguous to the northeasterly portion of the 
service area of applicant. The facilities of Scranton and applicant are presently 
interconnected at two points which permit coordination and development of the 
two systems and by reason of applicant’s interconnections with other companies 
the two systems referred to are part of a large power pool serving New Jersey, 
Delaware, the Baltimore, Md., and District of Columbia area and a large section 
of Pennsylvania. 

The rates of Scranton presently in effect are generally lower than those of 
applicant for comparable service and it is the plan of applicant to continue 
such rates in effect for a time in the event the proposed merger is consummated. 

Applicant anticipates that if the contemplated merger is consummated various 
advantages will result therefrom, such as pooling of reserve capacity, reduction 
in plant investment, operating economies through elimination of duplicate func- 
tions incident to accounting, billing, auditing and administration with the result 
of more dependable service to the public involved. 

Written notice of the application has been given to the Public Utility Com- 
mission of Pennsylvania, Board of Public Utility Commissioners of New Jersey 
and to the Governor of each of those States. Notice was also published in the 
Federal Register March 21, 1953 (18 F. R. 1648), stating that any person desiring 
to be heard or to make any protest with reference to the application should file 
a petition or protest on or before April 4, 1953. 

On March 16, 1953, Sylvia Friedman, a holder of 60 shares of 3.35 percent 
preferred stock of Scranton; filed an objection to the granting of the application 
unless such preferred stockholders of Scranton were paid $100 per share for 
their holdings. Applicant and Scranton in their responses to the objection served 
upon them each indicated the objection was to the initial offer and not to the 
modification later agreed upon between the managements of the two companies 
for a share-for-share exchange with respect to the 3.35 percent series of Scranton 
preferred. The new series of 3.35 percent preferred proposed to be established 
by applicant to facilitate the exchange has all of the qualities of the stock to be 
surrendered for exchange plus voting power which that issue of Scranton does 
not possess. The responses of applicant and Scranton referred to above were 
brought to the attention of Mrs. Friedman. No further or other protest or 
petition or request to be heard in opposition to the granting of the application 
was received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
203 of the act subject to the jurisdiction of the Commission as heretofore de- 
scribed and set out in the Commission’s order entered December 26, 1947, 
In the Matter of Pennsylvania Power & Light Co., docket No. IT-6098, 6 F. P. C. 
1114. 

(2) Scranton, a corporation, is a public utility within the meaning of section 
203 of the act subject to the jurisdiction of the Commission as heretofore de- 
scribed and set out in the Commission’s order entered December 19, 1950, 
In the Matter of The Scranton Electric Co., docket No. E-6326, 9 F. P. C. 1353. 
(3) By the proposed transaction applicant will acquire the securities of 
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another public utility within the purview of and subject to the requirements 
of section 203 of the act. 

(4) The applicant is organized and operating in a State under the laws 
of which its security issues are regulated by a State commission within the 
meaning of section 204 (f) of the Federal Power Act, and the proposed issuance 
of capital stock, therefore, is exempt by virtue of that section from the require- 
ments of section 204 of the Federal Power Act. 

(5) The objection to the granting of the application unless the 3.35 percent 
preferred stockholders of Scranton were paid $100 per share for their stock 
filed by Sylvia Friedman is without merit. 

(6) The acquisition by applicant of all of the outstanding capital stock of 
Scranton upon the terms and conditions proposed as hereinafter authorized will 
be consistent with the public interest. 

The Commission orders: 

(A) The acquisition by applicant of all of the outstanding shares of capital 
stock of Scranton upon the terms and conditions set forth in the application 
is hereby authorized and approved subject to the provisions of this order. 

(B) This authorization shall expire unless acted upon within 60 days after 
the entry of this order. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any matter whatsoever 
which may come before this Commission or any other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed or 
asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which 
this order relates. 


Order making effective increased rates under bond and subject to refund and 
providing for hearing 


Mississippi River Fuel Corp. 
Docket No. G-—2153 
April 24, 1953 


On April 30, 1952, pursuant to the provisions of part 154 of the Commission’s 
general rules and regulations (18 C. F. R., part 154) governing the filing of 
changes in rates or charges under section 4 (d) of the Natural Gas Act, Missis- 
sippi River Fuel Corp. (Mississippi) tendered for filing proposed changes in its 
F. P. C. gas tariff, original volume No. 1, together with data allegedly supporting 
such changes as required by the general rules and regulations. By these changes 
Mississippi proposed to increase, effective June 1, 1952, its then effective tariff 


1The proposed changes were embodied in tariff sheets entitled as third revised sheet 
No. 1, superseding second revised sheet No. 1; second revised sheet No. 4, superseding 
first revised sheet No. 4; first revised sheet No. 5, superseding original sheet No. 5; 
original sheet No. 5a; second revised sheet No. 6, superseding first revised sheet No. 6; 
first revised sheets Nos. 14 and 15, superseding original sheets Nos. 14 and 15; and original 
sheet No. 25. 
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rates and charges to its purchasers”? of natural gas for resale in interstate 
commerce, and to change its then existing tariff in several other respects. 
Mississippi thereby proposed to increase at that time its rates and charges about 
25 percent annually, or approximately $3,400,000, based on estimated sales for 
the 12-month period commencing June 1, 1952, for firm and interruptible service, 
and to change the form of its firm service rate schedule from a two-part rate 
with billing demand based upon maximum daily volume of gas purchased 
during the month, but not less than the maximum daily volume purchased 
during the next preceding 11 months, to a two-part rate with billing demand 
based upon the contract demand which Mississippi designated as a “stated 
demand.” 

Such proposed increase was in addition to an annual increase of approximately 
$3,100,000 then being collected under bond, subject to refund, and then pending 
decision In the Matter of Mississippi River Fuel Corp., docket No. G-—1641. 
Subsequently the Commission, by its opinion No. 234 and order issued August 
4, 1952 in docket No. G—1641, held that no part of the $3,100,000 was justified 
and ordered refunds of the increase which had been collected under bond. 
Based on estimated sales for the 12-month period beginning June 1, 1952, the 
proposed increase in rates embodied in the tariff changes tendered on April 
30, 1952 was about 53 percent, or approximately $6,500,000 annually, in excess 
of the rates which were reinstated as reasonable by the Commission’s aforesaid 
opinion No. 234 and order in docket No. G-1641.2° 

The Commission, by order issued May 29, 1952, rejected Mississippi’s April 
30, 1952 proposed tariff changes.“ Under review pursuant to section 19 (b) of 
the Natural Gas Act, upon petition of Mississippi, the United States Court of 
Appeals for the Third Circuit issued on February 9, 1953 its opinion, judgment 
and mandate in Mississippi River Fuel Corporation v. Federal Power Com- 
mission, No. 10,868, 202 F. 2d 899, vacating the Commission’s order of May 29, 
1952 and remanding the cause to the Commission for further proceedings “con- 
sistent with the authorization and direction” of the Court's opinion. The Court’s 
opinion, in pertinent part, said: 


* Mississippi's utility customers, at that time, included: Arkansas Louisiana Gas Co.; 
city of Altheimer, Ark.; Fort Smith Gas Corp.; Illinois Power Co.; Laclede Gas Co., 
MidSouth Gas Co.; Missouri Natural Gas Co.; Public Utilities Co., Crossett, Ark.: and 
Union Electric Power Co. In the meantime, service to the village of Dupo, Ill., and St. 
Charles Gas Corp. has been provided for by the Commission's order issued September 2, 
1952, as amended, In the Matters of Mississippi River Fuel Corp., et al., docket Nos. 
G—1281, et al. 


3 The various rates referred to may be summarized as follows: 





| Propnsed | Retnstated | Proposed 
in G-1641 in G-1641 | Apr. 30, 
| 





| 1952 
| 
Firm service—rate schedule. aa a tags oon F-1 | F-1 | G-1 
Demand charge per month—per M. c. f.........- é | $1. 60 | $1.12 | $2.00 
Commodity charge per M. c. f.............-.....-__-- 40 15 | .13 .18 
Interruptible service—rate schedule.__.........._._- ide | I-1 I-1 I-1 
Cheb or OE & 0... ere cA $.15 $.14 $.18 


* Copies of the tariff changes proposed on April 30, 1952 were submitted to Mississippi’s customers and 
interested State regulatory commissions, all of which were afforded, prior to the May 29, 1952 order, an 
opportunity to submit written comments. The responses, as filed and referred to in that order, included 
protests to the proposed tariff changes, objecting to, among other things, the increased rates proposed, the 
proposed change to a contract-demand type of rate, and the proposed penalty provisions for gas taken in 


excess of contracted or stated demands. Such responses included, also, requests for suspension of and hearing 
upon the said tariff proposals. 
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* * * we think the Commission has no right to prevent the petitioner from 
putting its proposed new schedules into effect at once under the procedure 
which the statute authorizes the proponent of a new tariff to follow after 
the end of a five-month suspension. To this end, the Commission shall 
accept again the original papers filed by the petitioner on April 30, 1952, or 
duplicates thereof. Immediately upon such resubmission the petitioner 
shall be privileged to make its proposed new schedules effective by filing 
such a motion for that purpose as is authorized and required by section 4 (e) 
of the Natural Gas Act, subject to the right of the Commission forthwith to 
direct and give notice of a hearing upon the new schedules and to safeguard 
customers of petitioner in the payment of the new tariffs pending the outcome 
of such hearing by requiring petitioner to file such bond as is contemplated 
and authorized by section 4 (e). 


On April 9, 1953 that Court denied a motion by Mississippi for modification of 
the opinion to permit Mississippi to make the increase in rates effective as of 
June 1, 1952, without restriction. 

On April 10, 1953, pursuant to the aforesaid opinion, judgment and mandate 
of the Court of Appeals, Mississippi resubmitted to the Commission the proposed 
increased rates and other tariff changes, and moved to put them into immediate 
effect. 

On April 20, 1953, Mississippi requested that the Commission convene a confer- 
ence of all interested persons, including its utility customers and interested State 
regulatory commissions, to provide an opportunity for the submission and con- 
sideration of proposals for the settlement of, inter alia, all issues involved in 
this proceeding. By order entered concurrently herein the Commission has 
provided for such a conference. Since such conference will afford an opportunity 
for considering and possibly achieving a settlement of the issues involved in this 
proceeding, the Commission will not require Mississippi to submit a bond until 
60 days from the date of issuance of this order. 

Upon consideration of Mississippi’s resubmittal on April 10, 1958 of its pro- 
posed tariff changes and the accompanying data originally tendered on April 30, 
1952, the motion filed herein on April 10, 1953, the Commission’s aforesaid order 
of May 29, 1952, the said opinion, judgment and mandate of the United States 
Court of Appeals for the Third Circuit, filed February 9, 1953, together with that 
Court’s supplemental opinion filed April 9, 1953, and all other matters of record 
herein and of which official notice is hereby taken, including, inter alia, the 
Commission’s order entered concurrently herein, its findings and order issued 
September 2, 1952, as amended, In the Matters of Mississippi River Fuel Corp., 
et al., docket No. G-1281, et ul., and its opinion No. 234 and order issued August 
4, 1952, In the Matter of Mississippi River Fuel Corp., docket No. G—1641, the 
Commission finds: 

(1) The aforesaid motion filed on April 10, 1953 by Mississippi River Fuel 
Corp. to make the increased rates and charges and other tariff changes effective 
as of that date, pursuant to the aforesaid opinion, judgment and mandate of the 
United States Court of Appeals for the Third Circuit, should be granted as 
hereinafter ordered. 

(2) It is necessary and proper in the public interest and to aid in the enforce- 
ment of the provisions of the Natural Gas Act that the Commission enter, as 
hereinafter provided and ordered, upon a hearing pursuant to sections 4, 15 and 
16 of the Natural Gas Act concerning the lawfulness of the rates, charges, 
classifications and services, as set forth in Mississippi River Fuel Corp.’s 
F. P. C. gas tariff, original volume No. 1, as amended by original sheets Nos. 5a 
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and 25, first revised sheets Nos. 5, 14 and 15, second revised sheets Nos. 4 and 6, 
and third revised sheet No. 1, of the said tariff. 

(3) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act and in the public interest to require that Mississippi River Fuel 
Corp.: (a) refund, with interest at the rate of 6 percent per annum, to those 
entitled thereto, any portion of the increased rates or charges found by the 
Commission in this proceeding not justified; (b) bear all expense of any such 
required refunding; (c) keep accurate accounts in detail of all amounts received 
by reason of the increased rates and charges made effective on April 10, 1953, 
specifying by whom and in whose behalf all such amounts were paid; (d) report 
promptly the same to the Commission monthly for each billing period; and 
(e) furnish a corporate bond satisfactory to the Commission in the amount and 
conditioned as hereinafter ordered. 

(4) It is appropriate and in the public interest in carrying out the provisions 
of the Natural Gas Act, and good cause exists, to convene the hearing hereinafter 
ordered and, immediately after appearances of the parties have been entered. to 
recess said hearing from day to day pending conclusion of the conference provided 
for by the order concurrently entered herein, and to reconvene the hearing at 
the conclusion of the conference, as hereinafter ordered. 

The Commission orders: 

(A) Pursuant to the aforesaid opinion, judgment and mandate of the United 
States Court of Appeals for the Third Circuit in Mississippi River Fuel Corp. v. 
Federal Power Commission, No. 10,868, 202 F. 2d 899 original sheets Nos. 5a and 
25, first revised sheets Nos. 5, 14 and 15, second revised sheets Nos. 4 and 6, and 
third revised sheet No. 1, of Mississippi River Fuel Corp.’s F. P. C. gas tariff, 
original volume No. 1, be and the same are hereby made effective as of April 10, 
1953, subject to the terms and conditions of this order. 

(B) Pursuant to sections 4, 15 and 16 of the Natural Gas Act, the aforesaid 
opinion, judgment and mandate of the United States Court of Appeals for the 
Third Circuit in Mississippi River Fuel Corp. v. Federal Power Commission, No. 
10,868, 202 F. 2d 899, and the Commission’s general rules and regulations including 
rules of practice and procedure (18 C, F. R., Chapter I), a public hearing be held 
on May 14, 1953, at 10 a. m. (e. d. s. t.) in the hearing room of the Federal Power 
Commission, 1800 Pennsylvania Avenue NW., Washington, D. C., concerning the 
lawfulness of the rates, charges, classifications and services, subject to the juris- 
diction of the Commission, as set forth in Mississippi River Fuel Corp.’s F. P. C. 
gas tariff, original volume No. 1, as amended by original sheets Nos. 5a and 25, 
first revised sheets Nos. 5, 14 and 15, second revised sheets Nos. 4 and 6, and third 
revised sheet No. 1, of the said traiff. 

(C) The hearing provided for by paragraph (B) hereof shall, as soon as the 
same has been convened and appearances of parties entered, be recessed from 
day to day until the conclusion of the conference provided for by the Commission’s 
order entered concurrently herewith in this proceeding; whereupon, the hearing 
shall be reconvened to receive in the record the results of such conference: and, 
if such results include a proposed settlement of the issues in this proceeding, to 
which all parties hereto, including Commission staff counsel, express agreement 
or interpose no objection, then the hearing record thus made shall be forthwith 
certified to the Commission for appropriate action on the proposed settlement; 
and if, in the alternative, the conference results in no proposed settlement being 
reached, then the hearing herein shall be forthwith recessed subject to further 
order of the Commission. 

(D) Mississippi River Fuel Corporation shall: (1) refund, to those entitled 

thereto, any portion of the increased rates and charges made effective as of April 
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10, 1953, found by the Commission in this proceeding not justified, with interest 
at the rate of 6 percent per annum from the date of payment to Mississippi River 
Fuel Corp. until refunded; (2) bear all costs of any such refunding; (3) keep 
accurate accounts in detail of all amounts received by reason of the increased 
rates and charges for each billing period, specifying by whom and in whose behalf 
such amounts were paid; (4) submit to the Commission monthly reports (5 
copies), in writing and under oath, showing for each billing period the names 
of the purchasers, the maximum demands, billing demands, volumes delivered, 
and other billing determinants, of natural gas sales to each of such purchasers 
and the revenues resulting therefrom, as computed under the rates in effect prior 
to April 10, 1953, and under the rates allowed by this order to become effective 
under bond, together with the differences in the revenues so computed; and (5) 
within 60 days from the date of the issuance of this order, unless otherwise 
ordered, execute and file with the Secretary of the Commission a corporate bond, 
satisfactory to the Commission, in the amount and conditioned as set out in para- 
graph (E) hereof. 

(E) The said corporate bond of Mississippi River Fuel Corp., its surety and 
its successors and assigns, jointly and severally, shall be held and firmly bound 
unto the Federal Power Commission for the use and benefit of those entitled 
thereto, in the sum of $650,000; and said bond shall contain the following 
provisions: 

The condition of this obligation is such that: 

WHEREAS, Mississippi River Fuel Corp. (herein called “Mississippi’) on 
April 30, 1952 tendered for filing with the Federal Power Commission (herein 
called “the Commission’) its original sheets Nos. 5a and 25, first revised sheets 
Nos. 5, 14 and 15, second revised sheets Nos. 4 and 6, and third revised sheet No. 
1, of its F. P. C. gas tariff, original volume No. 1, inter alia, increasing the effec- 
tive rates and charges, subject to the jurisdiction of the Commission, to Missis- 
sippi’s interstate wholesale customers as shown by the said tariff sheets; and 

WHEREAS, by order issued May 29, 1952, the Commission rejected Missis- 
sippi’s aforesaid proposed tariff sheets. Upon review pursuant to section 19 of 
the Natural Gas Act, upon petition of Mississippi, the United States Court of 
Appeals for the Third Circuit issued on February 9, 1953, its opinion, judgment 
and mandate in Mississippi River Fuel Corp. v. Federal Power Commission, No. 
10,868, 202 F. 2d 899, vacating the Commission's order of May 29, 1952, and re- 
manding the cause to the Commission for further proceedings consistent with 
the authorization and direction of the Court’s opinion ; and 

WHEREAS, Mississippi on April 10, 1953, pursuant to the aforesaid opinion, 
judgment and mandate of the United States Court of Appeals for the Third 
Circuit, resubmitted to the Commission the aforesaid original sheets Nos. 5a 
and 25, first revised sheets Nos. 5, 14 and 15, second revised sheets Nos. 4 and 
6, the third revised sheet No. 1, of the aforesaid F. P. C. gas tariff, original 
volume No. 1, and at the same time filed with the Commission a motion to put 
into immediate effect the increased rates and charges and other tariff changes 
contained in the aforesaid tariff sheets ; and 

WHEREAS, the Commission in response to the aforesaid resubmittal of, and 
motion to make effective, said tariff sheets, on April 23, 1953 adopted its order: 
(1) providing that the Commission enter, as therein provided, upon a hearing 
pursuant to, inter alia, section 4 of the Natural Gas Act concerning the lawfil- 
ness of the rates, charges, classifications and services, subject to the jurisdiction 
of the Commission, as set forth in Mississippi’s aforesaid tariff as amended by 
the aforesaid tariff sheets; (2) making the aforesaid tariff sheets effective as of 
April 10, 1953, subject to Mississippi’s furnishing a bond in the sum of $650,000, 
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satisfactory to the Commission; and (3) requiring that Mississippi refund any 
portion of the increased rates and charges made effective as of April 10, 1953 
found by the Commission in docket No. G—2153 not justified ; and 

WHEREAS, a hearing has not been held and the proceeding has not been 
concluded, and Mississippi, pursuant to the provisions of section 4 (e) of the 
Natural Gas Act and the aforesaid opinion, judgment and mandate of the United 
States Court of Appeals for the Third Circuit, having on April 10, 1953 resub- 
mitted the aforesaid tariff sheets to the Commission and filed a motion to make 
the changes in the said tariff sheets effective as of April 10, 1953: 

NOW, THEREFORE, if Mississippi shall, in conformity with the terms and 
conditions of the order adopted April 23, 1953, by the Federal Power Com- 
mission in docket No. G—2153, well and truly repay at such times and in 
such amounts to the persons entitled thereto, and in such manner as may 
be required by the final order of the Commission in said proceeding, subject 
to court review thereof, any portion of such rates and charges collected 
by Mississippi after April 10, 1953, as such final order may find not justified, 
together with interest thereon at the rate of 6 percent per annum from the 
date of payment thereof to Mississippi until refunded, and shall otherwise 
comply with the provisions of the Natural Gas Act relating thereto, then 
this obligation shall be void, otherwise to remain in full force and effect. 

(F) Upon execution by Mississippi of such bond and upon approval of such 
bond, evidenced by letter addressed to Mississippi by the Secretary of the Com- 
mission, the rates, charges, classifications and services set forth in the aforesaid 
original sheets Nos. 5a and 25, first revised sheets Nos. 5, 14 and 15, second 
revised sheets Nos. 4 and 6, and third revised sheet No. 1, of its F. P. C. gas 
tariff, original volume No. 1, shall be effective as of April 10, 1953, subject to 
further orders of the Commission in this proceeding. 

(G) Petitions to intervene may be filed with the Commission in accordance 
with its rules of practice and procedure (18 C. F. R. 1.8) on or before May 
6, 1953. 

(H) Interested State commissions may participate as provided by sections 
1.8 and 1.37 (f) of the Commission’s rules of practice and procedure (18 C. F. R. 
1.8 and 1.37 (f)), notices of intervention by such commissions to be filed on or 
before May 6, 1953. 


Order amending findings and order issuing a certificate of public convenience 
and necessity 


The Ohio Fuel Gas Co. 
Docket No. G—1594 


April 24, 1953 


On January 29, 1953, The Ohio Fuel Gas Co. (applicant) filed a motion to amend 
a certificate of public convenience and necessity granted by order of the Commis- 
sion issued May 31, 1951, in this proceeding. 

By the aforesaid order issued on May 31, 1951, applicant was authorized to 
construct and operate certain natural-gas transmission pipeline facilities, all 
as more fully described in the application filed on January 23, 1951, including 
three additional gas engine-compressor units totalling 3,300 horsepower at its 
existing Pavonia compressor station in Richland County, Ohio. The additional 
units would make available a total of 5,600 horsepower for storage service at the 
Pavonia station. 
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On December 15, 1952, applicant reported to the Commission that construction 
of authorized facilities at its Pavonia station had been completed, but that two 
1,500-horsepower units were substituted for the three 1,100-horsepower units 
authorized. 

Subsequently, applicant filed the instant motion requesting that paragraph (3) 
of the aforesaid order issued on May 31, 1951, be modified to read as follows: 


(3) Two additional gas engine-compreSsor units totalling 3,000-horsepower 
at its Pavonia compressor station in Richland County. The additional units 
will make available a total of 5,300-horsepower for storage service at this 
station. 


Applicant represents that the reason for its departure from the authorization 
granted, without first having obtained an amendment or modification of the certifi- 
cate order, was that since the application covered a program to be completed over 
a two-year period, details of all construction had not been finalized; that although 
the total horsepower is slightly less than originally contemplated, it is sufficient 
to meet the objectives set forth and appreciably more economical; and that its 
decision to make the change was influenced by the fact that 1,500-horsepower units 
were being purchased for another station and the uniformity of equipment would 
result in economy of construction and maintenance. Applicant further represents 
that there are no changes in the fundamental data with respect to the storage 
reservoirs or the proposed manner of activating and developing the reservoirs 
for underground storage service. Revised estimated cost of construction for the 
Pavonia station submitted with the motion shows a reduction from an originally 
estimated $741,100 to $604,500, a saving of $136,600. 

The Commission finds: 

It is appropriate in the circumstances and in the public interest that the order 
issued herein on May 31, 1951, granting a certificate of public convenience and 
necessity to The Ohio Fuel Gas Co. be modified as hereinafter ordered. 

The Commission orders: 

(A) Paragraph (3) on page 1 of the order issued herein on May 31, 1951, be 
and it is hereby modified to read as follows: 

Two additional gas engine-compressor units totalling 3,000-horsepower at its 
Pavonia compressor station in Richland County. The additional units will make 
available a total of 5,300-horsepower for storage service at this station. 

(B) Except as herein modified, the findings, provisions and conditions of the 
aforesaid order of the Commission issued on May 31, 1951, in this proceeding shall 
remain in full force and effect, and, except upon amendment or modification of 
the order first applied for and obtained, no departure therefrom shall be made by 
applicant. 


Order authorizing issuance of common stock 
Montana-Dakota Utilities Co. 
Docket No. E-6485 
April 24, 1953 


Montana-Dakota Utilities Co. (applicant), incorporated under the laws of the 
State of Delaware, qualified and authorized to do business as a foreign corpo- 
ration in the States of Minnesota, Montana, North Dakota, South Dakota and 
Wyoming, having its principal business office in Minneapolis, Minn., filed its ap- 
plication on March 16, 1953, and amendments thereto April 15, and April 20, 
1953, pursuant to section 204 of the Federal Power Act, requesting authorization 
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for the issuance and sale of 293,108 shares of common stock (par value $5 per 
share). 

Applicant proposes to offer such shares for subscription by its present stock- 
holders pro rata on the basis of one such share for each five shares now held, at 
a subscription price approximately 10 percent below the mean market price at 
which applicant’s common shares were traded on the day preceding the offer- 
ing. Applicant also proposes to enter into an underwriting agreement with Blyth 
& Co., Inc., and Merrill Lynch, Pierce, Fenner and Beane for the purchase of all 
unsubscribed shares at the subscription price. Said agreement contemplates a 
minimum underwriting fee of 14% percent and a maximum of 2% percent of the 
subscription price on the entire 293,108 shares and contains a further provision 
that if, within three days after the expiration of the subscription period, any un- 
subscribed shares are sold at a price in excess of more than $1 per share above 
the subscription price, the underwriters will pay to applicant an amount equal to 
75 percent of such excess. 

On March 31, 1953, the Commission, pursuant to section 34.2 (k) (2) (ii) of 
its general rules and regulations, granted the applicant’s request for authoriza- 
tion to enter into negotiations for the underwriting of the common stock. 

The applicant requests that the proposed issuance and sale of common stock be 
exempted from the competitive bidding requirements of sections 34.la (b) and 
(c) of the rules upon findings as referred to in section 34.1la (a) (4). 

Applicant proposes to apply the proceeds from the sale of the common stock 
to (1) retire $5,250,000 short-term notes issued to provide temporary financing of 
utility facilities, and (2) finance, in part, its 1953 construction program. 

Written notice of the application has been given to the Public Service Com- 
mission of North Dakota, the Public Service Commission of Wyoming, the Public 
Utilities Commission of South Dakota, the Board of Railroad Commissioners of 
Montana, the Railroad and Warehouse Commission of Minnesota, and to the Gov- 
ernor of each of those States. Notice of the application was also published in 
the Federal Register on April 9, 1953, (18 F. R. 2009), stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before April 21, 1953. No protest or petition 
or request to be heard in opposition to the granting of such application has been 
received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act, subject to the jurisdiction of the Commisssion as 
heretofore described and set out in the Commission’s order entered March 11, 
1947, In the Matter of Montana-Dakota Utilities Co., docket No. IT-6029. 

(2) The proposed issuance and sale of 293,108 shares of common stock, par 
value $5.00 per share, will constitute an issuance of securities within the purview 
of section 204 of the Act. 

(3) The applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of section 204 (f) of the act, and the proposed issuance of securities, therefore, 
is not exempt by virtue of that section from the requirements of section 204 of 
the act. 

(4) There is no affiliation, direct or indirect, through directors, officers or stock- 
holders or through ownership of securities or otherwise between the applicant 
and Blyth & Co., Inc. or Merrill Lynch, Pierce, Fenner and Beane. 

(5) Under the circumstances of the case, sufficient cause has been shown for 
exempting the proposed issuance of common stock from the competitive bidding 
requirements of sections 34.1la (b) and (c) of the Commission’s rules. 
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(6) The proposed issuance of securities as hereinafter authorized will be for 
lawful objects, within the corporate purposes of the applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance by the applicant of service as a public utility and which will not 
impair its ability to perform that service, and is reasonably appropriate for such 
purposes. 

(7) The public notice given the aforesaid application is reasonable. 

The Commission orders: 

(A) The proposed issuance and sale of common stock, referred to above, upon 
the terms and conditions and for the purposes specified in the application, be and 
the same hereby are authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale of the 293,108 shares of common stock, 
referred to above, shall not be consummated until : 

(i) Applicant shall have amended its application by filing with the Commission 
a verified copy of the underwriting agreement as executed. 

(ii) The Commission shall have approved the price to be received by the ap- 
plicant per share of stock and the fees to be paid to the underwriters. 

(C) The proposed issuance and sale of common stock, referred to above, hereby 
are exempted from the competitive bidding requirements of sections 34.1a (b) and 
(c) of the Commission’s rules. 

(D) This authorization shall expire unless the transaction authorized is con- 
summated within 60 days from the date of this order. 

(E) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
which may come before this Commission or any other regulatory body, and nothing 
in this order shall be construed as an acquiescence by-this Commission in any esti- 
mate or determination of cost or any valuation of property claimed or asserted. 

(F) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 

Chairman Buchanan and Commissioner Doty not participating. 


Order determining actual legitimate original cost of initial project, net changes 
therein, and prescribing accounting therefor 


Grand River Dam Authority 
Project No. 1494 
April 27, 1953 


Pursuant to the provision of the license for this project effective as of January 
1, 1939, licensee, on October 3, 1945, filed its statement of claimed actual legitimate 
original cost of the initial project as of November 20, 1941, showing a gross 
amount of $21,387,210.08. This statement did not show the deduction of the 
amount of $8,933,000, representing the federal grant to the licensee for project 
construction recorded in its accounts as of that date. That date, November 20, 
1941, was the last day of licensee’s possession of the project before it was taken 
over, pursuant to Executive order 8944 of November 19, 1941, by Southwestern 
Power Administration, United States Department of the Interior, which controlled 
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and operated the project for nearly five years, returning the same to the licensee 
on September 1, 1946. 

For the period from November 21, 1941, to December 31, 1949, inclusive, the 
licensee in its annual reports, F. P. C. form No. 1, showed a net increase in plant 
investment of $4,166,371.61. This increase consisted of net additions to the plant 
accounts of $6,049,518.30, plus recorded costs of $320,953.14 for certain work 
orders completed prior to December 31, 1949, but not closed to plant in service until 
the following year, less additional contributions in aid of construction in the 
amount of $2,204,099.83 recorded in its accounts, representing the federal grant 
received during the period in question. 

The Commission’s staff made field examinations of the project and licensee’s 
records and data with respect to the cost claimed for the initial project, as of 
November 20, 1941, and that shown by the annual reports and other records for the 
period from November 21, 1941 to December 31, 1949, inclusive. Following the 
field examinations, conferences between licensee’s representatives and the staff 
resulted in tentative agreement, subject to the Commission’s approval, with respect 
to the elimination from the claimed actual legitimate original cost of the initial 
project, as of November 20, 1941, of $8,933,000,’ representing the federal grant for 
the project construction, and elimination from the claimed cost of a net total 
of $703,394.35, representing the following : 














Description Amount 
Eliminations 
| 
Arbitrary I i os edie eei gl ebamain edie sitetes $(2, 313. 69) 
Work in progress at EE Cini 4 cntecheinncncmiaek oan nmeteh’ cthaniwele scald eiGmun uel (35, 788. 16) 
I I i ini inns don insdennkmndnnseets ectiaiesensmtsenndeenqu sheen | (1, 582. 80) 
Audited vouchers and outstanding checks canceled as of November 20, 1941__.__--- (14, 962. 60) 
Deductions from construction contracts granted by contractors but not credited by licensee 
SE OI ad cantndncnnnbsnbswineeddgechta dopawesarctnatneekenenminsenunanse --| (49, 215.37) 

Expenses not related to the project cc tiasnn dats tation (877. 24) 
Insurance premiums applicable to post construction ee (1, 890. 80) 
Engineering fees on surplus materials.............-- Seca | (336. 32) 
River flow measurements. ED RR PR Bik Seeks (729. 80) 
Miscellaneous engineering expenses. . nigaaeicae einen (2, 765. 28) 
Damage payments for temporary transmission line- ; atuserdvssuasmaaenl (220. 00) 
Engineering fees on non-construction items............--.------------------------------ | (2, 560. 00) 
Interest during construction ___- conscniiies sedis (505, 607. 03) 


Adjustment of claimed overheads. - -- Cee aS eS yise6wpnunedteeundanecséue deans 





Bond expenses...........---- phew cachenniesbaanian omnia naan | (20, 244. 16) 
(740, 537. 10) 

Additions 
Net earnings from project encom dsdcddaceeecesssnesesesseqesenseseuupeuscoeseconeeseoeda | 21, 274.75 
HN Ro iaiiedndiungevcacstanndeuncesenecnsnsentbbebavsendnadsinsseenGinentannd | 15, 868. 00 
I iscsi iniis scissile tina edn dea tanitbanhcepenicedipatinhiil | (703, 394. 35) 


Similar agreement was also reached with respect to the elimination of a net 
total of $1,770,236.76 from the recorded cost of the changes in the project during 
the period from November 21, 1941, to December 31, 1949, inclusive, representing 
the following: 


1For the reasons set forth in our orders issued March 7, 1951, In the Matters of Loup 
River Public Power District, project No. 1256, The Central Nebraska Public Power € Irri- 
gation District, project No. 1417, Brazos River Conservation ¢ Reclamation Diatrict, proj- 
ect No. 1490, and Platte Valley Public Power ¢ Irrigation District, project No. 1835, we 
are of the opinion that the federal grant is not part of the project cost. The grant in 
the total amount of $11,137,099.83 was comprised of the $8,933,000 received prior to 
November 20, 1841, and the $2,204,099.83 recorded as contribution for the period Novem- 
ber 21, 1941 to December 31, 1949 (10 F. P. C. 789). 
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Description Amount 
Eliminations 

I iii inizinntsttitaliiinviiintnécatbnnaiiniaidbncmaieidetee ss $(87, 164. 70) 
Clearing land above project boundary -_- (1, 828. 42) 
Interest applicable to post-construction period (107, 526. 44 
Charges for general auditor and staff_....................- 4, 435. 82, 
Maintenance and operation expemses-.-.....................-.-. : (82, 896. 77 
i i cal tea etl vinhiadiie (5, 998. 37) 
Interest expense included in land and rights-of-way applicable to operations_- ee sasatetincealian (6, 133. 19) 
eS ee ee I Gitta ccntscntndcccdcncndcuhescnsaccctstansaneenes (3, 050. 24) 
Other miscellaneous items........................... te ai ae a (1, 318. 08 
Unrecorded retirements..............-.............. SNE IO RT RE (168, 522. 83 
Transfer of general anne to nonproject Saree ebsbiinsediibababniitatins (18, 359. 26, 
POE Et kdcaccdenensatetécmnatsdianitcnnsabassabadicaniasanedanl (1, 292, 325. 14) 
Additions (1, 779, 559. 26) 
Reclassification of donated lands_..... ee tied 131. 50 
Credits for sale of nonproject lands. ._.......- 9, 191. 00 
I i nahadin sce naiectsinteecctidh tn iechovsis puchipasiintons taiesiceadetcceenainiea tee eamiabiaaeinamd eae (1, 770, 236. 76) 


On September 22, 1952, the licensee filed revised statements, which reflect the 
foregoing adjustments, in the aggregate amounts of $11,750,815.73, as of Novem- 
ber 20, 1941, and $14,146,950.58, as of December 31, 1949. 

The major portion of the lands for this project was acquired by the licensee 
from Grand Hydro, a private corporation, under condemnation proceedings by 
the payment into court of the awards of the commissioners in condemnation in 
the amounts of $281,802.74 and $32,972.39 involving Mayes and Delaware Coun- 
ties, respectively, in 1940 and $650,000.00 paid in 1949 for Grand Hydro stock, or 
a total of $964,775.13. Of this total, the sum of $107,526.44 is considered to rep- 
resent interest applicable to the post-construction period and is, therefore, in- 
cluded among the eliminations from claimed cost for the period from November 
21, 1941, to December 31, 1949. The balance of $857,248.69 is being allowed for 
reasons which are discussed hereinafter. 

On February 17, 1939, before it had received a license from this Commission, 
the Grand River Dam Authority instituted condemnation proceedings in the Dis- 
trict Court of Mayes County, Okla., to acquire 1,462.48 acres of land, of which 362 
acres were used as the dam site, 55 as a site for auxiliary spillways and the re- 
mainder for reservoir purposes. The owner was Grand Hydro, a private cor- 
poration organized in 1929 under the laws of Oklahoma for the purpose of de- 
veloping and selling water and hydroelectric energy for irrigation from the Grand 
River in Oklahoma.? The petition made no reference to the Federal Power Act 
or to rights claimed thereunder. At that time no license had been issued by the 
Commission, although application for license was then pending. The claim of 
right to acquire the land by condemnation was based entirely on provisions, con- 
ferring the right of condemnation, in the Oklahoma statute which created the 
Grand River Dam Authority in 1935 (Okla. Sess. Laws, 1935, Art. IV, Ch. 70). 
Thereafter, on July 26, 1939, this Commission issued a license to the Authority and 
made the finding which gave the licensee the power of eminent domain (see sec- 
tions 4 (e) and 21 of the Federal Power Act). But the Authority did not by 
amendment of its pleadings, or otherwise, base its claim of right of condemnation 
upon section 21 of the Federal Power Act. 


2The Authority, by permission granted by Grand Hydro in July 1938, took possession 
of the land for construction purposes subject to the proviso that such permission should 
in no way affect the later determination of the compensation to be paid for such lands. 
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Similar proceedings were initiated in the District Court of Delaware County 
to condemn the land located in that county. 

The commissioners’ awards in the condemnation proceedings were $281,802.74, 
and $32,972.39, respectively, which amounts were paid into the courts by the 
licensee as of January 19, 1940. Both the licensee and Grand Hydro objected to 
the commissioners’ awards and a jury trial in the Mayes County proceeding was 
had on November 14, 1940, which resulted in a verdict of $136,250. On appeal 
by Grand Hydro, the judgment was reversed by the Supreme Court of Oklahoma 
and a new trial was ordered on the ground that the trial judge had erred in ex- 
cluding evidence of the value of the lands as a site for a power project. Grand 
Hydro v. Grand River Dam Authority, 139 P. 2d 798. At the second trial, which 
took place in April 1945, testimony was received in evidence, over objection of 
the licensee, with respect to the value of the lands for power site purposes, the 
appraisals ranging from $750,000 to $1,000,000. A verdict of $800,000 resulted, 
or $518,197.26 in excess of the $281,802.74 already paid into the Court, plus in- 
terest at six percent per annum on the $518,197.26 from January 19, 1940° (ap- 
proximately $290,000 as of May 13, 1949, the date the judgment was actually sat- 
isfied). On appeal by the licensee, the Oklahoma Supreme Court affirmed the 
judgment. Grand River Dam Authority v. Grand Hydro, 201 P. 2d 225. The Su- 
preme Court of the United States granted certiorari (333 U. S. 852) and on No- 
vember 22, 1948, affirmed the judgment of the Oklahoma Supreme Court. Grand 
River Dam Authority v. Grand Hydro, 335 U.S. 359. 

In the Supreme Court the United States filed a brief amicus curiae urging re- 
versal of the judgment on the ground that the Oklahoma Court had erred in 
holding Grand Hydro entitled to compensation for any power site value of the 
lands taken. 

In affirming the Oklahoma judgment, the Supreme Court denied that conten- 
tion (335 U.S. at p. 372, 374-375) : 


* * * [T]he Federal Power Act cannot be said to have so far affected the 
use of this land for a power site as to destroy or otherwise render valueless 
the owner’s right to use it for that purpose. That act merely has attached 
conditions to the use of the land for a power site. The act seeks to en- 
courage rather than to prohibit the development of power sites. It seeks to 
preserve or enhance, not to destroy, their value as such. 

* * * It may be that, at some later date when the petitioner, as a federal 
licensee, shall be ready to sell power, the Commission or other appropriate 
body will then give consideration to the value to be allowed for this land in 
the petitioner’s rate base. There is, however, nothing in the Federal Power 
Act that purports to prescribe the price which a purchaser of land may pay 
voluntarily and in good faith for land which it later incorporates into a 
project. There also is nothing in the act which prescribes that the seller, 
rather than the purchaser, or that the condemnee, rather than the con- 
demnor, of land acquired for a project must absorb the reduction, if any, 


® During the course of the second jury trial, Grand Hydro offered to settle all matters 
in controversy for $314,775.13, which was the total of the commissioners’ awards for the 
lands in Mayes County ($281,802.74 paid into court by the Authority on January 19, 
1940) and $32,972.39 for Delaware County lands. The Authority requested concurrence 
in the offer by the United States Government pursuant to the loan and grant agreement 
which provided for approval by the Federal government before any monies could be paid 
to Grand Hydro and because the Southwestern Power Administration was then in posses- 
sion of the project funds. The Secretary of the Interior advised, however, that he would 
not approve the settlement proposed by Grand Hydro, and made a counter-offer which 
was refused by Grand Hydro. 
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which is to be made later in the allowance of value for that land in the 
purchaser's rate base as compared with the original price paid for it by the 
purchaser in a negotiated purchase or in a State condemnation proceeding. 
As to the question whether the Federal Power Act should be interpreted as 
actually superseding the State law of condemnation and as restricting the 
measure of valuation which lawfully may be used by the courts of Okla- 
homa in a condemnation action for the acquisition of land for power site 
purposes by an agency of that State, there is nothing in the Federal Power 
Act to indicate that an attempt has been made by Congress to make such a 
nationwide change in State laws. 

There also has been a suggestion made of the possible materiality in this 
case of those provisions of the Federal Power Act which relate to the price to 
be paid by the United States in the event that it takes over the project of a 
licensee upon or after the expiration of a federal license. The issues raised 
by that suggestion are comparable to those just discussed in relation to the 
rate base of a federal project, except that such a recapture of the project 
is even more remote than the determination of a rate base for the computa- 
tion of rates to be charged for its product. We accordingly express no 
opinion upon the issues which may arise when, as and if the above-men- 
tioned proceedings may be taken. 


Following that decision the licensee purchased all of the outstanding stock of 
Grand Hydro for $650,000 on May 13, 1949 and thereafter caused Grand Hydro 
to enter a satisfaction of judgment with respect to the Mayes County condemna- 
tion, and to dismiss the demand for a jury trial as to the Delaware County com- 
missioners’ award of $32,972.39. Grand Hydro transferred all of its remaining 
assets to licensee and was dissolved. 

We now have to decide whether in determining the actual legitimate original 
cost of the project the amount of $650,000 paid for Grand Hydro’s stock should 
be allowed, or whether we are not free to exclude some or all thereof under the 
reservation in the Supreme Court’s opinion quoted above with respect to later 
determination of the licensee’s rate base and the recapture price for the project. 

In view of the Supreme Court’s affirmance of the judgment and the fact that 
the licensee was thereby compelled to pay at least the amount which it did pay, 
the statute seems to us to compel allowance of the full amount of $857,248.69 
which is exclusive of interest after date of commencing operation * unless, taking 
advantage of hindsight, we are now to find that the licensee acted unreasonably 
in condemning the lands in question under its State law powers, instead of pro- 
ceeding under its Federal statutory powers. For unless we so find, the licensee 
has only paid for land* without which the project could not have been built, the 
amount which it was legally compelled to pay after exhausting all available 
legal remedies. For the statute clearly provides for our recognition of costs 
actually and reasonably incurred (sec. 14): 


Such net investment shall not include or be affected * * * by the license 
* * * or prospective revenues; nor shall the values allowed for water rights, 
* * * lands or interests in lands be in excess of the actual reasonable cost 
thereof at the time of acquisition by the licensee. (Emphasis supplied.) 


*The $857,248.69 is comprised of $281,802.74 and $32,972.39 originally paid into the 
courts plus $650,000 paid for the stock of Grand Hydro, less the amount of $107,526.44 
considered as interest accruing after November 1, 1940, the date the project was available 
for service, such post-construction interest not being allowable as a capital cost (Alabama 
Power Co. v. F. P. C., 184 F. 2d 602, 609 (C. A. 5)). 

&“This proceeding * * * does not seek to condemn or to award damages for water 
rights.” Grand River Dam Authority v. Grand Hydro, 335 U. S. 359, 367. 
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Thus it is clear that while “inflation of cost by any device’ whatsoever is 
prohibited ° whether through increases in transactions at less than arm’s length * 
or by failure to exhaust legal rights of condemnation * or by payment for “water 
rights” in navigable waters which could only be conferred by, and subject to the 
terms of, a license issued by this Commission °—while such inflation of cost is pre- 
scribed, cost reasonably incurred is to be recognized. 

Under the circumstances of this case we cannot say that the licensee’s cost 
in the amount here under consideration was not reasonably incurred. 

We do not think licensee’s judgment can be criticized for beginning the con- 
demnation proceedings under State law before it received a license; nor can we 
say that licensee exercised bad judgment when it did not amend its pleading 
so as to claim a right of condemnation under the Federal Power Act after 
receiving the license. For licensee then had no reason to believe that the 
result would be any different under State law than under Federal law. There 
is confirmation of this in both the fact that the first verdict and judgment 
under State law actually excluded power site value and the fact that the final 
decision of the Supreme Court of Oklahoma for the larger amount was by a 
divided court. There can be no doubt from the facts in this case that licensee 
acted in good faith and exhausted all of its legal remedies in its efforts to 
reduce the amount of the compensation award. 

Furthermore, it is to be borne in mind that we are here dealing with a 
license issued upon the basis of a finding that the project would affect the 
interests of interstate commerce and not on a finding that the Grand River 
in the general section of that river in which the project is located, is a 
navigable water of the United States. We think this may be a significant 
factor in view of the Supreme Court’s refusal (see e. g., United States v. Willow 
River Power Co., 324 U. S. 499, 507) to overrule United States v. Cress, 243 U.S. 
316, which refused to apply to water power rights in non-navigable waters the 
rule that the Federal Government may, by virtue of its authority over navi- 
gation, take such rights in navigable waters without compensation. 

The Commission finds: 

(1) The licensee by its tentative agreement with members of the staff and its 
filing on September 22, 1952 of a revised statement of claimed costs as of Novem- 
ber 20, 1941 and December 31, 1949 reflecting adjustments proposed by the 
staff, including the elimination of the Federal grants in aid of construction, has 
waived the necessity for further notice as provided by sections 4.4 and 4.5 
of the Commission’s general rules and regulations. 

(2) The adjustments set forth in the agreement are reasonable and proper. 

(3) The actual legitimate original cost of project No. 1494, as of November 20, 
1941, is $11,750,815.73 and the net increase in such project for the period from 
November 21, 1914 to December 31, 1949, inclusive, is $2,396,134.85, resulting in 
an aggregate project cost as of December 31, 1949, in the amount of $14,146,950.58. 

(4) It is reasonable and appropriate for purposes of the Federal Power Act 
that licensee dispose of the above referred to net amounts of $703,394.35 and 
$1,770,236.76, covering erroneous charges which did not represent actual legiti- 
mate original cost of the project eliminated from the project plant accounts as 
of November 20, 1941 and December 31, 1949, respectively, as hereinafter ordered. 


* Alabama Power Co. v. McNinch, 94 F. 2d 601, 618 (C. A. D. C.). 

' Niagara Falls Power Co. v. F. P. C., 137 F. 2d 787, 793 (C. A. 2). 

8 Alabama Power Co. Vv. F. P. C., 136 F. 2d 929, 931 (C. A. 5). 

®*TheNiagara Falls Power Co., 6 F. P. C. 184, 186-187; Niagara Falls Power Co., 9 
F. P. C., 228, 251-254, set aside 202 F. 2d 190 (C. A. D. C.), 347 U. S. 239. 
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The Commission orders: 

(A) The agreement and the adjustments therein provided for be and they 
hereby are approved. 

(B) The licensee dispose of the amounts comprising the staff adjustments of 
$703,394.35 and $1,770,236.76, so far as such amounts are recorded in its accounts, 
by the transfer of the constituent amounts thereof to the accounts in the manner 
and to the extent shown in appendix A under the caption accounting disposition 
of staff adjustments. 

(C) The licensee establish and maintain in its control and detail project plant 
accounts a total debit balance of $20,683,815.73 as of November 20, 1941, net 
additions of $4,600,234.68 for the period from November 21, 1941 to December 31, 
1949, and a total debit balance of $25,284,050.41 as of December 31, 1949, classified 
as set forth in appendix A hereto. 

(D) The licensee establish and maintain in account 265.2, contributions in aid 
of construction—Federal, a total credit balance of $8,933,000.00 as of November 
20, 1941, total credits of $2,204,099.83 during the period from November 21, 1941, 
to December 31, 1949, and a total credit balance of $11,137,099.83 as of Decem- 
ber 31, 1949. 

(E) The licensee, within 30 days after the date of this order, file F. P. C. 
form No. 7 showing compliance therewith. 
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Findings and order issuing in part and denying in part a certificate of public 
convenience and necessity 


Arkansas Louisiana Gas Co. 
Docket No. G-—1979 
April 29, 1953* 


On June 23, 1952, Arkansas Louisiana Gas Co. (Arkansas Louisiana) filed an 
application, as supplemented on September 5 and October 6, 1952, for (1) a 
certificate of public convenience and necessity authorizing the construction and 
operation of certain natural-gas facilities, and (2) for an order permitting the 
abandonment of certain facilities, pursuant to section 7 of the Natural Gas Act, 
described as follows: 

Construct and operate: 

(a) Approximately 6 miles of 12%-inch O. D. loop lateral line parallel to 
existing line LM 2 extending from a point on applicant’s system at Perla, Ark., 
to the Lake Catherine electric generating station of Arkansas Power & Light 
Co., and necessary meter and scrubber facilities. 

(b) New 7,500 horsepower compressor station (identified as Beirne com- 
pressor station) to be located in Clark County, Ark., approximately 2.5 miles 
southeast of Gurdon, Ark. 

Abandon and remove: 

(c) Existing scrubber facilities at the Lake Catherine plant of Arkansas 
Power & Light Co. 

On November 10, 1952, the Commission granted applicant temporary authori- 
zation to construct and operate the new 7,500 horsepower Beirne compressor 
station in Clark County, Ark. 

Pursuant to Commission order of January 15, 1953, and after due notice 
including publication in the Federal Register on January 22, 1953 (18 F. R. 
480), a public hearing was held commencing March 2, 1953 respecting the 
matters involved and the issues presented by the application, as supplemented. 

At the conclusion of the hearing, applicant with concurrence of staff counsel 
moved for the omission of the intermediate decision procedure. 

Applicant proposes the construction and operation of the natural-gas facilities 
described for the purpose of providing adequate system capacity to meet addi- 
tional natural-gas requirements including that of Arkansas Power & Light Co. 
resulting from the installation by that company of an additional electric generat- 
ing unit capable of generating 105,000 kilowatts of electricity at its Lake 
Catherine steam electric generating station. Arkansas Power & Light Co. has 
entered into a contract with applicant for a natural-gas supply in the amount of 
38,000 M. c. f. daily for the operation of the new unit, which contract amends a 
previously executed contract dated June 12, 1950. The contract requirements of 
38,000 M. c. f. daily was reduced on the record to 30,000 M. c. f. daily. At the 
present time, applicant’s existing line LM 2 is being utilized to supply 47,000 
M. c. f. daily to presently existing facilities of Reynolds Metals Co. and Arkansas 
Power & Light Co. With the proposed facilities installed and in operation the ca- 
pacity of line LM 2 will be 85,000 M. c. f. daily, with pressures of 280 pounds per 
square inch gauge at Perla regulating station and 170 pounds per square inch 
gauge at the Lake Catherine plant. The proposed daily capacity would be uti- 
lized as follows: 25,000 M. c. f. to the Jones Mill plant of Reynolds Metals Co., 


*Rehearing denied by order issued May 27, 1953. 
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30,000 M. c. f. for an existing and operating unit of the Lake Catherine plant, and 
the additional 30,000 M. c. f. for the new electric generating unit at Lake 
Catherine. 

Applicant also proposes to replace certain gas scrubbers at the Lake Catherine 
plant of Arkansas Power & Light Co., with like facilities of greater capacity. 
This replacement appears to be dependent upon issuance of the authorization 
sought to increase the supply available to the Lake Catherine generating plant. 
The facilities are “auxiliary installations” within the meaning of section 2.55 (a) 
of the Commission’s rules and regulations and no authorization for such installa- 
tion is required. 

Applicant’s operations for 1952 consisted of the transportation and sale of ap- 
proximately 190,000,000 M. c. f. of natural gas on an annual basis, of 780,000 
M. c. f. on a peak day (January 16, 1953), and of 520,000 M. c. f. on an average day, 
resulting in gross operating revenues of $32,269,050.90, and a net income after 
taxes of $4,114,748.58. On the basis of an estimate of an additional 10,400,000 
M. c. f. of natural gas to be sold to Arkansas Power & Light Co., annually, the esti- 
mated additional gross annual revenue to applicant is $1,167,110.00. Additional 
expenses exclusive of cost of gas and Federal income taxes are estimated to be 
approximately $270,000 per year. 

The estimated cost of constructing 6 miles of 12%-inch loop lateral line to 
serve the Lake Catherine area is $205,646, and will be met in part by the payment 
of a $150,000 connection charge by Arkansas Power & Light Co. to applicant. 
This charge may be recouped by Arkansas Power & Light Co. under the provisions 
of the purchase contract, which provides for a refund to Arkansas of one cent per 
M. c. f. over a 5-year period for all gas delivered in excess of deliveries during a 
defined “base year” which would be the 12 months immediately preceding the date 
the loop line was placed in service. The estimated cost of the new 7,500 horse- 
power Beirne compressor station is $1,900,000. Applicant will provide all cash 
requirements for the proposed construction from current cash. 

The record shows that the new 7,500 horsepower Beirne compressor station, 
for which temporary authorization was issued by the Commission on November 
10, 1952, is designed to increase the capacity of applicant’s system by 40,000 
M. c.f. per day. The Beirne station will also increase the pressure at applicant’s 
main Perla regulating station from 385 pounds per square inch guage to 585 
pounds per square inch guage, thus providing more favorable operating conditions 
on applicant’s system beyond the Perla regulating station. 

Annual and maximum daily requirements of applicant’s integrated system, ex- 
clusive of the gas transported for the account of United Gas Pipe Line Co., are 
shown in appendix A hereto through 1956. Estimated peak-day requirements for 
1956-1957 are shown to be 909,700 M. c. f. 

The gas supply available to applicant may be divided into two classifications, 
pipeline purchases, and that obtained from owned and controlled producing, and 
proven acreage. Applicant contemplates meeting the above requirements as 
follows: 


Annual M. c. f. source 1953 1954 1955 1956 
Pipeline purchases 14, 347,000 =14,822,000 | 11,354, 000 13, 179, 000 
Owned and controlled reserves 179, 895, 000 192.917.0000 198, 043, 000 199, 102, 000 
Deficiency - -. 1, 533, 750 1, 784, 700 3, 279, 700 
Totai.... 194, 242,000 209,272,750 211,181,700 215, 561, 700 


1 Includes exchange gas for 1953. 
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Peak day M. c. f. source | 1953-54 | 1954-55 | 1955-56 | 1956-57 


ene enn omen 
NN i ici aes nth ns secs om interposed 77, 305 66, 315 66, 320 66, 330 
Owned and controlled reserves... .......-...-.-----.--- 715, 385 | 720, 970 707, 060 | 694, 340 
awit eh ecnseBencaihiandndiensinzeaetabnts 56, 405 80, 480 104, 230 | 149, 030 
DD ib insttdedeieres cael 849,095 | 867, 765 | 877,610 | 09,7 











3 Includes exchange gas for 1953. 


The deficiency shown for various years in the above tabulation is a balancing 
figure. That tabulation clearly shows the applicant must increase its gas supply, 
if it is to meet customer requirements or produce increased volume from presently 
available sources and thus reduce the period of years during which it will be 
able to meet its full market requirements. 

Natural gas reserves as of January 1, 1952, available to applicant, consist of 
owned and controlled producing and proven acreage, in areas connected and not 
connected to applicant’s system in 47 natural-gas producing fields in Arkansas, 
Louisiana, and Texas, of which 44 fields are actually connected by gathering 
and pipeline systems. The unconnected reserves are shown to be located in 
Bethany, West Carthage and Logansport Fields in Texas and Louisiana. Re- 
coverable reserves of natural gas in all fields are shown to be 3,212,634 million 
cubic feet. Volumes presently available to applicant’s integrated system from 
connected reserves are shown to be 2,646,150 million cubic feet. 

If new sources of gas supply are not attached by applicant, the requirements 
shown by appendix A can only be met by increased withdrawals from controlled 
connected reserves. The recoverable reserve life index, assuming no increase 
in requirements beyond 1956, is only 13 years. This index can only be increased 
by curtailing the industrial interruptible loads or the attachment of additional 
sources of supply. Complete curtailment now would increase the recoverable 
reserve life index to 33 years. Partial curtailment, limiting the annual deliveries 
to interruptible industrial customers to the estimated 1953 volumes, would in- 
crease the index to 15 years, and a limitation of annual deliveries to the 1952 
volumes would further increase the index to 17 years. However, if the latter 
limitation was imposed there could be no economic justification for the construc- 
tion of the proposed loop pipeline to the Lake Catherine plant or the service 
proposed to be rendered. 

The record made on hearing with respect to natural gas reserves of applicant, 
and the deliverability of natural gas from those reserves, does not indicate the 
number of years the presently connected and controlled reserves will provide the 
volumes of natural gas required to meet the estimated firm daily or system daily 
requirements. The record does, however, contain a “rough” method predicated 
upon assumed limitations of annual volumes of gas to be sold and delivered by 
means of which deliverability lives in years may be approximated. Utilization 
of this method yields the results shown in the following tabulation, which gives 
the number of years after January 1, 1953, that the estimated maximum system 

and firm daily requirements can be met under assumed conditions. In calculat- 
ing these deliverability lives, production rates at 25 percent and 50 percent of 
the open flow potential of the wells were utilized. 
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| 
| Requirement 1956 and Years from 1-1-53 
| thereafter production rate 
| 
Annual Peak day | 50 percent of | 25 percent of 
(M. c. f.) (M. c. f.) | open flow open flow 
I Tiina titcitiiceaniinacianinnce | 215, 561, 700 909, 7 9 6 
, 215, 561, 7 479, 640 | ll 9 
Dis ieniicccacnineindinn 195, 048, 700 909, 700 | 10 6 
| TEETER -.| 195, 048, 700 479, 640 | 12 | 10 
Viecsacccaswsecteecce hisdaebieie --| 160, 809, 650 879, 700 | ll 7 
Nskesincsendgiaataindoemaiond | 160, 809, 650 | 479, 640 14 11 
' ' 





The annual and peak-day volumes shown for conditions I through VI are taken 
from appendix A. Conditions I and II assume delivery of the estimated annual 
requirements as presented by applicant through 1956 and remaining constant 
thereafter; conditions III and IV assume deliveries of firm annual volumes and 
limiting the interruptible industrial to the estimated 1953 volume of 113,195,625 
M. c. f.; and conditions V and VI assume further limiting of interruptible volumes 
to the estimated 1952 level of 92,135,125 M. ec. f. The peak-day volumes shown 
under conditions I, III and V are the estimated system peak days for the 1956- 
57 winter except for condition V. Condition V peak day is assumed to be re- 
duced by 30,000 M. c. f., the proposed increase in deliveries to the Lake Catherine 
plant. Peak day deliveries under conditions II, IV and VI assumes only firm 
deliveries on peak days. 

The above tabulation shows, as did the life indices previously enumerated, that 
applicant’s natural gas supply does not warrant the attachment of additional 
industrial load of the character here proposed. In fact, rather than 
propose to increase the system requirements, applicant should be seeking means 
to reduce requirements so as to increase the life of its available gas reserves. 
It may be contended that applicant has been taking steps to correct this de- 
ficiency in supply by attaching new sources during the past four years and that 
it should, therefore, be now permitted to attach new industrial customers to its 
system. This contention could only be considered if the lives shown in the above 
tabulation were considerably increased. It also appears that any future expan- 
sion contemplating the attachment of large additional loads will require an ex- 
haustive deliverability study. 

Applicant proposes facilities for the purpose of providing pipeline capacity de- 
signed to serve an additional 30,000 M. ec. f. daily for the Lake Catherine electric 
generating plant of Arkansas Power & Light Co. The evidence of record does 
not show that available connected reserves when contrasted against volumetric 
requirements of consumers served from applicant’s presently existing pipeline 
system are sufficient to meet those loads for a reasonable period of years. It 
would be contrary to the public interest to permit the attachment of 30,000 
M. ec. f. of additional daily power plant load, and we so find. 

It is noted that the above estimates of requirements are based upon applicant’s 
presentation and assumption that no gas will be delivered to the Mississippi 
River Fuel Corp. from and after 1953. Applicant’s assumption is predicated upon 
the granting of its application at docket No. G-2122 for authority to abandon 
deliveries to Mississippi River Fuel Corp. These deliveries are presently being 
made, pending final disposition at docket No. G-—2122, pursuant to a contract 
specifying volumes up to 12,500 M. c. f. per day. The action herein taken is, of 
course, without prejudice to such disposition. 

The Commission finds: 

(1) The applicant, Arkansas Louisiana Gas Co., a Delaware corporation hav- 
ing its principal place of business at Shreveport, La., owns and operates, among 
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other facilities, a natural-gas transmission pipeline system located in the States 
of Arkansas, Louisiana, and Texas and by such operations is engaged in the 
transportation and sale for resale of natural gas in interstate commerce, subject, 
to the jurisdiction of the Commission, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion in its order issued January 26, 1943, in docket No. G—252, 3 F. P. C. 910. 

(2) It is not in the public interest and public convenience and necessity does 
not justify or require the construction and operation of the 6 miles of 12%4-inch 
O. D. loop lateral line to parallel applicant’s existing line LM 2 extending from a 
point on applicant’s system at Perla, Ark. to the Lake Catherine generating plant 
of Arkansas Power & Light Co. as proposed by applicant. 

(3) It is in the public interest and public convenience and necessity requires 
the construction and operation by the applicant of the new 7,500 horsepower com- 
pressor station (identified as Beirne compressor station) in Clark County, Ark. 

‘(4) The facilities to be constructed and operated by applicant, consisting of the 
7,500 horsepower compressor station (identified as Beirne compressor station) 
in Clark County, Ark., are to be used in the transportation of natural gas in inter- 
state commerce, subject to the jurisdiction of the Commission, and the construc- 
tion and operation thereof by applicant is subject to the requirements of subsec- 
tions (c) and (e) of section 7 of the Natural Gas Act. 

(5) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder with ref- 
erence to the facilities relating to the Beirne compressor station, described in 
paragraph (3) above as hereinafter ordered and conditioned. 

(6) The scrubber facilities proposed to be abandoned and removed by appli- 
cant at the Lake Catherine generating plant of Arkansas Power & Light Co. are 
“auxiliary installations” within the meaning of section 2.55 (a) of the Commis- 
sion’s rules and regulations. 

(7) All counsel, including staff counsel, having concurred in the waiver of 
the intermediate decision procedure, pursuant to section 1.30 (d) (5) of the Com- 
mission’s rules of practice and procedure, the Commission should forthwith 
render the final decision in this proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued to Arkansas Louisiana Gas Co., authorizing it to construct and 
operate the facilities comprising the new 7,500 horsepower compressor station 

(identified as Beirne compressor station) described hereinbefore, upon the terms 
and conditions of this order. 

(B) A certificate of public convenience and necessity be and the same is 
hereby denied for the construction and operation of facilities except as to those 
facilities for which a certificate of public convenience and necessity is ordered 
in paragraph (A) above. 

(C) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following: 

(i) within 10 days from the issuance of this order notice of date of such 
beginning of construction of the Beirne compressor station; 

(ii) within 10 days from the issuance of this order notice of the date of 
completion of construction and commencement of operation of the Beirne com- 
pressor station; and 
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(iii) within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement show- 
ing the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, contin- 
gencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimates of cost 
relied upon by applicant in the proceeding in which the certificate is issued. 

(2) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations authorized by this order and 
in accordance with the provisions of the Natural Gas Act, as well as any appli- 
cable rules, regulations, or orders of the Commission. 

Commissioner Doty not participating. Chairman Buchanan concurring in the 
result only. 


Order amending certificates of public convenience and necessity 
Tennessee Gas Transmission Co. 
Docket Nos. G-805, G—982, G—1073 and G—1661 
April 29, 1953 


On January 30, 1953, Tennessee Gas Transmission Co. (applicant), a Delaware 
corporation having its principal place of business at Houston, Tex., filed petitions 
pursuant to section 16 of the Natural Gas Act to amend (1) an order in docket 
No. G-805, issued February 14, 1947, granting a certificate of public convenience 
and necessity, (2) an order in docket No. C—982, issued March 24, 1948, granting 
a certificate of public convenience and necessity, (3) an order in docket No. 
G-1073, issued November 3, 1948, granting a certificate of public convenience 
and necessity and (4) an order in docket No. G—1661 issued June 27, 1951, granting 
a certificate of public convenience and necessity, all as more fully described in 
petitions on file with the Commission and open to public inspection. 

No new or additional facilities are proposed in these petitions. 

The proceedings in docket Nos. G—805, G—892, G—1073 and G—1661 were consoli- 
dated on March 26, 1953, for the purpose of hearing the aforementioned petitions 
for amendment of the orders referred to in the respective dockets issuing certifi- 
cates of public convenience and necessity. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
April 22, 1953, respecting the matters involved and the issues presented by an 
petitions to amend the various certificate orders referred to herein. No protest 
to the petitions has been filed. 

Applicant proposes in each of the dockets mentioned to increase the volume 
of natural gas presently authorized to be delivered under certificate orders to 
the following named communities and companies. The following table indicates 
the nature of the proposals: 








Presently Proposed a; 
certificated volume | Increase 

volume | M.c. f./day 

M. c. f./day | 
G-805 Lobelville Gas Co. aia iais: 200 250 50 
G-982 City of Batesville, Miss_. htnaistiei ‘ : 600 870 | 270 
G-1073 United Gas Pipe Line ra ; eiewe 8, 766 10, 800 | 2, 034 
G-1661 City of Holly Springs, Miss. ..............-- SS 1,050 2, 030 | 980 
ih tadedeadendaddccestteni ied aventurninaniunmbies 10, 616 13, 950 | 3, 334 


1 For resale in eight Mississippi commmenities and nearby rural areas. 
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In docket Nos. G—962 and G—1248, Tennessee provided a total of 40,000 M. c. f. 
per day of capacity for small towns and communities along its system. It ap- 
pears from the record made on hearing of these consolidated proceedings that ap- 
plicant has available for the services proposed approximately 4,860 M. c. f. from 
the capacity reserved at G—1248 and from volumes unallocated and available from 
docket Nos. G-1301, G—1572, and G—1573. 

The Commission finds: 

(1) Tennessee Gas Transmission Co., a Delaware corporation having its prin- 
cipal place of business at Houston, Tex., owns and operates a natural-gas trans- 
mission pipeline system in the States of Texas, Louisana, Arkansas, Mississippi, 
Tennessee, Kentucky, West Virginia, Ohio, Pennylvania and New York. By such 
operations, applicant is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption, subject to the 
jurisdiction of the Commission, and is, therefore, a “natural-gas company” with- 
in the meaning of the Natural Gas Act, as heretofore found by the Commission 
in its order issued August 1, 1947, In the Matter of Tennessee Gas and Transmis- 
sion Co., docket No. G—808. 

(2) The facilities described in the orders issued in docket Nos. G—805, G—982, 
G-1073 and G—1661 for the construction and operation of facilities for the ren- 
dering of the services therein proposed are and will continue to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of applicant’s existing pipe- 
line system, and the operation thereof by applicant are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act, as amended. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules, and regulations of the Commission there- 
under. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure, in each of the dockets referred to hereinbefore and all the requirements 
of the provisions of section 1.32 (b) of the Commission’s rules of practice and 
procedure (18 CFR 1.32 (b)) having been satisfied, sufficient cause exists for the 
Commission forthwith to render its final decision in these consolidated proceed- 
ings. 

(5) The services and operations proposed by applicant are required by the pub- 
lic convenience and necessity, and it is appropriate that the Commission amend 
(i) the order issued February 14, 1947 in docket No. G—805 so as to authorize an 
increase in maximum daily volume deliveries to Lobelville Gas Co. from 200 
M. ec. f. to 250 M. c. f., (ii) the order issued March 24, 1948 in docket No. G—892 so 
as to authorize an increase in maximum daily volume delivered to city of Bates- 
ville, Miss., from 600 M. c. f. to 8706 M. c. f., (iii) the order issued Novmeber 3, 
1948 in docket No. G—1073 so as to authorize an increase in maximum daily 
volume deliveries to United Gas Pipe Line Co., from 8,766 M. c. f. to 10,800 M. c. f., 
and (iv) the order issued June 27, 1951 in docket No. G—1661 so as to authorize an 
increase in maximum daily volume deliveries to city of Holly Springs, Miss., from 
1,050 M. ec. f. to 2,030 M. ec. f. as hereinafter ordered and conditioned. 

The Commission orders: 

{A) The certificates of public convenience and necessity referred to hereinafter 
authorizing the construction and operation of facilities subject to the jurisdiction 
of the Commission for the transportation and sale of natural gas are amended 
upon the terms and conditions of this order: 

(1) The certificate issued February 14, 1947, in docket No. G-805 authorizing 
applicant to construct and operate facilities for the sale of 200 M. c. f. daily to 
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the Lobelville Gas Co., be and the same is hereby amended so as to authorize ap- 
plicant to sell and deliver a maximum of 250 M. c. f. daily thereto. 

(2) The certificate issued March 24, 1948, in docket No. G-982 authorizing 
applicant to construct and operate facilities for the sale of 600 M. c. f. daily to 
the city of Batesville, Miss., be and the same is hereby amended so as to authorize 
applicant to sell and deliver a maximum of 870 M. c. f. daily thereto. 

(3) The certificate issued November 3, 1948, in docket No. G-1073 authorizing 
applicant to construct and operate facilities for the sale of 8,766 M. c. f. daily to 
United Gas Pipe Line Co., for resale to United Gas Corp. for ultimate distribution 
in northern Mississippi, be and the same is hereby amended so as to authorize ap- 
plicant to sell and deliver a maximum of 10,800 M. c. f. daily thereto. 

(4) The certificate issued June 27, 1951, in docket No. G-1661 authorizing ap- 
plicant to construct and operate facilities for the sale of 1,050 M. c. f. daily to the 
city of Holly Springs, Miss., be and the same is hereby amended so as to authorize 
applicant to sell and deliver a maximum of 2,030 M. ¢c. f. daily therto, 

(B) The following condition be and the same is hereby attached to the issu- 
ance of the amended certificates issued in paragraph (A) hereof: 

The certificates as amended shall be void and without force or effect unless 
accepted in writing by applicant within 30 days from the issue date of the order 
issuing such amended certificates: Provided, however, That when an application 
for rehearing of such order is filed in accordance with section 19 of the Natural 
Gas Act, such acceptance shall be filed within 30 days from the issue date of the 
order of the Commission upon the application for rehearing or within 30 days 
from the date on which such application may be deemed to have been denied 
when the Commission has not acted on such application within 30 days after 
it has been filed: Provided further, That when a petition for review is filed in 
accordance with the provisions of section 19 of the Natural Gas Act, such ac- 
ceptance shall be filed within 30 days after final disposition of the judicial review 
proceedings thus initiated. 

(C) The following condition be and the same is hereby attached to the exercise 
of the rights granted by the certificates as amended in paragraph (A) hereof: 

The certificates as amended are not transferable in any manner and shall be 
effective only so long as applicant continues the operations hereby authorized in 
accordance with the provisions of the Natural Gas Act, as well as all applicable 
rules, regulations, and orders of the Commission. 

Commissioner Doty not participating. 


Order authorizing transmission of increased amount of electric energy to Mezico 
El Paso Electric Co. and El Paso City Lines, Inc. 
Docket No. E-6484 


May 1, 1953 


On March 16, 1953, El Paso Electric Co. (Electric Company) and El Paso 
City Lines, Inc. (City Lines), referred to collectively as applicants, filed a joint 
application, and amendment thereto April 2, 1953, pursuant to section 202 (e) 
of the Federal Power Act (act), for an order authorizing an increase in the 
amount of electric energy authorized to be exported to Mexico by applicants for 
use jointly by City Lines and El Paso & Juarez Traction Co. from 400,000 kilo- 
watt-hours annually at a rate not to exceed that required for the satisfactory 
operation of the electric railway in Juarez by order entered October 17, 1944, in 
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dockets Nos. IT-5010, IT-5594 and IT-5887, to 1,000,000 kilowatt-hours per 
annum at a rate not in excess of 400 kilowatts, without any modification of 
facilities authorized to be operated, maintained and connected at the inter- 
national boundary between the United States and Mexico by Presidential permit 
signed by the President of the United States June 21, 1944 issued to City Lines 
October 17, 1944. 

Since the authorization of October 17, 1944, referred to above, there has been 
an increase in traffic as well as the installation of new and larger street car 
motor equipment. Applicants are of the opinion the estimate of the demands for 
service can fully be met within the maxima set forth hereinbefore. 

Notice of the filing of the application was given to the interested State officials 
and was also published April 9, 1953, in the Federal Register (18 F. R. 2009) 
stating that any person desiring to be heard or to make any protest with ref- 
erence to the supplemental application should file a petition or protest on or 
before April 22, 1953. No protest or petition or request to be heard in opposi- 
tion to the granting of said application has been received. 

The Commission finds: 

The transmission of electric energy from the United States to Mexico as 
limited herein and as hereinafter authorized will not impair the sufficiency of 
electric supply within the United States and will not impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction 
of the Commission. 

The Commission orders: 

(A) Applicants be and they hereby are authorized to transmit electric energy 
from the United States to Mexico subject to the provisions of this order. 

(B) The electric energy which applicants are hereby authorized to transmit 
from the United States to Mexico shall be in an amount not in excess of 1,000,000 
kilowatt-hours per annum at a rate not to exceed 400 kilowatts. 

(C) The authorization herein granted may be modified from time to time or 
terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Presi- 
dential permit signed by the President of the United States referred to above. 

(D) Applicants shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules, regulations or orders issued by the Commission. 

(BE) Applicants shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Mexico 
pursuant to the authority herein granted, shall make, keep, and preserve full 
and complete records with respect to the movement of such energy, and shall 
furnish with respect to said transmission of electric energy reports on or before 
February 15, of each year the kilowatt-hours of energy transmitted, the maximum 
kilowatts of transmission and the consideration received therefor during each 
month of the preceding year. 

(F) This authorization to transmit electric energy from the United States 
to Mexico shall not be transferable or assignable, but shall continue in effect tem- 
porarily for a reasonable time thereafter, in the event of the involuntary transfer 
of facilities used thereunder by operation of law (including such transfers to 
receivers, trustees, or purchasers under foreclosure or judicial trustees, or pur- 
chasers under foreclosure or judicial sale) pending the making of an application 
for permanent authorization and decision thereon, provided notice is promptly 
given in writing to the Commission accompanied by a statement that the physical 
facts relating to sufficiency of supply, rates, and nature of use remain substan- 
tially the same as before the transfer. 








ORDERS 965 


(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of the lawful authority 
vested in the State or State regulatory commission over applicants. 

(H) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimate or determination of cost, or any other matter whatsoever now 
pending or which may come before this Commission, or other regulatory body, 
and nothing herein shall be construed as an acquiescence by this Commission in 
any estimate or determination of cost or any valuation of property claimed or 
asserted. 

(I) This order shall supersede the order of October 17, 1944, issued in this 
matter only insofar as it pertains to the annual maxima of the quantity and rate 
at which applicants are authorized to transmit electric energy from the United 
States to Mexico. 

Commissioners Doty and Wimberly not participating. 





Order approving maintenance of permanent interconnection for emergency 
use only 


The Cliffs Power & Light Co. 
Docket No. E-6487 
May 1, 19538 


The Cliffs Power & Light Co. (applicant), a corporation organized and existing 
under the laws of the State of Michigan, engaged in the generation, purchase, 
transmission, distribution and sale of electric energy in the upper peninsula of 
Michigan, filed an application March 23, 1953, for an order authorizing, until 
December 31, 1956, the establishment, maintenance and use of a permanent inter- 
connection for emergency use only between its facilities and those of Wisconsin 
Michigan Power Co. near Gwinn, Mich. The foregoing application was filed 
pursuant to the provisions of section 202(d) of the Federal Power Act (act) for 
the purpose of establishing a permanent connection for use in emergency only 
and also to exempt applicant from the jurisdiction of the Federal Power Com- 
mission (Commission) by reason of the use of the interconnection referred to. 

The interconnection consists of a 66-kilovolt transmission line about 28 miles 
in length extending from the Felch substation of Wisconsin Michigan Power Co. 
northerly to a connection with a 66-kilovolt transmission line of applicant at 
Gwinn. No step-down or step-up substation facilities are necessary at Gwinn and 
the switch connecting such facilities is to be kept open at all times except when 
applicant is receiving emergency power into its system. This switch is equipped 
with a reverse relay to prevent any flow of energy from applicant’s system into 
that of Wisconsin Michigan Power Co. when the switch is closed. 

The principal industry in the area served by applicant is the mining of iron 
ore which accounts for about 75 percent of its peak load based on experience of 
1952. The balance of the load arises from service to domestic and small com- 
mercial consumers. Applicant’s peak normally occurs during the summer when 
adverse water conditions occur with resultant curtailment in the output of its 
6 hydro stations. In addition to its hydro plants applicant has a steam plant of 
7,500 kilowatts net plant capability and diesel standby facilities of 8,000 kilowatts 
eapability. During the peak referred to the applicant was required to operate 
its diesel stand-by facilities. In the event of the failure of any of its principal 
generating units or outages on its transmission facilities during such peak period 
applicant would have a power shortage. 
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The projected development of the low-grade ore deposits will materially in- 
crease the load upon applicant since more power per ton of merchantable ore 
is required than in the present operations. To meet forecasted annual peak loads 
applicant will be required to use its stand-by diesel equipment and by 1956 the 
total net plant capability under favorable operating conditions in the aggregate 
of 36,380 kilowatts will not be sufficient to meet the forecasted peak load of 37,000 
kilowatts unless additional capacity is secured prior thereto. Applicant is facing 
a serious power situation on its system until it can secure the necessary capacity 
to meet its load requirement, either through interconnections with other sources 
or by installation of additional generating capacity. It is presently negotiating 
with an adjacent utility for the construction jointly of steam unit of 22,000 kilo- 
watts capacity to alleviate power shortages on the lines of both companies. It 
is contemplated that if such negotiations are consummated, the proposed addi- 
tional capacity will be in operation by the end of 1956. In the event of the failure 
of such negotiations applicant proposes to construct a steam unit of 10,000 kilo- 
watts for its sole use to be ready for service by 1956. Until such time as applicant 
has capacity available to meet its increasing load, which is dangerously close to 
the actual capacity of its plant under favorable conditions, even a minor break- 
down of equipment or line outage can result in power shortage. 

The Commission finds and determines: 

(1) The proposed 66-kilovolt interconnection near Gwinn, Mich., will be a 
permanent connection for emergency use within the meaning of section 202(d) of 
the act. 

(2) The maintenance and use of the interconnection referred to above may 
involve the transmission and sale at wholesale of electric energy in interstate 
commerce within the meaning of section 201 of the act. 

(3) The maintenance and use of the interconnection referred to above to 
December 31, 1956 will serve the emergency needs of applicant and be desirable 
in the public interest as expressed in the act. 

The Commission orders: 

(A) The establishment, maintenancé and use of the interconnection referred 
to above for emergency use only, as the term “emergency” is defined in section 
32.20 of the Commission’s general rules and regulations under the act, is hereby 
approved to December 31, 1956 and shall not affect the status of the applicant 
under the act. 

(B) The proposed 66-kilovolt interconnection shall be maintained with con- 
necting switch open at all times except during emergencies and every closing 
of the switch shall be deemed a use of the interconnection. 

(C) Applicant shall report each use of the proposed 66-kilovolt intercon- 
nection in accordance with section 32.23 of the Commission’s general rules 
and regulations. 

Commissioners Doty and Wimberly not participating. 


Order further amending license (major) 
Utah Power & Light Co. 
Project No. 696 
May 5, 1953 


Application was filed August 20, 1951, and amended March 4, 1952, by the 
Utah Power & Light Co., licensee for major project No. 696, located on American 
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Fork Creek in Utah County, Utah, and partly within Timpanogos Cave Na- 
tional Monument and affecting lands of the United States within the Wasatch 
National Forest, for amendment of the license authorizing it to make the fol- 
lowing changes at the Upper American Fork plant: replace on the same right- 
of-way the existing flow line with a 28-inch welded steel pipe; rebuild the 1,000- 
horsepower water wheel of unit No. 2 to a rated capacity of 1,260 horsepower ; 
install a mew armature in the generator of unit No. 2, which will change the 
capacity of the generator from 600 kilowatts to 870 kilowatts, and retire and 
dismantle unit No. 1 at the Upper American Fork plant. 

The right-of-way for the pipeline was occupied by the licensee before the 
Timpanogos Cave National Monument was established. 

The application states, in effect, that replacement of the flow line and reha- 
bilitation of unit No. 2, as proposed, with dismantling of unit No. 1 is desirable 
and economical and operation of the project will be improved thereby. 

The Department of Agriculture, Forest Service, and the Department of the 
Interior have reported and made recommendations which have been fully con- 
sidered, and the State of Utah officials have interposed no objections to the grant- 
ing of the application for amendment of license. 

The Commission finds: 

(1) Due and proper notice has been given and published of the filing of 
the application for amendment of license as required by statute and by rules 
and regulations of the Commission and no objection or protest has been made 
or filed. 

(2) The State of Utah and the Fish and Game Commission have interposed 
no protest to the proposed changes in the project. The Department of Agri- 
culture and the Department of the Interior have submitted reports and recom- 
mendations which have been fully considered and resolved. 

(3) The time for commencing the proposed replacement and alteration of the 
project works is December 1, 1952, and the date of completion of said work is 
December 31, 1953, which period of time for the work is a reasonable period of 
time to be allowed therefor. 

(4) The license as issued and amended should be further amended to provide 
therein for the proposed replacements and alteration of the project works, which 
changes, as proposed, will not expand the project area nor materially alter the 
project as it is now constructed, maintained and operated. 

(5) The project as licensed and constructed was in operation before the Tim- 
panogos National Monument was established. 

(6) Article 2 of the license should be amended so as to describe the project 
works with the proposed replacements and alterations. 

(7) Article 3 of the license for the project should be further amended as 
follows: 

Supplemental exhibits K and L (F. P. C. No. 696-6) as submitted, should be 
approved and made a part of the license to supersede and replace the corre- 
sponding exhibits K and L now constituting a part of the license and exhibit M 
as revised and supplemental exhibit M submitted should be approved and in- 
corporated into the license. 

Exhibit K (F. P. C. No. 696-4) describing facilities which are to be removed 
and dismantled should be stricken from the license. 

(8) The exhibits above designated conform in form and stubstance substan- 
tially to the requirements of the Federal Power Act and also to the Commis- 
sion’s rules and regulations pertaining thereto. 
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The Commission orders: 

(A) The license for project No. 696, as amended, is hereby further amended, 
authorizing the construction, maintenance and operation of certain hydroelectric 
project works on lands of the United States now occupied by other and similar 
project works and the dismantling of and removal of certain other project works, 
said amendment being as follows: 

PaRaGRaPH I, Article 2 of the license is hereby further amended to read as 
follows: 

Article 2. The project covered by and subject to this license is located on Amer- 
ican Fork Creek, near American Fork, Utah, and consists of: 

A. All lands constituting the project area and enclosed, or the location of 
which is shown by the project boundary, and/or interests in such lands necessary 
or useful for the purposes of the project, whether such lands or interests therein 
are owned or held by the licensee or by the United States; such project area and 
project boundary being more specifically shown and described by certain exhibits 
which accompanied the application for license or applications for amendment of 
license, and which are designated and described as follows: 

Echibit F: Statement of the nature, extent and ownership of lands, signed by 
D. C. Green, Vice President and General Manager, and received in the office of 
the Federal Power Commission May 20, 1927; 

Exhibit K: (Revised)—(F. P. C. No. 696-1) Detail map of Lower American 
Fork project of Utah Power & Light Co., showing location of project works and 
project boundary, signed by D. C. Green, Vice President and General Manager, 
and received in the office of the Federal Power Commission on May 20, 1927, 
revised and reapproved November 6, 1930, and revised March 4, 1952, to exclude 
all reference to the Upper American Fork development ; 

Evrhibits K and L: (Modified) —(F. P. C. No. 693-3) A map entitled “Lower 
American Fork plant, Utah Power & Light Co.,” signed Utah Power & Light Co., 
by G. M. Gadsby, President and General Manager, October 18, 1930, revised and 
reapproved November 27, 1944; 

Evhibit K: (Supplemental)—(F. P. C. No. 696-5) A map entitled “Lower 
American plant flow line relocation from sta. 65+-54.6 to 70+-09.2,” signed Utah 
Power & Light Co. by J. A. Hale, Vice President, July 10, 1944; 

Echibit K and L: (Supplemental)—(F. P. C. No. 696-6) A map entitled 
“Upper American Fork new pipeline and generating unit,” signed Utah Power 
& Light Co. by J. A. Hale, Vice President, April 30, 1951. 

B. All water rights, reference to which is made in a certain exhibit which 
accompanied said application for license and which is designated and described 
as follows: 

Ecrhibit E: Statement of the nature, extent, and ownership of water rights, 
signed by D. C. Green, Vice President and General Manager, and received in the 
office of the Federal Power Commission February 26, 1926. 

C. All project works consisting of : 

(a) Upper American Fork power plant, a low concrete diversion dam, a water 
conduit consisting of a 28-inch welded steel pipe and a riveted steel penstock 
approximately 214 miles in length, a brick powerhouse containing a 1,260 horse- 
power turbine connected to an 870 kilowatt generator, and a transmission line 
extending to the transformer house near the Lower American Fork powerhouse 
on the interconnected transmission system of the licensee; and 

(b) Lower American Fork power plant, a low concrete diversion dam imme- 
diately below the Upper American Fork powerhouse and tailrace, a water con- 
duit consisting of a 36-inch wood-stave pipe and riveted steel penstock approx- 
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imately 13%, miles in length, a brick powerhouse containing a 400 horsepower 
turbine connected to a 250-kilowatt generator, and a 1,050 horsepower turbine 
connected to a 700 kilowatt generator, and a short transmission line extending to 
the transformer house on the interconnected transmission system of the licensee, 
located adjacent to the powerhouse; the location, nature and character of which 
project works are more specifically shown and described by the exhibits cited 
in paragraph A above and by certain other exhibits which accompanied the 
application for license or for amendment thereof, and which are designated and 
described as follows: 

Evhibit L: (Revised)—(F. P. C. No. 696-2) General design drawing of Upper 
and Lower American Fork project of Utah Power & Light Co., signed by D. C. 
Green, Vice President and General Manager, and received in the office of the 
Federal Power Commission February 26, 1926, and revised March 4, 1952 to show 
the retirement of Unit No. 1 in the Upper American Fork plant, and to show the 
replacement of the 36-inch wood-stave pipeline with a 28-inch welded pipe; 

Exhibit M: (Revised)—General description and general specifications of me- 
chanical, electrical and transmission equipment, signed by D. C. Green, Vice 
President and General Manager, and received in the office of the Federal Power 
Commission February 26, 1926, and revised March 4, 1952, to exclude all refer- 
ence to the turbines and generators in the Upper American Fork plant; 

Evrhibit M: (Supplemental)—One typewritten sheet entitled “General descrip- 
tions and general specifications of the mechanical and electrical equipment 
Upper American Fork plant,” signed Utah Power & Light Co. by J. A. Hale, 
Vice President, on February 29, 1952. 

D. All other structures, fixtures, equipment, or facilities used or useful in 
the maintenance and operation of the project, whether owned by the licensee 
or by the United States, and located upon the project area, including such portable 
property as may be used and useful in connection with the project or any part 
thereof, whether located on or off the project area, if and to the extent that 
the inclusion of such property as a part of the project works is approved or 
acquiesced in by the Commission; also all other rights, easements, or interests, 
including said riparian rights, the ownership, use, occupancy or possession of 
which is necessary or appropriate in the maintenance and operation of the 
project or appurtenant to the project area. 

Par. II. Article 3 of the license is hereby amended as follows: 

Article 3. The maps, plans, specifications, and statements designated and de- 
scribed in article 2 hereof, as exhibit K (revised), exhibit K (supplemental), 
erhibits K and L (modified), exhibits K and L (supplemental), exhibit L (re- 
vised), exhibit M (revised), and exhibit M (supplemental) and approved by 
the Commission, or by the Executive Secretary for the Commission, are hereby 
made a part of this license, and no substantial change shall hereafter be made 
in said exhibits, or in any of them, until such change shall have been approved 
by the Commission: Provided, however, That if the licensee deems it necessary 
or desirable that said approved exhibits, or any of them, be changed, there shall 
be submitted to the Commission for approval amended supplemental or addi- 
tional exhibit or exhibits covering the proposed changes which, upon approval 
by the Commission, shall become a part of this license and shall supersede, in 
whole or in part, such exhibit or exhibits theretofore made a part of this license 
as may be specified by the Commission. 

(B) Supplemental exhibit K and L (F. P. C. No. 696-6) and supplemental ex- 
hibit M are approved and made a part of the license. 

(C) Exhibit K (F. P. C. No. 696-1), exhibit L (F. P. C. No. 696-2) and exhibit M 
be revised to reflect the proposed changes in the project works and as so revised are 
approved and made a part of the license. 
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(D) Exhibit K (F. P. C. No. 696-4) is stricken from the license. 

(HB) The work of replacing and altering the project facilities shall be deemed 
to have commenced on or before December 1, 1952 and shall be completed by 
December 31, 1953. 

(F) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of this license amendment. In acknowledgment of the acceptance of 
this license amendment, it shall be signed for the licensee and returned to the Com- 
mission, within 60 days from the date of issuance of this order. 

Commissioners Doty and Wimberly not participating. 


Supplemental order authorizing issuance of common stock 
Montana-Dakota Utilities Co. 
Docket No. E-6485 
May 5, 1958 


By order issued April 24, 1953, the Commission authorized Montana-Dakota 
Utilities Co. (applicant) to issue and sell 293,108 shares of its $5 par value common 
stock by means of an underwritten subscription offering, subject to the provisions, 
among others, as set forth in paragraph (B) of said order reading as follows: 

(B) The proposed issuance and sale of the 293,108 shares of common stock, 
referred to above, shall not be consummated until: 

(i) Applicant shall have amended its application by filing with the Commission 
a verified copy of the underwriting agreement as executed. 

(ii) The Commission shall have approved the price to be received by the 
applicant per share of stock and the fees to be paid to the underwriters. 

Applicant on May 5, 1953, amended its application by filing a verified copy of 
the underwriting agreements as executed which provides that the price per share 
for subscription by its stockholders will be $21.875 and the fee to be paid to the 
underwriters will be 32.8¢ per share on the entire issuance of 293,108 shares plus 
an additional amount of 48.7¢ per share for each share (not in excess of 146,554 
shares) acquired by the underwriters for their own accounts through the exercise 
of subscription warrants during the subscription period. 

The Commission finds: 

(1) Applicant has satisfactorily complied with the requirements of paragraph 
(B) of the order of April 24, 1953 and the price of such common stock to be 
received by applicant and the underwriters’ fees referred to above are reasonable. 

(2) The proposed issuance and sale of common stock as hereinafter authorized 
and approved will be for a lawful object within the corporate powers of the ap- 
plicant and compatible with the public interest, which is appropriate for and 
consistent with the proper performance by the applicant of services as a public 
utility and which will not impair its ability to perform that service and is rea- 
sonably appropriate for such purposes. 

The Commission orders: 

(A) The price to be paid to the applicant for the common stock, and the under- 
writing fees, are approved as reasonable. 

(B) The proposed issuance of common stock, referred to above, upon the terms 
and conditions and for the purposes specified in the application as amended and as 
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supplemented by the data referred to above, be and the same hereby is authorized 
and approved, subject only to the provisions of paragraphs (C), (D), (E) and 
(F) of the Commission’s order of April 24, 1953. 

Commissioners Doty and Wimberly not participating. 


Supplemental order authorizing issuance of securities 
The Montana Power Co. 
Docket No. E-6486 
May 5, 1953 


By order entered April 16, 1953, the Commission authorized The Montana 
Power Co. (applicant) to issue and sell through competitive bidding $18,000,000, 
principal amount, of — percent sinking fund debentures due 1978 subject to the 
provisions, among other things, set forth in paragraph (B) of that order reading 
as follows: 

(B) The proposed issuance and sale at competitive bidding shall not be 
consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of section 34.2 (k) (3) of the Commission’s rules relating to com- 
pliance with competitive bidding requirements and section 34.2 (k) (4) 
of the rules, relating to affiliation, and shall have either filed such amend- 
ments or shall have mailed them and advised the Commission by telephone 
and telegraph as contemplated by section 34.9 of the rules. 

(ii) The Commission shall have approved the price to be received by 
the applicant for sinking fund debentures and the interest rate thereof, 
by a further order. 

Applicant on May 4, 1953, filed an amendment pursuant to the requirements 
of the order of April 16, 1953, setting forth that it proposes to accept, as repre- 
senting the lowest cost of money to it, the bid of Kidder, Peabody & Co., 
Smith Barney & Co., Blyth & Co., Inc. and Union Securities Corp. to purchase 
the $18,000,0000, principal amount, sinking fund debentures due 1978 for 100.8199 
and bearing interest at the rate of 4% percent per annum. 

The Commission finds: 

(1) The Applicant has satisfactorily complied with the requirements of 
paragraph (B) of the order of April 16, 1953, and under the bid it proposes 
to accept for the debentures the price to applicant and the interest rate thereon 
are reasonable. 

(2) The proposed issuance of debentures as hereinafter authorized will be for 
a lawful object, within the corporate powers of applicant and compatible with 
the public interest, which is appropriate for and consistent with the proper 
performance by the applicant of service as a public utility and which will not 
impair its ability to perform that service, and is reasonably appropriate for such 
purposes. 

The Commission orders: 

(A) The price of such debentures and the interest rate thereon under the bid 
referred to above are approved as reasonable. 

(B) The proposed issuance and sale of debentures referred to above, upon the 
terms and conditions and for the purposes specified in the application, as sup- 
plemented by the amendment referred to above, be and the same hereby are 
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authorized, subject only to the provisions of paragraphs (C), (D) and (B) 
of the Commission’s order of April 16, 1953, in this matter. 
Commissioners Doty and Wimberly not participating. 


Findings and order issuing a certificate of public convenience and necessity 
The East Ohio Gas Co. 
Docket No. G—2135 


May 6, 1958 


On March 9, 1953, The East Ohio Gas Co. (applicant) filed an application for a 
certificate of public convenience and necessity pursuant to section 7 of the Natural 
Gas Act, authorizing the construction and operation of natural gas facilities, 
subject to the jurisdiction of the Commission, consisting of approximately 5 miles 
of 8-inch pipeline extending from a connection of applicant’s trunk lines Nos. 2 
and 3 in Fairfield Township, Tuscawaras County, Ohio, and extending in a west- 
erly direction to applicant’s border station in Goshen Township, Tuscawaras 
County, Ohio. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 30, 1953, respecting the issues presented by and the matters involved in the 
application. No protests to the application have been received. 

Applicant proposes by means of the facilities for which authorization is sought 
to provide additional pipeline capacity on that part of its system serving Dover 
and New Philadelphia, Ohio, at retail, and thereby to be enabled to meet the 
increased requirements of existing customers, and to prevent curtailment of 
industrial consumers in that area. 

The record shows that the peak-day requirement on this part of its system on 
January 7, 1953, was approximately 10,728 M. c. f. which, in view of the mild 
weather conditions for the 1952-53 season, is believed to be low. The 6-inch 
line has been in service approximately 27 years. Installation of the proposed 8- 
inch line will provide for this part of applicant’s system a maximum capacity 
under normal operating conditions of 23,590 M. c. f. daily. 

The estimated over-all capital cost of the proposed facilities is $94,500, which 
will be financed from cash on hand. 

The Commission finds: 

(1) The East Ohio Gas Co., an Ohio corporation, having its principal place of 
business at Cleveland, Ohio, owns and operates, among other facilities, natural- 
gas transmission pipeline facilities located in the State of Ohio, and by such 
operations is engaged in the transportation of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, and is, therefore, a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of January 18, 1944, in docket No. G—266, 4 F. P. C. 497, 
and in its order of June 25, 1946, in docket Nos. G-115, G-399, G-400 and G—401, 
5 F. P. C. 596. 

(2) The facilities proposed to be used for the operations hereinbefore described 
are to be used for the transportation of natural gas in interstate commerce, sub- 
ject to the jurisdiction of the Commission, as integral parts of the existing pipe- 
line systems of applicant, and the operations proposed by applicant are subject 
to the requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 








ORDERS 973 


(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and conform to the provisions of the Natural Gas Act, and the 
requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure and all the requirements of the provisions of section 1.32 (b) of the Com- 
mission’s rules and practice and procedure (18 C. F. R. 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of the proposed facilities by ap- 
plicant are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued to The East Ohio Gas Co. authorizing it to construct and operate the fa- 
cilities hereinbefore described as more fully described in the application. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by applicant within 30 days from the issue date of the order issuing such 
certificate: Provided, however, That if an application for rehearing of such order 
is filed in accordance with section 19 of the Natural Gas Act, such acceptance shall 
be filed within 30 days from the issue date of the order of the Commission upon 
the application for rehearing or within 30 days from the date on which such 
application may be deemed to have been denied when the Commission has not 
acted on such application within 30 days after it has been filed: Provided, 
further, That if a petition for review is filed in accordance with the provisions of 
section 19 of the Natural Gas Act, such acceptance shall be filed within 30 days 
after final disposition of the judicial review proceedings thus initiated. 

(C) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be commenced within 90 days 
after the issuance of this order and shall be completed and actual operations 
thereunder commenced by applicant not later than 6 months subsequent to begin- 
ning of construction. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following: 

(i) within 10 days after bona fide beginning of construction, notice of date of 
such beginning ; 

(ii) within one month after date of issuance of this order, a progress report 
showing the exact status of authorized construction; 

(iii) within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of 
the date of such placement and commencement ; 

(iv) within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement 
showing the actual cost of constructing authorized facilities by operating units, 
and showing separately the actual cost of labor, materials, rights-of-way, dam- 
ages, surveys, engineering, inspection, overhead, interest during construction, 
contingencies, and all other items of cost, together with a statement showing 
and explaining the cause for any difference between actual cost and estimate of 
costs relied upon herein by applicant. 
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(3) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations hereby authorized and in 
accordance with the provisions of the Natural Gas Act, as well as any applicable 
rules, regulations, or orders of the Commission. 

Commissioners Doty and Wimberly not participating. 


Order further amending license (major) 
Pacific Gas & Electric Co. 
Project No. 2019 
May 7, 1953 


Application was filed March 17, 1952 by Pacific Gas & Electric Co., licensee for 
major project No. 2019, for amendment of its license for the project, situated on 
Angels Creek and Utica conduit in Calaveras County, Calif., to authorize the 
construction, operation, and maintenance of the hereinafter described new 
Murphys power plant and appurtenant facilities to replace the old Murphys 
plant. 

The application states that the proposed replacements are necessary because 
the present structures and equipment installed in the Murphys plant more than 
49 years ago require either rehabilitation or replacement as they have reached a 
state of doubtful dependability resulting from deterioration, wear and tear, and 
obsolescence, and that the proposed changes are desirable because they will be 
more economic than rehabilitation of existing works, will increase the project 
power capacity and energy output through the utilization of additional available 
head in modern equipment having higher efficiencies, and will produce more 
peaking power through use of forebay and afterbay regulation. 

The application states also that the licensee desires to begin construction of 
the proposed replacements and additions to the Utica project by April 1952 and 
to complete such work by December 1953. Accordingly, the licensee was advised 
that the Commission would interpose no objection to commencement of the 
construction proposed in the application, at the licensee’s own risk and subject 
to the requirements of the Government agency having supervision of the Govern- 
ment lands involved, if any. It appears that preliminary work has been started 
but no large expenditures have been made. 

The Secretary of the Interior has reported on the application, as has the 
State of California. 

The Commission finds: 

(1) This further amendment of license for project No. 2019 as hereinafter 
provided is not inconsistent with the previous findings in this matter. 

(2) The authorized installed horsepower capacity of the project under the 
license as further amended is 5,300 horsepower and the annual charge for the 
purpose of reimbursing the United States for the costs of administration of part I 
of the Federal Power Act, based upon such increased capacity, as hereinafter 
provided, is reasonable. 

(3) The following described maps, plans, and statements which either super- 
sede exhibits now part of the license or are new exhibits conform to the Com- 
mission’s rules and regulations and should be approved as part of the license for 
the project as further amended : 

Exhibit J-1A (F. P. C. 2019-17: Dwg. No. 409883) 
Exhibit K-8A (F. P. C. 2019-18: Dwg. No. 409884) 
Exhibit K-9A (F. P. C. 2019-19: Dwg. No. 409886) 
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Exhibit K-10A (F. P. C. 2019-20: Dwg. No. 409885) 
Exhibit L-4A (F. P. C. 2019-21: Dwg. No. 409887) 
Exhibit L-5A (F. P. C. 2019-22: Dwg. No. 409888) 
Exhibit M-1A (Statement) 

The Commission orders: 


(A) The maps, plans, and statements described in finding (3) above are 
approved as part of the license as further amended, and exhibit J (F. P. C. 
2019-1), exhibit K-8 (F. P. C. 2019-9), and exhibit K-9 (F. P. C. 2019-10) now 
part of the license are hereby eliminated therefrom. 

(B) The license for Pacific Gas & Electric Co.’s project No. 2019 is hereby fur- 
ther amended, effective as of the first day of the month in which acceptance 
hereof is filed with the Commission, to authorize the construction, operation, 
and mainteance of the new Murphys power plant and appurtenant facilities as 
part of the Utica project, within the period hereinafter specified, and to exclude 
from the license the old power plant and appurtenant facilities, said amendment 
being: 

Paragraph I. Paragraph (B) (a) of the license as amended December 30, 
1952 is hereby further amended to eliminate therefrom exhibit J (F. P. C. 
2019-1), exhibit J-8 (F. P. C. 2019-9), and exhibit K-9 (F. P. C. 2019-10), and 
by including therein the following exhibits: 

Erhibit J-1Al (F.P.C.2019) “General map.” 

Erhibit K-8A: (F. P. C. 2019-18) “Utica conduit and telephone line-intake 
to Murphys power house.” 

Erhibit K-9A: (F. P. C. 2019-19) “Murphys forebay, penstock, power house 
and afterbay.” 

Erhibit K-10A: (F. P. C. 2019-20) “Profile of Beaver Creek conduit and 
Utica conduit intake to Murphys power house.” 

Par. II. Paragraph (B) (b) of the license as amended December 30, 1952, 
is hereby further amended : 

(a) By eliminating therefrom items (8) and (9) as they appear therein and 
substituting therefor the following items: 

(8) Two earth-fill dams 52 feet and 30 feet high, respectively, adjacent to but 
not across the Utica conduit, creating a forebay pond with an effective capacity 
of 58 acre-feet ; 

(9) An afterbay earth-fill dam about 32 feet high in Angels Creek about 500 
feet downstream from the powerhouse, creating an afterbay pond, for reregulat- 
ing releases from the powerhouse, with an effective capacity of 36 acre-feet at 
maximum normal operating water surface; 

(10) A conduit about 4,115 feet long from the forebay to the powerhouse 
consisting of welded steel-pipe and wood-stave sections varying from 48 inches 
to 33 inches in diameter ; 

(11) Murphys powerhouse containing one impulse wheel, rated at 5,300 horse- 
power, discharging into Angels Creek, a tributary of Stanislaus River; one 
direct-connected generator with a rated capacity of 3,600 kilowatts; and trans- 
forming and switching equipment; 

(b) By eliminating therefrom exhibit L-4 (F. P. C. 2019-14) the paragraph 
therein which reads “—all of the exhibits described in paragraphs (a) and (b) 
above having been signed on January 21, 1949; Pacific Gas & Electric Co., by 
W. G. B. Euler, vice president and general manager.” (italics supplied) ; 

(c) By including therein the following exhibits: 

Evrhibit L-4A: (F. P. C. 2019-21) “Plans and sections—Murphys power 
house.” 


Evhibit L-5A: (F. P. C. 2019-22) “Plans and sections of Murphys forebay 
and afterbay dams and profile of Murphys penstock.” 
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Exhibit M-1A: (in one sheet) “Description and general specifications of 
mechanical, electrical, and transmission equipment.” 

Par. III. Sub-paragraph (i) of article 31 of the license is hereby amended so 
as to change the authorized installed horsepower capacity specified therein from 
“(2300 horsepower)” to “(5300 horsepower ).” 

Par. IV. The license for the project is hereby further amended to include 
therein the following additional article: 

Article 34. The licensee shall commence construction of the new Murphys 
powerhouse, forebay and afterbay dams, and appurtenant facilities on or before 
July 1, 1953, and shall complete construction on or before December 31, 1954. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act, 
and failure to file such an application shall constitute acceptance of this license 
amendment. In acknowledgment of the acceptance of this amendment, it shall 
be signed for the licensee and returned to the Commission within 60 days from 
the date of issuance of this order. 

Commissioners Doty and Wimberly not participating. 


Order authorizing issuance of common stock 
Pacific Power & Light Co. 
Docket No. E-6490 
May 7, 1958 


Pacific Power & Light Co. (applicant), incorporated under the laws of the 
State of Maine, qualified and authorized to do business as a foreign corporation 
in the States of Oregon and Washington, having its principal business office in 
Portland, Oreg., filed its application on April 8, 1953, pursuant to section 204 of 
the Federal Power Act, requesting authorization for the issuance and sale of 
a maximum of 15,000 shares of no par value common stock. 

The proposed issuance will be pursuant to the terms of an employees’ stock 
purchase plan which contemplates the eventual offer and sale of an aggregate of 
45,000 shares of applicant’s common stock to its employees over a 3-year period. 
The authorization herein requested is for the maximum amount to be offered 
during the first year of said 3-year period in accordance with the provisions of 
the stock purchase plan. This plan provides that the total number of shares 
which may be offered in any 12-month period shall be limited to that number 
which, when multiplied by the offering price per share, will result in an aggre- 
gate offering price of not more than $300,000 or 15,000 shares, whichever limi- 
tation may result in the smaller number of shares. The offering price per share, 
determined in accordance with the stock purchase plan, will be 95 percent of the 
average of the weekly bid prices publicly quoted for such stock by Portland, 
Oreg., members of the National Association of Securities Dealers, Inc., for the 
calendar month preceding the month in which the subscription applications are 
accepted. 

Applicant proposes to use the proceeds from the proposed issuance and sale 
of common stock to construct, improve and extend its electric facilities. 

The Public Utilities Commissioner of Oregon and the Washington Public Serv- 
ice Commission by orders dated April 24, 1953, and April 29, 1953, respectively, 
authorized and proposed issuance and sale of common stock. 

Written notice of the application has been given to the Public Utilities Com- 
missioner of Oregon and the Washington Public Service Commission and‘to the 
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Governor of each of those States. Notice of the application was also published 
in the Federal Register on April 16, 1953 (18 F. R. 2157) stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before April 30, 1953. No protest or 
petition or request to be heard in opposition to the granting of said application 
has been received. 

(1) The applicant, a corporation, is a public utility within the meaning of sec- 
tion 204 of the act subject to the jurisdiction of the Commission as heretofore 
described and set out in the Commission’s order entered August 8, 1944, in 
Pacific Power & Light Co., docket No. IT—5904, 4 F. P. C. 680. 

(2) The proposed issuance and sale of a maximum of 15,000 shares of no par 
value common stock pursuant to the employee’s stock purchase plan will con- 
stitute an issuance of securities within the purview of section 204 of the act. 

(3) The applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of section 204 (f) of the act, and the proposed issuance of securities, there- 
fore, is not exempt by virtue of that section from the requirements of section 
204 of the act. 

(4) The proposed issuance of securities as hereinafter authorized will be for 
lawful objects, within the corporate purposes of the applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance by the applicant of service as a public utility and which will not 
impair its ability to perform that service, and is reasonably appropriate for such 
purposes. 

(5) The public notice given the aforesaid application is reasonable. 

The Commission orders: 

(A) The proposed isuance and sale of common stock, referred to above, upon 
the terms and conditions and for the purposes specified in the application, be 
and the same hereby are authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transaction authorized is con- 
summated within 12 months from the date of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
which may come before this Commission or any other regulatory body, and noth- 
ing in this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or as- 
serted. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 

Commissioners Doty and Wimberly not participating. 


Findings and order issuing certificate of public convenience and necessity, and 
dismissing application to permit and approve abandonment 


Washington Gas Light Co., and Prince Georges Gas Corp. 
Docket No. G—2113 
May 8, 1953 


On January 22, 1953, Washington Gas Light Co. (Washington), a corporation 
organized and existing under the laws of the United States, having its princi- 
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pal place of business at 11th and H Streets NW., Washington, D. C., and Prince 
Georges Gas Corp. (Prince Georges), a Maryland corporation having its princi- 
pal place of business at Chillum, Md., filed a joint application for a certificate of 
public convenience and necessity to Washington pursuant to section 7 (c) of the 
Natural Gas Act, authorizing the acquisition and operation of all the facilities 
and properties of Prince Georges, and for permission and approval to Prince 
Georges pursuant to section 7 (b) of the Natural Gas Act to abandon all of its 
facilities and properties by transfer to Washington. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
April 30, 1953, respecting the matters involved and the issues presented by the 
application. No protest to the granting of the application has been received. 

The record shows that Prince Georges is a wholly owned subsidiary of Wash- 
ington. The transfer would be effected without any cash payments. 

The record further shows that Prince Georges owns and operates separate 12, 
16, and 22-inch pipe lines which transport gas from a point near Rockville, Md., 
to the District of Columbia, a storage and compressor station; and other facili- 
ties, all of which originally cost over $4,500,000. 

Washington states that no new services are proposed and that it would oper- 
ate the facilities involved in the same manner and render the same services now 
being performed. Joint applicants state that their facilities are fully integrated 
with each other and with those of Washington Gas Light Co. of Md., Inc. Wash- 
ington also proposes to acquire and operate all of the facilities of this latter com- 
pany which it states is engaged in distributing and selling gas at retail. 

The Commission finds: 

(1) Prince Georges Gas Corp., a Maryland corporation having its principal 
place of business at Chillum, Md., is engaged in the transportation of natural 
gas in interstate commerce and the sale in interstate commerce of natural 
gas for resale for ultimate public consumption, and is, therefore, a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of August 24, 1943, in docket No. G-248, 3 F. P. C. 
1072. 

(2) Washington Gas Light Co., a United States corporation having its prin- 
cipal place of business at Washington, D. C., is engaged in the transportation 
of natural gas in interstate commerce and the sale in interstate commerce of 
natural gas for resale for ultimate public consumption, and is, therefore, a 
“natural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its order of August 31, 1943, in docket No. G-249, 
3 F. P. C. 1077. 

(3) Washington is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) Ownership and operation by Washington of all the transmission facilities 
presently owned and operated by Prince Georges, as hereinbefore described, 
is required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) It appears, as hereinbefore stated, that the acquisition herein proposed 
will result in the continued operation by Washington of all of the natural-gas 
facilities of Prince Georges and that the service rendered by means of such 
facilities will be unchanged and unaffected by the acquisition as proposed: 
therefore, since the order hereinafter authorizes the acquisition as proposed, a 
separate decision on Prince Georges application to abandon becomes unnecessary 
and duplicative, and accordingly should be dismissed as hereinafter ordered. 

(6) Applicants having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 
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Cc. F. R. 1.32 (b)) of the Commission’s rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceedings. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Washington Gas Light Co. to acquire and operate 
all the transmission facilities presently owned and operated by Prince Georges, 
as hereinbefore described, upon the terms and conditions of this order. 

(B) The following condition be and the same hereby is attached to the is- 
suance of the certificate issued in paragraph (A) hereof: 

Said certificate shall be void and without force or effect unless it be accepted 
in writing by the Washington Gas Light Co. within 30 days from the date of 
issuance of this order: Provided, however, That such acceptance may be filed 
within 30 days from the date of issuance of any order upon an application for 
rehearing, if any, of this order, or within 30 days from the date on which 
any such application may be deemed to have been denied when the Commission 
has not acted thereon: and Provided, further, That such acceptance may be 
filed within 30 days after final disposition of the judicial review of proceedings 
initiated by any petition for review of this order. 

(C) The following conditions be and the same hereby are attached to the 
exercise of rights granted under the certificate issued in paragraph (A) hereof: 

(1) The acquisition of each and all of the facilities hereby authorized shall 
be completed, and each and all of the operations and services hereby authorized 
shall be actually undertaken and regularly performed by the Washington Gas 
Light Co. within one year from the date of issuance of this order. 

(2) The Washington Gas Light Co. shall file with the Commission, in writing 
and under oath, an original and 4 conformed copies of the following: 

(i) on or before 60 days from the date of issuance of this order, a progress 
report showing the exact status of the acquisition hereby authorized ; 

(ii) within 10 days after the acquisition hereby authorized has been consum- 
mated and authorized operations have commenced, notice of the dates of such 
consummation and such commencement of operations ; 

(iii) within 6 months after consummation of the acquisition hereby au- 
thorized, a statement showing and explaining the cause for any differences 
between the actual cost of the facilities involved in such acquisition, and the 
estimates of cost relied upon by applicants in this proceeding. 

(D) This certificate is not transferable and shall be effective only so long 
as Washington continues the operations hereby authorized in accordance with 
the provisions of the Natural Gas Act, and any pertinent rules, regulations, or 
orders heretofore issued by the Commission. 

(E) Prince Georges Gas Corp.’s application to abandon be and the same is 
hereby dismissed. 

Commissioners Doty and Wimberly not participating. 


Order authorizing issuance of short-term promissory notes 
Mountain States Power Co. 
Docket No. E-6497 
May 11, 1953 


Mountain States Power Co. (applicant), a corporation organized and existing 
under the laws of the State of Delaware, qualified to do business as a foreign 
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corporation in the States of Idaho, Montana, Oregon, and Wyoming, having its 
principal business office at Albany, Oreg., on April 20, 1953, filed its application 
for an order authorizing it to issue not to exceed $1,750,000, principal amounts, of 
short-term notes due December 31, 1953, under a credit agreement with certain 
banks. 

Applicant has outstanding an aggregate of $4,488,547.51 of notes, being the 
balance unpaid of a total issue of $7,000,000 authorized by order of this Com- 
mission issued November 19, 1951. Of the total of $7,000,000 of notes having 
maturity date of December 31, 1953, $2,511,452.49 have been repaid out of the 
proceeds arising from the issuance and sale of 200,000 shares of applicant’s 
common stock authorized by supplemental order issued August 12, 1952. 

Applicant proposes to enter into a credit agreement with the Continental 
Illinois National Bank & Trust Co. of Chicago and The Hanover Bank, New York 
City, which provides for participation by each bank named to the extent of 
$875,000 and that applicant may from time to time during the period from June 
15, 1953, to December 1, 1953, borrow the total sum of $1,700,000, the initial bor- 
rowings to be $1,000,000 on June 15, 1953. For this commitment the applicant 
is obligated to pay a fee of % of 1 percent on the daily unused amount of the 
commitment from June 15, 1953. The borrowings by applicant under the credit 
agreement are to be evidenced by promissory notes dated as of the date of the 
borrowing, maturing December 31, 1953, and bearing interest at the rate of 3% 
percent per annum. No underwriters’ or finders’ fees will be incurred or paid in 
connection with the proposed issue of notes. 

Applicant states that it proposes to refund all presently outstanding notes as 
well as any notes issued under the credit agreement herein referred to and to 
procure such additional funds as are necessary for additions and improvements 
to its facilities through the early part of 1954 by the issuance of sufficient securi- 
ties of a permanent nature for which it expects to apply to this Commission for 
authority to issue and sell at the earliest practicable date. 

Written notice of the application has been given to the Public Utilities Com- 
missioner of Oregon, Public Utility Commission of Idaho, Board of Railroad 
Commissioners of Montana, Public Service Commission of Wyoming and to the 
Governors of each of those States. Notice of the application has also been given 
by publication in the Federal Register on April 24, 1953 (18 F. R. 2421), stating 
that any person desiring to be heard or to make any protest with reference to the 
application should file a petition or protest on or before May 6, 1953. No protest 
or petition or request to be heard in opposition to the granting of said application 
has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act subject to the jurisdiction of the Commission, as 
heretofore described and set forth in the Commission’s order dated March 28, 
1951, In the Matter of Mountain States Power Company, docket No. E-6344, 
10 F. P. C. 866. 

(2) The proposed issuance of short-term notes is an issuance of securities 
within the purview of section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the meaning 
of section 204 (f) of the Federal Power Act, and the proposed issuance of securi- 
ties is, therefore, not exempt by virtue of that section from the requirements of 
section 204 of the act. 

(4) The proposed issuance of short-term notes described above will be in excess 
of 5 percent of the par value of other securities of the applicant and therefore 
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will not be exempt by section 204 (e) from the requirements of section 204 (a) 
of the Federal Power Act. 

(5) The proposed issuance of short-term notes as hereinafter authorized will 
be for a lawful object, within the corporate purposes of the applicant and com- 
patible with the public interest, which is appropriate for and consistent with the 
proper performance by applicant of service as a public utility, and which will 
not impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 

(6) The public notice given the aforesaid application is reasonable. 

The Commission orders: 

(A) The proposed issuance of short-term notes, in the aggregate amount of 
$1,750,000, upon the terms and conditions and for the purposes specified in the 
application, hereby is authorized subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions herein authorized 
are consummated on or before December 1, 1953. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any matter whatsoever 
which may come before this Commission or any other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed or 
asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to 
which this order relates. 

Commissioner Doty not participating. 


Findings and order issuing certificate of public convenience and necessity 
Haverhill Gas Light Co. 
Docket No. G-1833 


May 13, 1953 


On November 7, 1951, Haverhill Gas Light Co. (Haverhill), a Massachusetts 
corporation having its principal place of business at 63-67 Merrimac St., Haver- 
hill, Mass., filed an application, as supplemented February 1, 1952, June 26, 1952, 
and October 16, 1952, for a certificate of public convenience and necessity pursuant 
to section 7 of the Natural Gas Act, authorizing the continued operation of 
approximately 17 miles of existing 10, 6, 4 and 3-inch pipeline for the purpose 
of sale of natural gas for resale to the Exeter division of Allied New Hampshire 
Gas Co. which serves, at retail, the communities of Exeter, Hampton, Hampton 
Beach and Seabrook Beach in New Hampshire. Haverhill purchases such gas 
from Northeastern Gas Transmission Co. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
on May 5, 1953, respecting the matters involved and the issues presented by 
the application, as supplemented. No protest to the granting of the application 
has been received. 

Temporary authorization for the continued operation of the facilities described 
above was granted on September 18, 1952. 

The Commission finds: 

(1) Applicant, a Massachusetts corporation with its principal place of business 
at Haverhill, Mass., is engaged in the transportation of natural gas in interstate 
commerce and the sale in interstate commerce of natural gas for resale for ulti- 
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mate public consumption, and is, therefore, a “natural-gas company” within the 
meaning of the Natural Gas Act. 

(2) The facilities hereinbefore described, and as more fully described in the 
application, as supplemented, herein, are used in the transportation and sale 
of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, and the operation thereof by applicant is subject to the requirements 
of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed operation of the facilities by applicant is required by the 
public convenience and necessity, and a certificate therefor should be issued as 
hereinafter ordered and conditioned. 

(5) Applicant, having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) (18 SFR 
1.32 (b)) of the Commission’s rules of practice and procedure having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final deci- 
sion in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant to operate the facilities hereinbefore described, 
all as more fully described in the application, as supplemented, in this proceeding 
and the exhibits appended thereto, for the transportation and sale of natural gas 
as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

(B) The following condition be and the same is hereby attached to the issu- 
ance of the certificate issued in paragraph (A) hereof: 

The certificate herein granted shall be void and without force or effect unless 
accepted in writing by applicant within 30 days from the date of issuance of this 
order : Provided, however, That such acceptance may be filed within 30 days from 
the date of issuance of any order upon an application for rehearing, if any, of this 
order, or within 30 days from the date on which any such application may be 
deemed to have been denied when the Commission has not acted thereon: and 
Provided, further, That such acceptance may be filed within 30 days after final 
disposition of the judicial review proceedings initiated by any petition for review 
of this order. 

(C) This certificate is not transferable and shall be effective only so long as 
applicant continues the operation hereby authorized in accordance with the pro- 
visions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore issued by the Commission. 

Commissioner Doty not participating. 


Findings and order issuing certificate of public convenience and necessity and 
denying application in part 


Northern Natural Gas Co. 
Docket No. G-—2009 
May 138, 1953 


On July 22, 1952, Northern Natural Gas Co. (Northern), a Delaware corporation 
having its principal place of business at Omaha, Neb., filed an application for a 
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certificate of public convenience and necessity for authorization to construct and 
operate facilities subject to the jurisdiction of the Commission, described as 
follows: 

(a) An 85-inch diameter lateral pipeline to extend from a point on Northern’s 
18-inch Omaha branch line in Sarpy County, Neb., approximately 1.4 miles to the 
site of a proposed plant of the nitrogen division of Allied Chemical & Dye Corp. 

(b) Metering and regulating facilities. 

(c) 6.5 miles of 30-inch diameter main-line loop line. 

(d) A1,320-horsepower compressor unit in its Hugoton compressor station. 

The application recites that said facilities would enable Northern to deliver to 
a plant of the nitrogen division of Allied Chemical & Dye Corp. (Allied) up to 
12,000 M. ec. f. of natural gas per day on a firm basis. Estimated cost of such 
facilities was stated in the application to be $952,000. 

Thereafter, supplements to the application were filed, the first on September 
25, 1952 and the last on January 5, 1953. In said second supplement, Northern 
separated its application into two parts. In part I, it requested a certificate to 
construct and operate only the 1.4 miles of 85-inch lateral line and metering and 
regulating facilities, at a cost of $48,000, necessary to enable it to deliver 12,000 
M. c. f. of gas per day to Allied on an interruptible basis. In part II, it requested 
authorization to construct and operate the 6.5 miles of 30-inch loop line and the 
additional compressor unit at the Hugoton compressor station, at a cost estimated 
at $904,000, to enable it to make firm deliveries to Allied. 

By order issued on March 13, 1953, the matter was set for hearing to commence 
on April 1, 1953, both as to parts I and II. By further order issued on the same 
date, the Commission permitted intervention by Central Gas & Electric Co., Iowa 
Public Service Co., Minnesota Valley Natural Gas Co., Minneapolis Gas Co., 
Northern States Power Co., Perry Gas Co., and Iowa-Illinois Gas & Electric Co. 

Hearing commenced on April 1, 1953, and concluded on April 2, 1953. There- 
after, on April 16, 1953, acting upon a motion by counsel for Northern, the Commis- 
sion issued an order omitting the intermediate decision procedure and fixing the 
date of April 28, 1953 for the filing of briefs. In said order, decision was reserved 
with respect to the request fcr oral argument, in lieu of the filing of reply briefs. 
Since that order was issued, counsel for Northern, by letter filed with the Com- 
mission on April 29, 1953, and Commission staff counsel, in his brief filed April 28, 
1953, have stated that they do not desire oral argument in lieu of reply briefs. No 
other party to this proceeding has requested oral argument. 


Part I 


The record shows that Northern proposes to construct an 85-inch diameter lat- 
eral pipeline to extend from a point on Northern’s 18-inch Omaha branch line in 
Sarpy County, Neb., approximately 1.4 miles in an eastwardly direction to the site 
of the proposed Allied plant, and that at the latter point, Northern will construct 
measuring and regulating facilities. Gas is now delivered into the 18-inch Omaha 
branch line from Northern’s original 24-inch main line located approximately 8 
miles south of the proposed Allied plant, and the quantities of gas necessary for 
the proposed Allied delivery will be obtained from said lines. 

The record further shows that the proposed line is designed to enable Northern 
to deliver at least 12,000 M. c. f. of interruptible gas per day to Allied and that the 
line is adequately designed for such purpose. The estimated cost of construction 
of such facilities is $48,000, of which amount $28,000 represents the cost of the 
pipeline, and the balance the estimated cost of the measuring and regulating 
facilities. Such estimated costs appear to be reasonable. 
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The record shows that Allied proposes to locate its plant near La Platte, Nebr., 
which city is central to farming areas of the midwest which would use the nitrogen 
products made at the plant. Also, the site is appropriate from the standpoint of 
plant requirements for natural gas, power, water, railroad facilities, and labor 
supply. The plant would cost between 25 and 30 million dollars to construct, and 
upon commencement of operations would produce anhydrous ammonia, of which 
approximately 95 percent would be converted to urea. The urea would, in turn, 
be used either directly as a soil fertilizer or as a component of mixed fertilizers. 
It appears that, upon the basis of a usage of 12,000 M. c. f. of gas per day, approxi- 
mately 110,000 tons of urea would be produced per year. 

Evidence in the record indicates that, although there is a process for using 
coke instead of natural gas in the production of urea, all of the new capacity 
built in the United States since World War II is based on the use of natural gas. 
Further, there is an unsatisfied demand for nitrogen fertilizers and such ferti- 
lizers are of great value in increasing the productivity of the soil. In addition, 
the record shows that the plant has a potential value in connection with the 
production of munitions in time of war. 

The record shows that Allied is designing its plant on the assumption that 
gas will be available for it upon the basis of approximately 72 equivalent full 
days of interruption per year when Northern’s system capacity reaches the 
825,000 M. c. f. per day authorized in docket No. G—1618. The investment 
required to compensate for 72 days of natural gas interruption will be approxi- 
mately $1,000,000, with LPG and oil storage facilities constituting a substantial 
part of this additional cost. 

The record does not show, however, the possible effect upon the economics of 
the Allied plant if curtailment of Northern’s service should average more than 
72 equivalent full days per year. No studies were presented as to the level of 
interruption which would make it infeasible or economically undesirable to 
construct the plant, nor is there evidence in the record with respect to the 
number of consecutive days the plant could operate with LPG gas if natural gas 
were fully curtailed on successive days. 

The proposal contemplates that interruptible service to Allied will be provided 
within the limitations of Northern’s existing gas supply, and that no change will 
result in firm service to Northern’s existing customers. However, there will be 
a diminution of gas available to large-volume consumers for interruptible pur- 
poses. As proposed, deliveries of gas to Allied will be curtailed under step 3 of 
Northern’s standard curtailment steps contained in its tariff presently effective 
under bond pursuant to an order of the Court of Appeals for the Eighth Circuit 
entered on December 18, 1952 (Northern Natural Gas Company v. F. P. C., Nos. 
14706, 14733, and 14748, C. A. 8), and under step 2 of the tariff prescribed for 
Northern in docket No. G—1382, et al. (opinion Nos. 228, 228-A, and 233). The 
record shows that, with a system capacity of 825,000 M. c. f. per day, some of 
Northern’s large-volume consumers will suffer no increase in the number of days 
of curtailment of their interruptible load, while others, depending in part on 
their location within Northern’s zones, will be curtailed up to 9 days more per 
year than if Allied were not served. It is also shown that a substantial portion 
of the gas which will make up the interruptible supply for Allied will be derived 
from consumers which presently use the gas for boiler fuel. 

Northern will sell gas to Allied under a 20-year contract, dated December 19, 
1952, by the terms of which Allied will pay Northern $300 for the first 1,000 
M. c. f. in any month and 24 cents per M. c. f. for all deliveries in excess of 
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1,000 M. c. f. per month. Paragraph 3 (c) of the contract between the parties 
provides that the price may be increased or decreased by Northern by the 
amount per M. c. f. Northern increases or decreases its price to other direct 
customers in the same interruptible priority classification. The proposed service 
by Northern appears to be economically feasible so far as the applicant is con- 
cerned, although the economic effect on Allied’s plant operations, if curtailment 
exceeds 72 equivalent full days per year, has not been shown. 


Part II 


Northern presented no evidence as to part II of its application, but requests 
that hearing and disposition of the matters and issues presented in connection 
with its proposed firm service to Allied be deferred until a later date, and states 
that it is the intention of Northern subsequently to move for a hearing upon 
part II of its application in docket No. G—2009 in sufficient time to permit a 
certificate to be issued authorizing the sale of gas to Allied on a firm basis begin- 
ning April 1, 1955. This statement flatly ignores paragraph (A) of our order 
setting this matter for hearing which provides as follows: 

(A) Pursuant to authority contained in and subject to the jurisdiction 
conferred upon the Federal Power Commission by sections 7 and 15 of the 
Natural Gas Act, and the Commission’s rules of practice and procedure, a 
public hearing be held commencing on April 1, 1953, at 10 a. m. (BE. S. T.) in 
the hearing room of the Federal Power Commission, 1800 Pennsylvania 
Avenue, N. W., Washington, D. C., concerning the matters involved and the 
issues presented by part I and part II, respectively, and, in that sequence, 
of the amended and supplemented application herein and other pleadings 
and data filed, including the aforesaid protest and petitions to intervene. 

The pertinent provision of section 7 of the act reads, in part, as follows: 


(e) a certificate shall be issued to any qualified applicant therefor, 
authorizing the whole or any part of the operation, sale, service, construc: 
tion, extension, or acquisition covered by the application, if it is found that 
the applicant is able and willing properly to do the acts and to perform the 
service proposed and that the proposed service, sale, operation, construction, 
extension, or acquisition, to the extent authorized by the certificate, is or 
will be required by the present or future public convenience and necessity ; 
otherwise such application shall be denied. 

In addition, it should be noted that the record herein clearly and unmistakably 
demonstrates that at least one of Northern’s own utility customers has been 
unable, over a period of years, to obtain from Northern the volume of gas 
required by it on a firm basis to meet the demands of its own customers. 
Further, the record shows that the same situation has, in general, occurred as 
to all the distributing utilities served by Northern. Thus, with respect to part 
II of its application, it appears that there has been not only a complete failure 
on the part of Northern to meet its statutory burden under section 7 of the 
Natural Gas Act and the terms of our order setting this matter for hearing, 
but a repeated inability by Northern to meet the firm demands of its existing 
utility customers. 

Various motions relating to part II were made during the course of hearing 
on April 1 and April 2, 1953. These included motions by counsel for Minneapolis 
Gas Co. to dismiss part II of the application and to dismiss the entire application, 
a motion by counsel for Minnesota Valley Natural Gas Co. for a continuance of 
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the hearing, and a motion by Commission staff counsel for denial of part II of 
Northern’s application. 

The Commission finds: 

(1) Applicant, Northern Natural Gas Co., a Delaware corporation having its 
principal place of business at Omaha, Nebr., owns and operates, among other 
facilities, a natural-gas transmission pipeline system located in the States of 
Texas, Oklahoma, Kansas, Nebraska, Iowa, Minnésota, and South Dakota, and 
by such operations is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption, subject to the 
jurisdiction of the Commission, and is, therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order of April 6, 1948, In the Matter of Northern Natural Gas Co., docket 
No. G-280, 3 F. P. C. 967, and its order of January 18, 1950, In the Matter of 
Northern Natural Gas Co., docket No. G—1183, 9 F. P. C. 401. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, and the construction and operation thereof by applicant are 
subject to the requirements of subsections (c) and (e) of section 7 of the 
Natural Gas Act. 

(3) Subject to the conditions hereinafter prescribed, applicant is able and 
willing properly to do the acts and to perform the interruptible service proposed 
and to conform to the provisions of the Natural Gas Act and the requirements, 
rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation by Northern of the facilities 
hereinbefore described to enable it to deliver gas on an interruptible basis to 
Allied are required by the public convenience and necessity, and a certificate 
therefor should be issued, all as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require and it is reasonable that the 
conditions hereinafter ordered be attached to the issuance of the certificate 
granted, or to the exercise of rights granted thereby, as the case may be. 

(6) Northern has failed to meet its statutory burden of proof in connection 
with part II of its application, after due notice and reasonable opportunity so 
to do. 

(7) The motion by Commission staff counsel to deny Northern’s application 
for authorization to construct and operate facilities to provide firm service to 
Allied in docket No. G—2009 should be granted, and all other pending motions in 
connection with the application should be denied. 

(8) The request by counsel for Northern for oral argument is deemed to have 
been abandoned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued to Northern Natural Gas Co., authorizing it to construct and operate the 
facilities hereinbefore described as part I of Northern’s application, as sup- 
plemented, in docket No. G—2009, subject to the terms and conditions of this 
order. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate hereby issued shall be void and without force or effect unless, 
within 30 days from the date of issuance of this order: (1) Northern shall obtain 
and submit to the Commission a written statement, executed by a responsible 
official of Allied Chemical and Dye Corp., showing that Allied fully understands 
that gas is to be furnished hereunder by Northern on a strictly interruptible 
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basis in volumes not to exceed 12,000 M. c. f. per day, that Allied has no as- 
surance hereunder that firm service will be available on April 1, 1955, or at 
any time thereafter, and that Allied, in building its plant in reliance upon the 
interruptible service herein authorized, understands that the certificate herein 
issued includes no assurance against the economic consequences to it if inter- 
ruption of its natural-gas supply possible hereunder exceeds 72 equivalent full 
days per year or if its supply of other fuels becomes exhausted by reason of 
continuous or successive curtailments possible hereunder; and (2) Northern 
shall accept this certificate in writing: Provided, however, That in the event an 
application for rehearing of this order is filed in accordance with section 19 of 
the Natural Gas Act, the action required by (1) and (2) hereof may be taken 
within 30 days from the issue date of the order of the Commission upon the 
application for rehearing or within 30 days from the date on which such appli- 
cation may be deemed to have been denied when the Commission has not acted 
on such application within 30 days after it has been filed: and Provided, further; 
That in the event a petition for review of this order is filed in accordance with 
the provisions of section 19 of the Natural Gas Act, the action required by (1) and 
(2) hereof shall be taken within 30 days after final disposition of the judicial 
review proceedings thus initiated. 

(C) The following conditions be and the same hereby are attached to the ex- 
ercise of rights granted by the certificate issued in paragraph (A) hereof: 

(1) The facilities herein authorized to be constructed shall be completed and 
the operations and service herein authorized shall be actually undertaken and 
regularly performed by Northern within 18 months from the date of issuance of 
this order. 

(2) Northern shall not transport for delivery to Allied volumes of gas in 
excess of 12,000 M. c. f. per day, and shall provide such volumes under the curtail- 
ment conditions described in step 3 of its presently effective tariff or in step 2 of 
its tariff as heretofore prescribed by the Commission, if and when the latter be- 
comes effective. 

(3) Northern shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following: 

(i) within 10 days after bona fide beginning of construction, notice of the date 
of such beginning ; 

(ii) within 6 months after date of issuance of this order, a progress report 
showing the exact status of authorized construction ; 

(iii) within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of 
the date of such placement and commencement ; 

(iv) within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement showing 
the actual cost of constructing authorized facilities by operating units, and show- 
ing separately the actual cost of labor, materials, rights-of-way, damages, surveys, 
engineering, inspection, overhead, interest during construction, contingencies, and 
all other items of cost, together with a statement showing and explaining the 
cause for any difference between actual cost and estimates of cost relied upon 
herein by Northern. 

(4) The certificate hereby issued is not transferable in any manner and shall 
be effective only so long as applicant continues the operations hereby authorized 
in accordance with the provisions of the Natural Gas Act, as well as any ap- 
plicable rules, regulations, or orders heretofore or hereafter issued by the Com- 
mission. 
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(D) The motion by Commission staff counsel to deny part II of Northern’s 
application be and it is hereby granted, and part II of said application be and it 
hereby is denied; to the extent that other motions pending herein are incon- 
sistent with the action herein taken, such motions be and the same hereby are 
denied. 

Commissioner Doty not participating. 

Commissioner Draper concurring in the result only. 


Order authorizing issuance of securities 
Iowa Public Service Co. 
Docket No. B-6498 
May 14,1958 


Iowa Public Service Co. (applicant), a corporation organized in Iowa and 
qualified to do business in South Dakota and Nebraska, with its principal busi- 
ness office at Sioux City, Iowa, filed its application on April 20, 1953 and amend- 
ment thereto May 1, 1953, for an order pursuant to section 204 of the Federal 
Power Act, authorizing it to issue $7,500,000 aggregate principal amount of First 
Mortgage Bonds, percent series date as of June 1, 1953, and due June 1, 1983. 

Applicant proposes to issue the first mortgage bonds under the applicant’s 
mortgage and deed of trust, dated as of June 1, 1946, with the Chemical Bank & 
Trust Co., as supplemented and as further supplemented by a sixth supplemental 
indenture dated as of June 1, 1953. 

Applicant proposes, on or about May 22, 1953, to invite bids for the purchase of 
the first mortgage bonds by newspaper publication of a public invitation for 
bids, and the distribution of a statement of terms and conditions relating to bids 
and a form of bid. Among other things the terms and conditions provide that 
each bid shall be on the form of bid, shall be for the purchase of all the bonds, 
and shall specify the coupon rate (which shall be a multiple of % of 1 percent) 
and the price to be paid to the applicant for the new bonds (which shall be not 
less than 98 percent nor more than 102% percent of the principal amount, plus 
accrued interest from June 1, 1953). All bids must be presented to applicant 
before 11:00 A. M., New York time, on June 2, 1953, and will be opened at that 
time unless postponed. Unless the applicant shall reject a bid or bids for reasons 
specified in the terms and conditions or shall reject all bids, which it reserves 
the privilege so to do, it will accept the bid which shall provide it with the lowest 
cost of money. 

The net proceeds from the sale of the first mortgage bonds will be used to pay 
off temporary bank loans, incurred to secure funds for construction purposes, 
and, together with cash derived from operations, to provide a portion of the funds 
required for the construction or acquisition of permanent improvements, exten- 
sions and additions to the company’s property. 

Written notice of the application has been given to the State Commerce Com- 
mission of Iowa, the State Railway Commission of Nebraska, the Public Utilities 
Commission of South Dakota, and to the Governors of each of these States. No- 
tice of the application was also published in the Federal Register April 28, 1953 
(18 F. R. 2484), stating that any person desiring to be heard or to make any pro- 
test with reference to the application should file a petition or protest on or before 
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May 11, 1953. No protest or petition or request to be heard in opposition to the 
granting of such application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set out in the Commission’s order entered May 10, 1950, 
In the Matter of Iowa Public Service Company, docket No. E-6271, 9 F. P. C. 
745. 

(2) The proposed issuance of first mortgage bonds will constitute an issuance 
of securities within the provisions of section 204 of the Federal Power Act. 

(3) The applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of section 204 (f) of the act, and the proposed issuance of securities, therefore, 
is not exempt by virtue of that section from the requirements of section 204 of the 
Act. 

(4) The proposed issuance of securities will enable applicant to obtain funds 
to pay off temporary bank loans and to construct or acquire permanent improve- 
ments, extensions and additions to its property. 

(5) The proposed issuance of securities as hereinafter authorized will be for 
lawful objects, within the corporate purposes of the applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance by the applicant of service as a public utility and which will not 
impair its ability to perform that service, and is reasonably appropriate for such 
purposes. 

The Commission orders: 

(A) The proposed issuance and sale of first mortgage bonds, described above, 
upon the terms and conditions, and for the purposes specified in the application, 
be and the same is hereby authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale at competitive bidding shall not be con- 
summated until" 

(i) Applicant shall have amended its application pursuant to the requirements 
of section 34.2 (k) (3) of the Commission’s rules relating to compliance with 
competitive bidding requirements and section 34.2 (k) (4) of the rules, relating 
to affiliation, and shall have either filed such amendments or shall have mailed 
them and advised the Commission by telephone and telegraph as contemplated by 
section 34.9 of the rules. 

(ii) The Commission shall have approved the price to be received by the 
applicant for first mortgage bonds and the interest rate thereof, by a further 
order. 

(C) This authorization shall expire unless the transactions hereby authorized 
are consummated within 60 days from the date of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determination of cost, or any other matter 
whatsoever which may come before this Commission, or any other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 


(E) Nothing in this order shall be construed to imply any guarantee or 


obligation on the part of the United States in respect of any securities to which 
this order relates. 


Commissioner Wimberly not participating. 
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Supplemental order authorizing additional permanent interconnections for 
emergency use only 


Puget Sound Power & Light Co. 
Docket Nos. IT-6015 and IT-6022 
May 25, 1953 


Puget Sound Power & Light Co. (applicant) on March 3, 1953, filed an applica- 
tion and amendment thereto on April 22, 1953, for an order, pursuant to section 
202 (d) of the Federal Power Act (act), authorizing the maintenance and use 
during the continuance of the present power emergency in the Pacific Northwest 
of two additional interconnections between the system of applicant, one with the 
city of Seattle near south city limits of the city of Renton and the other with 
Bonneville Power Administration (B. P. A.) two miles southwest of the city 
limits of Bremerton, both in Washington, and that the maintenance and use 
of such interconnections for emergency use only will not affect the status of 
applicant under the act. 

By order dated January 14, 1947, the Commission determined the existence 
of a power emergency in the Pacific Northwest and in aid of the alleviation of 
the power shortage authorized the applicant to maintain certain interconnections 
without effect to the applicant’s jurisdictional status under the Federal Power 
Act. By orders dated June 8, 1949, August 14, 1950 and February 26, 1952, 
use of certain additional interconnections was authorized. 

All of the interconnections referred to above are installed and available for 
use as authorized with the exception of one specified in the order of January 14, 
1947 and identified as “Connection with the city of Seattle at 55 kilovolts near 
the latter’s north substation” which has been abandoned and the facilities 
removed. 

The emergency determined by the Commission order dated January 14, 1947 
continues in the Pacific Northwest by reason of the increase in the demand for 
electric energy and the shortage of facilities for the generation and transmission 
of electric energy. 

In addition to the interconnections authorized by the aforementioned orders, 
the applicant, because of the power shortage on its system, seeks approval 
of the following additional permanent interconnections for emergency use only: 

An interconnection with the city of Seattle’s department of lighting on the 
5,000-volt bus in the Renton switching station of Puget Sound Power & Light 
Co. located near the south city limits of the city of Renton, Wash. 

An interconnection with the system of Bonneville Power Administration on 
its 110,000 volt-transmission line at the location of Bonneville’s proposed sub- 
station near the South Bremerton Substation of Puget Sound Power & Light Co. 
located approximately two miles southwest of the city limits of Bremerton, 
Wash. 

The Commission finds: 

The maintenance and use of the above-described interconnections as here- 
inafter approved will serve the emergency needs of the applicant and is desir- 
able in the public interest as expressed in the Federal Power Act. 

The Commission orders: 

(A) The maintenance and operation for emergency use only of the inter- 
connections described above, in addition to the interconnections approved by 
the orders dated January 14, 1947, June 8, 1949, August 14, 1950, and February 
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26, 1952, in these dockets, hereby is approved and shall not affect the juris- 
dictional status of the applicant under the Federal Power Act. 

(B) The applicant shall report to the Commission on or before the 15th day 
of each month the amounts of electric energy received and delivered by the 
applicant during the preceding calendar month by means of such intercon- 
nections and such other information as the Commission may from time to time 
require. 

Chairman Kuykendall not participating. 


Order determining actual legitimate original cost of initial project, net changes 
therein, and prescribing accounting therefor 


Village of Bonners Ferry 
Project No. 1991 
May 25, 1953 


The license for this project, the initial portion of which was previously con- 
structed, issued April 5, 1950 and effective as of April 1, 1948, provides for the 
determination of the actual legitimate original cost, accrued depreciation and 
met investment in the project as of the effective date thereof and the actual 
legitimate original cost of the portion to be thereafter constructed. 

The licensee, on March 21, 1951, filed an initial statement in which the actual 
legitimate original cost claimed for the entire project, as of December 31, 1950. 
was $652,138.06 without any statement as to the accrued depreciation applicable 
to the initial project as of April 1, 1948. 

The staff of the Commission made a field examination of the licensee’s claimed 
cost statement for the project and records and data in support of such claim. In 
the course of the field examination the staff computed the accrued depreciation 
applicable to the project as of April 1, 1948 in the amount of $27,635.56 based 
upon depreciable project plant in the amount of $146,276.60. The staff also pro- 
posed adjustments to the costs claimed for the project, as of December 31, 1950, 
in the net amount of $40,553.69 which increased the claim theretofore filed in 
the amount of $652,138.06 to $692,691.75. The actual legitimate original cost of 
the initial project, as of April 1, 1948, was ascertained to be the amount of 
$151,418.46. 

Conferences were held with a representative of the licensee and tentative 
agreement reached, subject to Commission approval, with respect to the ad- 
justment of the claimed project cost, the accounting disposition of the adjust- 
ments to be recorded on licensee’s books of account and the amounts of the 
actual legitimate original cost and accrued depreciation of the project. Sub- 
sequent to such conferences and in harmony with agreements reached therein 
the licensee on March 31, 1952, filed a revised statement of the actual legitimate 
original cost claimed for the project, as of April 1, 1948 and December 31, 1950, 
and estimated accrued depreciation, as of the effective date of license, April 1, 
1948, showing, respectively, the amounts of $151,418.46, $692,691.75 and $27,635.56. 

The adjustments of the claimed costs proposed by the staff resulting in the net 
increase of $40,563.69 comprise items in the net amount of $30,136.12 that were re- 
corded on the books but erroneously omitted from the claimed cost involving no 
accounting entries therefor, and items in the net amount of $10,417.57 associated 
with adjustment of interest costs, administrative expenses and the like which 
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are to be recorded in project plant accounts. In addition to the entries to be made 
in the plant accounts in the amount of $10,417.57, land costs in the amount of 
$7,500, included in the statement of claimed cost but not recorded on the books, 
are to be entered in the project plant accounts resulting in net additions of $17,- 
917.57 to be reflected in the accounts. It was tentatively agreed that the account- 
ing disposition of project book adjustments of $17,917.57 should be made as fol- 
lows: 


Charge: 
Account 110, other physical property___.....--__.________ $1,400.00 
~ Account 140, unamortized debt discount and expense______ 4,394.47 
Credit: 
Account 111, advances to municipality._._._._.._.......___ (8,176.00) 
eI TATE GREE WE ii oie atts (15,536.04) 
UN ities cathe each tein easinaacntaiae (17,917.57) 


This municipal licensee is not under the jurisdiction of any state regulatory 
agency. 

The Commission finds: 

(1) The licensee by its tentative agreement with the staff and its filing on 
March 31, 1952 of a revised statement of claimed costs for the project as of April 
1, 1948 and December 31, 1950 and statement of accrued depreciation as of April 
1, 1948 reflecting the adjustments proposed by the staff has waived the necessity 
for further notice as provided by sections 4.4, 4.5, 4.21 and 4.23 of the Commis- 
sion’s general rules and regulations. 

(2) The adjustments tentatively agreed upon by licensee and Commission’s 
staff are reasonable and proper. 

(3) The actual legitimate original cost of the initial project as of April 1, 1948 
is $151,418.46, the accrued depreciation is the amount of $27,635.56 and the net 
investment in the project as of the effective date of the license therefor is the 
sum of $123,782.90. 

(4) The net changes in the project plant accounts for the period from April 1, 
1948 to December 31, 1950, inclusive, is an addition in the net amount of $541,- 
273.29 and the actual legitimate original cost of the project, as of December 31, 
1950, is the amount of $692,691.75. 

The Commission orders: 

(A) The tentative agreement and the adjustments therein contemplated be 
and they hereby are approved. 

(B) Licensee dispose of the net addition of $17,917.57 to its project plant ac- 
counts by the adjustment entries as set forth in column (10) of the tabulation, 
appendix B, attached hereto. 

(C) Licensee, to the extent it has not already done so, establish and maintain 
controlled and detailed plant accounts for the project, showing debit balances of 
$151,418.46, as of April 1, 1948, and $692,691.75, as of December 31, 1950, classified 
as set forth in columns (2) and (4) of the attached tabulation, Appendix B. 

(D) Licensee establish and maintain a project depreciation reserve account 
showing a credit balance of $27,635.56 classified by functional groups as set forth 
in column (3) of the tabulation, appendix A. 

(B) Licensee shall within 60 days of the date of this order file F. P. C. form 
No. 7 showing compliance with this order. 
Chairman Kuykendall not participating. 
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Findings and order issuing certificate of public convenience and necessity 
Lone Star Gas Co. 
Docket No. G—2123 


May 27, 1953 


On February 18, 1953, Lone Star Gas Co. (applicant), a Texas corporation 
having its principal place of business in Dallas, Tex., filed an application, and 
on March 26, 1953 a supplement to that application, for a certificate of public 
convenience and necessity, pursuant to section 7 of the Natural Gas Act, authoriz- 
ing the construction and operation of approximately 11 miles of 10-inch pipe- 
line extending from a point on applicant’s line U-8 south of Haskell in Haskell 
County, Tex., in an eastwardly direction to the West Texas Utilities Co.’s Paint 
Creek power plant located in Haskell County, Tex., and a measuring and regu- 
lating station to be used in connection with such pipeline in the delivery of 
natural gas to the Paint Creek power plant. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
May 20, 1953, respecting the matters involved in and the issues presented by 
the application as supplemented. No protests to the application have been 
received. 

The proposed facilities will be used to deliver natural gas on an interruptible 
basis to the Paint Creek power plant in volumes ranging from 2,312,640 M. c. f. in 
the first year of operation to 4,625,280 M. c. f. in the third year. 

The estimated cost of the project is $236,476 and financing is to be out of 
funds currently on hand. 

The Commission finds: 

(1) Applicant, a Texas corporation, having its principal place of business in 
Dallas, Tex., owns and operates, among other facilities, a natural-gas trans- 
mission pipeline system located in the States of Texas and Oklahoma, and by 
such operation applicant is engaged in the transportation and sale of natural 
gas in interstate commerce for resale for ultimate public consumption, subject 
to the jurisdiction of the Commission, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order entered on April 11, 1944, docket No. G—442, 4 F. P. C. 565. 

(2) The facilities hereinbefore described are proposed to be used for the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as an integral part of applicant’s existing pipeline system, and 
the construction and operation thereof by applicant are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 C. F. R. 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction of the facilities hereinbefore described to per- 
mit the delivery of gas to West Texas Utilities Co.’s Paint Creek power plant 
and the operation thereof by the applicant are required by the public convenience 
and necessity, and a certificate therefor should be issued as hereinafter ordered. 

The Commission orders: 
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(A) A certificate of public convenience and necessity be and the same is 
hereby issued to the applicant authorizing it to construct and operate the 
facilities hereinbefore described to permit the delivery of gas to West Texas 
Utilities Co.’s Paint Creek power plant as more fully described in the applica- 
tion and supplements thereto, upon the terms and conditions of this order. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate issued hereby shall be void and without force and effect unless 
accepted in writing by applicant within 30 days from the issue date of this 
order: Provided, however, That if an application for rehearing of this order is 
filed in accordance with section 19 of the Natural Gas Act, such acceptance shall 
be filed within 30 days from the issue date of the order of the Commission upon 
the application for rehearing or within 30 days from the date on which such 
application may be deemed to have denied when the Commission has not acted 
upon such application within 30 days after it has been filed: Provided, further, 
That if a petition for review of this order is filed in accordance with the pro- 
visions of section 19 of the Natural Gas Act, such acceptance shall be filed 
within 30 days after final disposition of the judicial review proceedings thus 
initiated. 

(C) The following conditions be and the same hereby are attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be commenced by June 20, 1953 
and shall be completed and actual operations thereunder shall be commenced by 
applicant by August 20, 1953. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following : 

(i) within 10 days after the bona fide beginning of construction, notice of date 
of such beginning; 

(ii) within 10 days after authorized facilities have been constructed and 
placed in service and operations authorized have commenced, notice of the date 
of such placement and commencement ; 

(iii) within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement showing 
the actual cost of constructing authorized facilities by operating units, and show- 
ing separately the actual cost of labor, materials, rights-of-way, damages, surveys, 
engineering, inspection, overhead, interest during construction, contingencies, 
and all other items of cost, together with a statement showing and explaining 
the cause for any difference between actual cost and estimates relied upon by 
applicant in this proceeding. 

(3) This certificate is not transferable in any manner and shall be 
effective only so long as applicant continues the operations authorized by this 
order issuing such certificate and in accordance with the provisions of the 
Natural Gas Act, as well as any applicable rules, regulations, or orders of the 
Commission. 


Order issuing license (minor) 
Garland Hot Mineral Springs 
Project No. 1757 


May 28, 19538 


Application was filed May 28, 1952 by Garland Hot Mineral Springs, of 
Wenatchee , Wash., for license for a constructed minor project located on Colton 
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Creek, a tributary of the North Fork of the Skyomish River, in Snohomish County, 
Wash., and affecting lands of the United States within the Snoqualmie Nationa) 
Forest. 

The project, the original license for which was issued August 8, 1941, for a 
period of 10 years, expired on August 7, 1951, comprises : 

(a) All lands constituting the project area and enclosed by a project boundary 
or the limits of which are otherwise defined ; 

(b) Project works consisting of a concrete diversion dam 1.5 feet high and 
3 feet long, a pipe line 1115 feet long, a 12-foot by 12-foot wood-frame powerhouse, 
and a 110-volt transmission line 1025 feet long; 

(c) All other structures, fixtures or facilities used or useful in the maintenance 
and operation of the project and located on the project area, and all rights and 
interests, the possession of which is necessary or appropriate in the maintenance 
and operation of the project ; which lands and project works are more specifically 
shown and described by certain exhibits which formed a part of the expired 
license, and which are designated and described as follows: 

Erhibit F: (¥F. P. C. No. 1757-1) A map, entitled “Hydroelectric power project 
of Garland Hot Mineral Springs, Wenatchee, Wash.,” signed by A. M. Garland, 
president, on July 22, 1940. 

Erhibit G: One typewritten sheet, entitled “Description of mechanical, electri- 
eal and transmission equipment”, signed by A. M. Garland, president, on July 
22, 1940. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Snoqualmie National Forest, and the Secretary of the 
Interior have reported favorably upon the application. The State of Washington, 
Department of Game, and the State Fisheries Department have interposed no 
objections to renewal of license. 

The Commission finds: 

(1) The applicant is a corporation under the laws of the State of Washington 
and it has submitted satisfactory evidence of compliance with all applicable laws 
of that State insofar as necessary to effect the purposes of a new license for the 
project. 

(2) No conflicting application is before the Commission. 

(3) The project dam, pipe line, power house and 389.5 feet of the transmission 
line occupy 0.71 acre of lands of the United States within the Snoqualmie 
National Forest. 

(4) The project does not affect any government dam, or will the issuance of 
a new license therefor, as herein provided, affect the development of any water 
resources for public purposes which should be undertaken by the United States 
itself. 

(5) The issuance of a new license for the project as herein provided will not 
interfere with or be inconsistent with the purposes for which the Snoqualmie 
National Forest was created or acquired. 

(6) The installed horsepower capacity of the project is 30 horsepower and 
the energy generated is used for operating applicant's resort and for domestic 
purposes. 

(7) The exhibits described and designated in paragraph (c) of this order 
conform to the Commission’s rules and regulations with respect thereto. 

(8) It will be to the public interest to waive the terms and conditions 
contained in the following sections of part I of the act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army 
and to public notice ; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the act which are 
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hereinafter waived ; 10 (c), insofar as it relates to depreciation reserves; 10 (d) ; 
10 (f); 11; 12; 14, except insofar as the power of condemnation is reserved; 
15; 18, except insofar as it relates to fishways; 19; 20; 22; and 23 (a), insofar 
as it relates to the determination of fair value. 

The Commission orders: 

(A) The new license is issued to Garland Hot Mineral Springs of Wenatchee, 
Wash., under sections 4 (e) and 15 of the act for a period of 10 years, effective 
as of August 8, 1951, for the operation and maintenance of the project, upon 
lands of the United States, subject to the terms and conditions of the act, which 
is hereby incorporated by reference as a part of this license (except that the 
terms and conditions of part I of the act referred to in finding (8) above are 
hereby waived to the extent therein stated), and subject to such rules and 
regulations as the Commission has issued or prescribed under the provisions 
of the act. 

(B) This new license is subject to the terms and conditions consisting of articles 
1 to 14, inclusive, set forth in Form L-7,* entitled “Terms and conditions of 
license for minor project affecting lands of the United States”, which form 
is hereto attached and made a part hereof, and to the following artcle: 

Article 15. The licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing it for the cost of administration of part I 
of the act, $5.00; and 

(ii) For the purpose of recompensing it for the use, occupancy, and enjoyment 
of its lands, $5.00. 

(C) Exhibit F (F. P. C. No. 1757-1) and exhibit G are hereby approved and 
made a part of this license. 

(D) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by section 313 (a) 
of the act, and failure to file such an application shall constitute acceptance 
of this license. In acknowledgment of the acceptance of this license, it shall 
be signed by the licensee and returned to the Commission within 60 days 
from the date of issuance of this order. 

Chairman Kuykendall not participating. 


Findings and order finally establishing normal pond level 
Virginia Electric & Power Co. 
Project No. 2009 
May 29, 1953 


Virginia Electric & Power Co. holds a license under the Federal Power Act 
authorizing construction and operation of the Roanoke Rapids project on the 
Roanoke River in North Carolina, project No. 2009. The license authorizes the 
construction of the Roanoke Rapids project with normal pool level at 132 feet 
above mean sea level, subject to further study as specified in paragraph 10 of 
our order of January 26, 1951 (10 F. P. C. 1) authorizing the license. This 
level is five feet higher than the pool level originally contemplated by the 
Army Engineers. With the Roanoke Rapids project pool level fixed at elevation 
132 feet, the proposed Gaston Dam should be moved upstream about 9,000 
feet from the site selected by the Army Engineers, regardless of who builds 
the Gaston plant. 


*See p. 911. 
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At the time of the license authorization in 1951 engineering studies and pre- 
liminary foundation investigations indicated that this scheme of development 
would make the best and most economcal use of the stretch of river between 
Roanoke Rapids and the Buggs Island Dam. However, further investigation 
was directed in paragraph 10 of the 1951 order to determine the suitability of the 
relocated Gaston site. The licensee has submitted reports on its further inves- 
tigations and requests approval for establishing the Roanoke Rapids pool at 
elevation 132 feet. 

The investigations reveal that the relocated Gaston Dam site is better 
geologically than the original proposed site. Also, a comparison of the eco- 
nomics of the Roanoke Rapids project with pool level at elevation 132 and the 
relocated Gaston site shows that this scheme of development is more economical 
than the scheme of development comprising the Roanoke Rapids project with 
pool level at elevation 127 and the originally proposed Gaston project, and 
would save about $1,000,000 in the capital investment. 

The licensee has also filed an application for a license to authorize construc- 
tion and operation of a project at the relocated Gaston site, project No. 2093, 
which application will be considered in due course. The present action is not 
to be construed as indicating what action will be taken upon that application. 

The question of establishing finally the height of the Roanoke Rapids pool 
calls for a review of certain salient facts concerning the Roanoke Rapids and 
Buggs Island projects. The dependable capacity of a hydroelectric project is 
that power capacity which can be relied upon for serving the system load of the 
distributor under adverse water conditions as limited by the characteristics 
of the load to be served. Electric power distributed by the VEPCO system is 
supplied predominantly by steam-electric plants and therefore the logical place 
for the Roanoke Rapids plant under adverse water conditions is in the peak of 
the system load curve where its hours of required operation will be within 
the capability of the available water. 

As we found in our order of January 26, 1951 issuing this license, the full 
installed capacity of 91,000 kilowatts authorized for this project can be utilized 
on the VEPCO system load during periods of the most adverse streamflow so 
far encountered without any upstream storage regulation in the Buggs Island 
project. Operated in this manner the Roanoke Rapids plant would obtain its 
highest peak capacity use—and thus the greatest amount of capacity from the 
available flow—consistent with the expected customer requirements during the 
hours of highest load on the VEPCO system. Furthermore, unless this project 
is operated as part of a large utility system, its optimum capacity value will not 
be realized. 

In other words, the engineering and factual evidence demonstrates con- 
clusively that the Roanoke Rapids plant as part of the VEPCO system would 
be fully dependable under adverse water conditions, without any regulation 
provided by Buggs Island reservoir. Engineering studies further show that 
the Buggs Island storage regulation will contribute on the average about 70 
million kilowatt-hours of additional power output a year at the Roanoke Rapids 
plant. Since this cannot add to the dependable capacity of the Roanoke Rapids 
plant, it will have only fuel replacement value on the VEPCO system. If VEPCO 
should operate its steam-electric generating plants to produce 70 million kilowatt- 
hours, the energy would have a cost of 3.79 mills per kilowatt-hour,’ or a little 
over $250,000 a year. 


1 An engineering witness for the Secretary of the Interior gave a value of 3.76 mills per 
kilowatt-hour for steam-electric generation of this much power. 
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In this connection, when the validity of the license was in question claims 
Were made that the value of the additional power output at Roanoke Rapids 
due to storage regulation at Buggs Island would be from $308,860 up to $1,955,000 
a year.2 One of the estimates of value so given was predicated upon a claimed 
average cost of power from a steam-electric plant amounting to about 10.1 mills 
per kilowatt-hour. Another estimate was said to be supported by a contract 
wherein VEPCO was billed at the equivalent rate of about 9.8 mills per kilowatt- 
hour for power purchased from another company. Both the 10.1 and 9.8 mill 
figures include capacity and energy components of cost for power generated by 
a steam-electric plant. However, neither figure is applicable here for there is 
no apparent way in which the Buggs Island reservoir operation can contribute 
to the dependable capacity of the Roanoke Rapids plant with its installed ca- 
pacity of 91,000 kilowatts as we previously found. 

With the ponding capacity which will result by establishing the height of the 
Roanoke Rapids pool at elevation 132 instead of at elevation 127 as once con- 
templated, that plant will be able to operate with greater flexibility than if the 
pond elevation was lower, and of course flexibility of plant operation is highly 
desirable in the operation of most hydroelectric plants, and especially so in this 
instance. Inclusion of the Roanoke Rapids plant as part of its system will enable 
VEPCO to use the flexibility of this plant to meet widely fluctuating peak loads 
much more economically than through the use of steam-electric plants for that 
purpose. Also it will improve the reliability of power supply in the area by 
providing generating capacity locally, make the area less subject to interrup- 
tions or disturbances caused by transmission-line outages, and improve to some 
extent the voltage regulation on the system in the area. 

The load factor at the Roanoke Rapids plant will be about 24 percent during 
the period of adverse streamflow and with the regulation provided by the 
Buggs Island reservoir.2 We point out, however, that the installation of 204,000 
kilowatts of capacity at the Buggs Island plant calls for operation of that plant 
at about 15 percent load factor, which means an even more severe peaking oper- 


2In addition to the estimates by VEPCO and the staff of the Commission, the average 
annual value of the Bhggs Island contribution to the Roanoke Rapids output was variously 
estimated at $308,860, $335,000, $662,000, $690,000, $707,000, $751,000. $817,620 
$880,800, and $1,955,000, depending upon the assumptions adopted. In each instance these 
other estimates included an allowance for an increase in the capacity value of the Roanoke 
Rapids plant due to Buggs Island regulation. The contention that the capacity value 
of the Roanoke Rapids plant would be increased was predicated upon an assumption that 
VEPCO must always operate that plant in the same position on its load curve during 
system peaks, regardless of the flow of water available, an unrealistic assumption for 
which no logical reason was given and one which we could not accept in the light of pre- 
vailing economical operating practices. It was also suggested that the additional power 
output made available at Roanoke Rapids by Buggs Island storage operations would be 
“firm energy,” because it would be supplied “during periods of relatively high system 
demands as specified by the supplier.” It should be obvious, however, that the storage 
releases from Buggs Island will be made solely to accommodate the power demands which 
the Buggs Island plant supplies and not the power demands on the VEPCO system, and 
that VEPCO will have absolutely no control over the Buggs Island operations by reason 
of its operation of Roanoke Rapids. 

3 Even in adverse water years, this will mean that the plant could be operated at full 
capacity for approximately 24 percent of the time and during average and high-flow 
water years it could be operated at full capacity from 43 percent to as .nuch as 60 percent 
of the time. During a period of extreme low flow without the Buggs Island regulation, 
the Roanoke Rapids plant could be operated for 19 hours as the load requires during the 
week of the VEPCO system peak, which gives it a high value on that system and is more 
than sufficient to make it dependable on that system load. Any additional hours of 
operation during the period of system peak load which may be made possible by storage 
releases from the Buggs Island reservoir will add to the energy output but obviously will 
not add to the dependable capacity of the Roanoke Rapids plant. 
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ation than is required at Roanoke Rapids. Hence the Buggs Island operation, 
within the limits of its hydraulic capacity and zero, must fluctuate the stream- 
flow even more severely than at Roanoke Rapids if it is to be economically and 
efficiently operated. 

Finally, certain streamflow conditions are required in the lower river, and if 
these conditions are to be fulfilled, either the Buggs Island peaking operations 
must be modified or the Roanoke Rapids ponding capacity must be utilized to 
smooth out the flow in the lower river. We have already provided in the license 
for minimum flows below the Roanoke Rapids plant and for limitations in the 
rates of variation in discharge past that plant, these requirements being imposed 
for navigation, the preservation of fish, and sanitation. The reservoir capacity 
which we are now finally authorizing will assist in meeting these requirements. 

While the Buggs Island operation is not subject to the licensing requirements 
of the Federal Power Act, nevertheless, if the same flow requirements were im- 
posed upon its operation as are carried in the Roanoke Rapids license, as 
obviously would be in the public interest, the power operations of the Buggs 
Island plant without Roanoke Rapids would be modified accordingly. Hence, 
the Roanoke Rapids pool with elevation at 132 feet will serve a very useful 
purpose of increasing the flexibility of operation at the Buggs Island plant. 

The U. S. Army Chief of Engineers approved normal operation of the Roanoke 
Rapids pool at elevation of 132 feet in his letter of April 27, 1949 upon the 
same conditions as are prescribed in paragraph 10 of our order of January 26, 
1951. These conditions having been met, the elevation of the pool should now 
be finally established for the reasons to which we have referred. 

The Commission orders: 

The normal operating height of the Roanoke Rapids pool to be created by the 
dam authorized in the license for project No. 2009 is hereby established at 
elevation 132 feet above mean sea level. 

Chairman Kuykendall not participating. 


Order amending order issuing certificate of public convenience and necessity 


Texas Eastern Transmission Corp., Alabama-Tennessee Natural Gas Co., 
Tennessee Gas Co., Shippensburg Gas Co., Consumers Gas Co. 


Docket Nos. G—1693, G—1473, G-1649, G-1727, G-1737 
June 1, 19538 


On July 3, 1952, the Commission issued its order accompanying opinion No. 231, 
whereby it authorized and directed Texas Eastern Transmission Corp. (Texas 
Eastern), inter alia, to reserve certain specified quantities of gas for the city 
of Lafayette, Tenn., the town of Belmont, Miss., and the Fulton Gas Co., subject 
to certain conditions set forth in the order. 

On April 1, 1953, Fulton Gas Co., and the town of Fulton, Miss., filed a joint 
petition requesting that paragraph (B)(1) of the Commission’s order be 
amended by the inclusion therein of a reservation of gas for the town of Fulton 
in daily volumes not to exceed 400 M. c. f. for a period of time not to exceed 
6 months from the date of such amended order, and that paragraph (B) (3) 
of said order be amended by the deletion therefrom of the reservation of gas 
provided therein for the Fulton Gas. Co. 

In said petition, it is stated that subsequent to the date of issuance of the 
order of July 3, 1952, officers and officials of Fulton Gas Co. and of the town 
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of Fulton entered into negotiations which resulted in an agreement that, in 
the event the town was able to secure the approval of its electorate for the 
issuance of the necessary revenue bonds and was otherwise capable of con- 
structing and maintaining its own municipal system, Fulton Gas Co. would 
surrender its franchise for service to such town. It is further stated that pur- 
suant to such agreement, an election was held in the town of Fulton on January 
20, 1953 which authorized the issuance and sale of municipal bonds necessary for 
construction of the proposed system; that the town of Fulton has entered into 
a contract with Cady & Co. of Columbus, Miss., and M. A. Saunders & Co., Inc., 
for the sale of such bonds; and that such purchasers have deposited with the town 
of Fulton, pursuant to the laws of the State of Mississippi, a good faith check 
to guarantee compliance with the terms of said contract. 

It appears from the petition and the data filed in connection therewith that 
the proposed system, as now proposed by the town of Fulton, is identical with 
that originally proposed to be constructed by Fulton Gas Co. except that the 
interest rate on the bonds to be issued would be increased from 5 percent to 
516 percent. At the new interest rate, debt coverage—the ratio of debt service 
charges to net revenues—would be 2.0249. In addition, Texas Eastern has 
stated in writing, in a motion for extension of time, in docket No. G—1693, filed 
with the Commission on January 23, 1953, that it consents to the proposed 
amendment. 

On April 21, 1953, Texas Eastern filed a petition requesting that paragraph 
(B) (1) of the order of July 3, 1952 be amended to provide that the period of 
reservation of gas therein set forth for the city of Lafayette, Tenn., and for 
the town of Belmont, Miss., be extended until September 1, 1953 and January 
1, 1954, respectively. In said petition, it is stated that the city of Lafayette, 
Tenn., has been delayed in its construction program but necessary construction 
arrangements have now been completed, and that construction has now been 
commenced and is expected to be completed during June of 1953. It is further 
stated that the town of Belmont has encountered difficulties in the sale of the 
necessary bonds, but that such sale is expected to be consummated in sufficient 
time to enable said town to commence to receive gas during September 1953. 

A separate petition was filed by the town of Belmont on April 14, 1953 in 
which it was requested that Texas Eastern be authorized and directed to re- 
serve gas for Belmont for an additional 6-months period. 

No protest to the granting of the said petitions has been received. 

The Commission finds: 

Public convenience and necessity require and it is reasonable and necessary 
in carrying out the provisions of the Natural Gas Act that paragraphs (B) (1) 
and (B)(3) of the Commission’s order in docket Nos. G—1693, et al., issued on 
July 3, 1952, be amended as hereinafter ordered. 

The Commission orders: 

(A) Paragraph (B)(1) of the order accompanying opinion No. 231, issued 
July 3, 1952, be and it is hereby amended in, and only in, the following respects: 

(i) By the inclusion therein of a reservation of gas for the town of Fulton, 
Miss., in daily volumes not to exceed 400 M. c. f.: Provided, however, That such 
reservation shall be for a period of 6 months from the date of issuance of this 
amendatory order; and Provided, further: That the town of Fulton shall, 
within 30 days from the date of issuance of this amendatory order, inform the 
Commission, in writing, that it agrees to purchase the gas so conditionally 
reserved under either Texas Eastern’s applicable GS or SGS rate schedule. 
(ii) By the extension of the period of reservation of gas for the city of 
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Lafayette, Tenn., and for the town of Belmont, Miss., until September 1, 1953 
and January 1, 1954, respectively. 
(B) Paragraph (B) (3) of said order issued July 3, 1952 be and it is hereby 
amended by the deletion therefrom of the reservation of gas for Fulton Gas Co. 
Chairman Kuykendall not participating . 





Findings and order issuing certificate of public convenience and necessity 
East Tennessee Natural Gas Co. 
Docket No. G-2146 
June 3, 1953 


On April 3, 1953, East Tennessee Natural Gas Co. (applicant), a Tennessee 
corporation with its principal office near Knoxville, Tenn., filed an application for 
a certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act, authorizing the construction and operation in Roane County, 
Tenn., of approximately 3.5 miles of 65-inch O. D. pipeline (together with reg- 
ulating, metering, measuring and other appurtenant equipment) extending in 
a southerly direction from a point interconnection with applicant’s existing 
Greenbrier-Oak Ridge 22-inch diameter pipeline to a point near the city of 
Harriman, as described in the application on file with the Commission and open 
to public inspection. The said proposed pipeline is to parallel applicant’s existing 
3%-inch O. D. diameter lateral pipeline to Harriman, which was constructed pur- 
suant to the certificate granted by the Commission’s order issued on August 24, 
1951, In the Matters of East Tennessee Natural Gas Co., docket Nos. G—1517, et 
al., for the purpose of delivering and selling natural gas to that city for resale 
therein and its environs (10 F. P. C. 1300 ). 

After due notice and pursuant to the Commission’s order issued herein on May 
8, 1953, a public hearing was held in Washington, D. C., on May 22 and 28, 1953, 
respecting the matters involved and the issues presented by the application. No 
protest to the granting of the application has been received. 

Applicant proposes by means of the facilities for which authorization is sought 
to provide additional pipeline capacity on that part of its system serving natural 
gas to the city of Harriman, Tenn., and thereby to be enabled to serve more 
adequately that city’s natural-gas requirements for resale in that community 
and its environs. 

The estimates of record disclose that applicant by means of the proposed 
facilities expects to deliver annually in the first year approximately 70,000 M. 
C. F. of firm gas and 1,297,000 M. C. F. of interruptible gas, increasing the de- 
liveries by the third year to approximately 145,000 M. C. F. of firm gas and 
1,308,000 M. c. f. of interruptible gas. The design data presented indicate that 
the facilities will be capable of providing on a peak day a delivery capacity of 
approximately 16,000 M. c.f. Such capacity appears adequate to render the serv- 
ice proposed, involving in the third year estimated peak-day volumes approxi- 
mating 10,000 M. c. f. The overall capital cost of the proposed facilities is esti- 
mated at $61,645 which applicant proposes, and from the record appears able, 
to finance from current funds on hand. The estimates of costs and revenues 
presented respecting applicant’s proposed expanded service to Harriman disclose 
that the facilities covered by this application are economically feasible. 

The Commission further finds: 
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(1) East Tennessee Natural Gas Co. (applicant) is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission, 7 F. P. C. 5. 

(2) The facilities hereinbefore described are to be used for the transportation 
and sale of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, as an integral part of applicant’s existing pipeline system, and the 
construction and operation thereof by applicant, are subject to the requirements 
of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure and all the requirements of the provisions of section 1.32 (b) of the Com- 
mission’s rules of practice and procedure (18 C. F. R. 1.32 (b) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(5) The proposed construction and operation of the proposed facilities by 
applicant are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued to applicant, East Tennessee Natural Gas. Co., authorizing it to 
construct and operate the facilities hereinbefore described, all as more fully 
described in the application and the record of this proceeding, subject to the 
terms and conditions of this order. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 


The certificate shall be void and without force or effect unless accepted in 
writing by applicant within 30 days from the issue date of the order issuing 
such certificate: Provided, however, That if an application for rehearing of 
such order is filed in accordance with section 19 of the Natural Gas Act, such 
acceptance shall be filed within 30 days from the issue date of the order of the 
Commission upon the application for rehearing or within 30 days from the date 
on which such application may be deemed to have been denied when the Com- 
mission has not acted on such application within 30 days after it has been filed: 
Provided, further, That if a petition for review is filed in accordance with the 
provisions of section 19 of the Natural Gas Act, such acceptance shall be filed 
within 30 days after final disposition of the judicial review proceedings thus 
initiated. 


(C) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be commenced within 90 days 
after the issuance of this order and shall be completed and actual operations 
thereunder commenced by applicant not later than 6 months subsequent to be- 
ginning of construction. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following : 

(i) within 10 days atter bona fide beginning of construction, notice of date of 
such beginning ; 

(ii) within one month after date of issuance of this order, a progress re- 
port showing the exact status of authorized construction ; 
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(iii) within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of 
the date of such placement and commencement ; 

(iv) within six months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement show- 
ing the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, con- 
tingencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimate of costs 
relied upon herein by applicant. 

(D) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations hereby authorized and in ac- 
cordance with the provisions of the Natural Gas Act, as well as any applicable 
rules, regulations, or orders of the Commission. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G—2115 
June 8, 1953 


On January 26, 1953, as amended and supplemented March 30, 1953, El Paso 
Natural Gas Co. (applicant), a Delaware corporation having its principal place 
of business at El Paso, Tex., filed an application for a certificate of public con- 
venience and necessity, pursuant to section 7 of the Natural Gas Act, authorizing 
the construction and operation of 2 miles of 2-inch pipeline extending from 
applicant’s existing 24-inch San Juan main line near valve No. 32 in the north- 
east quarter of section 26, township 22 north, range 5 east, -Coconino County, 
Ariz., together with a metering and regulating station at the terminus of the 
proposed 2-inch line near Bellemont, Ariz. 

The facilities herein involved will enable applicant to deliver natural gas to 
Southern Union Gas Co., for resale to the residents of the Wherry housing 
project in the vicinity of Bellemont. The estimated requirements are 17,297 
M. ec. f. annually and 409 M. c. f. on a peak day by the third year of operation. 
Rates to be charged by applicant will be those set forth in its rate schedule A-1 
on file with the Commission. 

Estimated cost of the proposed 2-inch line to be constructed, owned, and op- 
erated by applicant is $10,000 to be borne by Southern Union Gas Co. The 
estimated cost of the metering and regulating facilities is $6,900 and their 
financing is to be out of applicant’s current working funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
on May 27, 1953 respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 


(1) El Paso Natural Gas Co., a Delaware corporation, having its principal 
place of business at El Paso, Tex., is engaged in the transportation of natural 
gas in interstate commerce and the sale in interstate commerce of natural gas 
for resale for ultimate public consumption, and therefore is a “natural-gas com- 
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pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its January 11, 1944 order in docket No. G-288, 4 F. P. C. 486. 

(2) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(3) The facilities hereinbefore described are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, as integral parts of applicant’s existing pipeline system, and 
the construction and operation thereof by applicant are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(4) The public convenience and necessity require the attachment to the 
exercise of the rights granted under the certificate issued the terms and con- 
ditions hereinafter ordered, which are reasonable and necessary. 

(5) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of section 1.32 (b) (18 C. F. R. 
1.32 (b)) of the Commission’s rules of practice and procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to El Paso Natural Gas Co. authorizing it to construct and operate the 
facilities hereinbefore described as more fully described in the application. 

(B) The following condition be and the same hereby is attached to the 
issuance of the certificate issued in paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by applicant within 30 days from the issue date of the order issuing 
such certificate: Provided, however, That if an application for rehearing of such 
order is filed in accordance with section 19 of the Natural Gas Act, such accept- 
ance shall be filed within 30 days from the issue date of the order of the Com- 
mission upon the application for rehearing or within 30 days from the date 
on which such application may be deemed to have been denied when the 
Commission has not acted on such application within 30 days after it has been 
filed: Provided, further, That if a petition for review is filed in accordance with 
the provisions of section 19 of the Natural Gas Act, such acceptance shall be 
filed within 30 days after final disposition of the judicial review proceedings 
thus initiated. 

(C) The following conditions be and the same are hereby attached to the 
exercises of the rights granted by the certificate issued in paragraph (A) 
hereof : 

(1) The construction hereby authorized shall be commenced within 60 days 
after the issuance of this order and shall be completed and actual operations 
thereunder commenced by applicant not later than 4 months subsequent to be- 
ginning of construction. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following: 

(i) within 10 days after bona fide beginning of construction, notice of date 
of such beginning ; 
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(ii) within one month after date of issuance of this order, a progress report 
showing the exact status of authorized construction ; 

(iii) within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of 
the date of such placement and commencement ; 

(iv) within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement 
showing the actual cost of constructing authorized facilities by operating units, 
and showing separately the actual cost of labor, materials, rights-of-way, 
damages, surveys, engineering, inspection, overhead, interest during con- 
struction, contingencies, and all other items of cost, together with a statement 
showing and explaining the cause for any difference between actual cost and 
estimate of costs relied upon herein by applicant. 

(v) Applicant shall make the proposed sale and render the proposed service 
initially under its presently effective rate schedule A-1. 

(D) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations hereby authorized and in 
accordance with the provisions of the Natural Gas Act, as well as any applicable 
rules, regulations, or orders of the Commission. 


Order granting exemption from payment of annual charges 
City of Pasadena, California 
Project No. 1250 
June 3, 1958 


An application was filed May 1, 1953, by city of Pasadena, Calif., licensee 
for project No. 1250, for exemption from payment of annual charges for the 
year ended December 31, 1952, pursuant to the terms of section 10 (e) of the 
Federal Power Act and regulations of the Commission thereunder, on the 
grounds that part of the power developed by the project was used for State 
or municipal purposes and that part of the power developed by the project was 
sold to the public without profit. 

The licensee is a municipality within the definition of section 3 (7) of the 
Federal Power Act and is entitled to claim exemption from payment of annual 
charges under section 10 (e) of the act. 

The annual charges under the license for the project for the year ended 
December 31, 1952, amount to $493.45. However, in accordance with the Com- 
mission’s regulations, the statement of annual charges rendered by the Com- 
mission for the project for the year ended December 31, 1952, billed the licensee 
for $444.95, or 90.171 percent of the annual charges, representing the ratio of 
the power which was sold by it during the year 1952 to the total power. 

The application shows that the project operations for the year 1952 resulted 
in a net loss of $30,970.63 and that power was sold only to ultimate consumers. 

The Commission finds: 

The licensee is entitled to exemption of the net amount of annual charges for 
which it was billed for the year 1952. 

The Commission orders: 
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The licensee is hereby exempted from liability under the license for project 
No. 1250 for payment of the net Amount of annual charges of $444.95 for which 
it was billed for the calendar year 1952. 


Supplemental order authorizing issuance of securities 
Iowa Public Service Co. 
Docket No. E-6498 


June 3, 1953 


By order adopted May 14, 1953, the Commission authorized Iowa Public 
Service Co. (applicant) to issue and sell through competitive bidding $7,500,000 
principal amount of first mortgage bonds, percent series, due 1983, subject to 
the provisions, among other things, set forth in paragraph (B) of that order 
reading as follows: 

(B) The proposed issuance and sale at competitive bidding shall not be 
consummated until: 

(i) Applicant shall have amended its application pursuant to the re- 
quirements of section 34.2 (k) (3) of the Commission’s rules relating to 
compliance with competitive bidding requirements and section 34.2 (k) (4) 
of the rules, relating to affiliation, and shall have either filed such amend- 
ments or shall have mailed them and advised the Commission by telephone 
and telegraph as contemplated by section 34.9 of the rules. 

(ii) The Commission shall have approved the price to be received by the 
applicant for first mortgage bonds and the interest rate thereof, by a 
further order. 

Applicant on June 2, 1953, filed an amendment pursuant to the requirements 
of the order of May 14, 1953, setting forth that it proposes to accept, as repre- 
senting the lowest cost of money to it, the bid of Union Securities Corp. and 
Salomon Bros. & Hutzler to purchase the $7,500,000 principal amount of first 
mortgage bonds due 1983 for 98.81 and bearing interest at the rate of 4 percent 
per annum. 

The Commission finds: 

(1) The applicant has satisfactorily complied with the requirements of para- 
graph (B) of the order of May 14, 1953, and under the bid it proposes to 
accept for the first mortgage bonds the price to applicant and the interest rate 
thereon are reasonable. 

(2) The proposed issuance of first mortgage bonds as hereinafter authorized 
will be for a lawful object, within the corporate powers of applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance by the applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

The Commission orders: 

(A) The price of such first mortgage bonds and the interest rate thereon 
under the bid referred to above are approved as reasonable. 

(B) The proposed issuance and sale of first mortgage bonds referred to above, 
upon the terms and conditions and for the purpose specified in the application, 
as supplemented by the amendment referred to above, be and the same hereby 
are authorized, subject only to the provisions of paragraphs (C), (D) and (E) 
of the Commission’s order of May 14, 1953, in this matter. 
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Order approving exhibit 


The Montana Power Co. 


Project No. 1224 


June 4, 1953 


An application was filed April 1, 1953, by The Montana Power Co. licensee 
for transmission-line project No. 1224, for amendment of plans to provide for 
a change in the conductors of the 100,000—volt transmission line extending from 
Thompson Falls to a point on the Montana-Idaho State line. 

The print of drawing bearing serial No. 16039-F, which supplements exhibit 
M now part of the license, has been changed under heading: Power wires, items 
Nos. (1) and (3) to read “556,500 cm ACSR aluminum”, as requested by the 
applicant. 

Exhibit M, filed with the Commission on April 1, 1953, supersedes exhibit M 
covering the above-described line, exclusive of the print of drawing bearing 
serial No. 16039-F, and now part of license, which was received in the office of 
the Commission on June 30, 1933, describing the transmission line with copper 
conductors. 

The Commission finds: 

(1) The following above-referred-to exhibit with changes on print of drawing 
bearing serial No. 16039-F as requested by the applicant conforms to the Com- 
mission’s rules and regulations and should be approved as part of the license 
for the project: 

Exhibit M.—A general description of the transmission and telephone lines 
entitled “Coeur D’Alene transmission & telephone lines Thompson Falls—Idaho 
boundary line” in one type-written sheet filed with the Commission April 1, 1953, 
and supplemented by print of drawing bearing serial No. 16039-F, revised. 

(2) Superseded exhibit M, exclusive of print of drawing bearing serial 
No. 16039-F, now part of the license, should be eliminated from the license for 
the project. 

The Commission orders: 

(A) The exhibit specified and described in finding (1) 
approved as part of the license for the project. 

(B) Exhibit M, exclusive of the print of drawing bearing serial No. 16039—F, 
now part of the license, is eliminated from the license for the project. 


above is hereby 


Findings of the Commission 
Nebraska Mid-State Reclamation District 
Docket No. E-6414 


June 8, 1953 


On March 3, 1952, Nebraska Mid-State Reclamation District,*of Grand Island, 
Nebr., filed a declaration of intention under section 23 (b) of the Federal Power 
Act to construct a hydroelectric and irrigation project on the Platte River and 
certain of its tributaries in Dawson, Gosper, Buffalo, Hall, and Merrick Counties, 
Nebraska. 

Platte River is formed near the town of North Platte in southwest Nebraska 
by the confluence of the North and South Platte Rivers. These source tributaries 
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have their origin on the Continental Divide in Colorado and Wyoming. From 
North Platte, the main stream flows in a generally easterly direction 310 miles 
through southern Nebraska to join the Missouri River at Plattsmouth,. Nebr., 
613 miles above the mouth of the latter river. The principal tributaries of the 
Platte River are its source tributaries, the North and South Platte Rivers, 
the Loup River, which flows into the Platte at mile 103, and Elkhorn River, 
which flows into the Platte at mile 33. 

The proposed project will consist of a diversion dam across the Platte River 
(about mile 248) six miles west of Overton, Nebr., with a supply canal about 
15.5 miles long extending northeasterly therefrom to control works on the 
westerly end of the Elm Creek reservoir system to be formed by a series of 
dams and dikes across ravines and draws and interconnected by short canals. 
Water from the Elm Creek reservoir system will be diverted through the pro- 
posed Odessa power plant located 1144 miles north of the town of Odessa to the 
Kearney canal. Additional water will be diverted from the Elm Creek reservoir 
system through the proposed Wood River plant No. 1 into the proposed Riverdale 
reservoir to be located to the east in the Wood River watershed. Water from 
the Riverdale reservoir will be diverted through the proposed Wood River 
power plant No. 2 to be located about 614 miles north of the town of Odessa to 
the proposed Wood River reservoir forming a part of the proposed Staghorn 
reservoir system. Water from the proposed Wood River reservoir will be con- 
nected to 4 other reservoirs of the Staghorn system to be formed by a series of 
dams and dikes across ravines and draws. The total power installation at the 
Elm Creek reservoir and Staghorn reservoir system will be about 30,700 kilowatts, 
which energy will be connected with the Nebraska Public Power System for distri- 
bution. 

According to the declaration, only during the first few years, for the purpose 
of securing necessary revenue, will water be used by the proposed project for 
power development, but later most of the water so used will be consumed in 
irrigation, except for such return flow as may come from the irrigated lands. 

The Commission finds: 

(1) The construction and operation of the proposed Mid-State hydroelectric 
and irrigation project will not affect any public lands or reservations of the 
United States. 

(2) The interests of interstate or foreign commerce would not be affected 
by the construction and operation of the proposed Mid-State hydroelectric and 
irrigation project. 


Order reopening proceeding and amending certificate of public 
convenience and necessity 


The Ohio Fuel Gas Co. 
Docket No. G—1788 
June 8, 1953 


On April 10, 1953, The Ohio Fuel Gas Co. (applicant) filed a motion pursuant 
to section 16 of the Natural Gas Act to amend the Commission’s order issued 
November 21, 1951, in docket No. G—1788, so as to authorize applicant to abandon 
and remove approximately 19.1 miles of 6-inch transmission pipeline instead of 
22.3 miles of 6-inch pipeline in line R-356 extending from an existing line R-501 
in Jackson County, Ohio, to Gallipolis, Ohio, as described on page 1, paragraph 
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(2) of the Commission’s order of November 21, 1953. Applicant was also 
authorized to abandon and remove 1.6 miles of 4-inch, 5-inch and 8-inch pipeline in 
line R-356. 

Applicant by report to the Commission dated February 10, 1953, stated that 
the abandonment and removal of 19.1 miles of 6-inch and 1.6 miles of 4-inch, 
5-inch and 8-inch pipeline, pursuant to the Commission’s order of November 21, 
1951, was completed November 7, 1952, but that 3.2 miles of the 22:3 miles of 6-inch 
pipeline originally authorized to be removed will remain in service. Because of 
the demonstrated need to serve certain rural customers, it will be impractical 
to remove the entire transmission pipeline originally proposed to be removed. 

The Commission finds: 

(1) Because of changed conditions respecting service to certain rural customers 
served by 23.9 miles of applicant’s transmission pipeline R-356 extending from 
applicant’s existing line R-501 in Jackson County, Ohio, to Gallipolis, Ohio, 
which was authorized to be removed by the Commission under its order issued 
November 21, 1951, it is appropriate for carrying out the provisions of the 
Natural Gas Act to reopen the proceedings in docket No. G—1788. 

(2) It is in the public interest and public convenience and necessity require 
that paragraph (1), page 1, of the Commission’s order of November 21, 1951, be 
amended as requested by the applicant for the purpose of retaining in service 3.2 
miles of 6-inch transmission pipeline, as hereinafter ordered. 

The Commission orders: 

(A) The proceedings in docket No. G—1788 be and the same are hereby reopened 
for the sole purpose of considering whether changed conditions require the 
amending of the Commission’s order of November 21, 1951 (11 F. P. C. 1546). 

(B) The Commission’s order issued November 21, 1951 be and it is hereby 
modified as follows: Paragraph (1) of page 1 thereof amended to read: 

(2) The abandonment and retirement of approximately 19.1 miles 6-inch, and 
1.6 miles 4-inch, 5-inch and 8-inch pipeline in line R-356 extending from appli- 
eant’s existing line R-501 in Jackson County, Ohio, to Gallipolis, Ohio. 

That part of the narrative on page 1 of the Commission’s order issued November 
21, 1951 describing the cost of retirement should be and the same is hereby 
changed to read: 

* * * the book cost of 20.7 miles of line to be retired is $81,600, and cost of 
removing and salvage value of facilities to be retired are fixed by applicant at 
$32,800 and $39,200, respectively. 

Commissioner Wimberly not participating. 


Findings and order issuing certificate of public convenience and necessity for 
facilities in severed part of application 


El Paso Natural Gas Co.; Southern California Gas Co. and Southern Counties 
Gas Co. of California ; Pacific Gas Electric Co. 


Docket Nos. G—2106, G—1630, G—-1631, G—-1912 ; G-2104; G-2102 


June 10, 1953 


On December 15, 1952, Pacific Gas & Electric Co. (applicant), a California 
corporation having its principal place of business at 245 Market Street, San 
Francisco, Calif., filed an application for a certificate of public convenience and 
necessity pursuant to section 7 of the Natural Gas Act, authorizing, among 
other things, the construction and operation of facility C consisting of a tap 
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on applicant’s Topock-Milpitas pipeline, together with meter and regulating 
facilities, for the purpose of providing new service in the community of Boron, 
Calif., for an estimated 240 potential customers. Applicant estimates that the 
annual deliveries of natural gas will be 17,280 M. c. f. in the third year. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
June 5, 1953, respecting the matters involved and the issues presented by that 
part of the application in docket No. G—2102 which concerns construction and 
operation of facility C as described herein. No protest to the granting of the 
application has been received. 

On February 19, 1953, applicant filed a request, as supplemented on March 31, 
1953, that the above-described facility C be considered separately from the other 
facilities described in the application in docket No. G—2102. The proceedings 
on the above-entitled applications in docket Nos. G-2106, G—1630, G—1631, G— 
1912, G—2104 and G—2102 were consolidated for the purpose of a hearing to com- 
mence on June 1, 1953, by order issued April 22, 1953. By order issued May 13, 
1953, that part of the application in docket No. G—2102 concerning facility C, as 
described herein, was severed from the above-entitled consolidated proceedings 
and from the other matters contained in the said application in docket No. G— 
2102 for the purposes of separate hearing and disposition. 

The Commission finds: 

(1) Applicant, a California corporation with its principal place of business 
at San Francisco, Calif., is engaged in the transportation of natural gas in 
interstate commerce and the sale in interstate commerce of natural gas for re- 
sale for ultimate public consumption, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act. 

(2) The facilities hereinbefore described and denominated facility C, as more 
fully described in the application herein, are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as integral parts of applicant’s existing pipeline system, and 
the construction and operation thereof by applicant are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity, and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) Applicant, having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32(b) (18 
C. F. R. 1.32(b)) of the Commission’s rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing applicant to construct and operate the facilities here- 
inbefore described and denominated facility C, all as more fully described in 
the application in this proceeding and the exhibits appended thereto, for the 
transportation of natural gas therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(B) The following condition be and the same is hereby attached to the 
issuance of the certificate issued in paragraph (A) hereof: 

The certificate herein granted shall be void and without force or effect unless 
accepted in writing by applicant within 30 days from the date of issuance of this 
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order; Provided, however, That such acceptance may be filed within 30 days 
from the date of issuance of any order upon an application for rehearing, if 
any, of this order, or within 30 days from the date on which any such applica- 
tion may be deemed to have been denied when the Commission has not acted 
thereon: and Provided, further, That such acceptance may be filed within 30 
days after final disposition of the judicial review of proceedings initiated by 
any petition for review of this order. 

(C) The following conditions be and the same hereby are attached to the 
exercise of rights granted by the certificate issued in paragraph (A) hereof: 

(1) Construction of the facilities herein authorized shall be completed and 
the operation and service herein authorized shall be actually undertaken and 
regularly performed by applicant within 6 months from the date of issuance 
of this order. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following: 

(a) within 10 days after the bona fide beginning of construction, notice of 
the date of such beginning; 

(b) each 3 months after the date of issuance of this order, a progress report 
showing the exact status of the construction authorized herein ; 

(c) within 10 days after the facilities herein authorized have been con- 
structed and placed in service or any operation and service herein authorized 
has commenced, notice of the date of such placement and commencement; and 

(d) within 6 months after the facilities herein authorized have been con- 
structed and placed in service and operation as herein authorized has com- 
menced, a statement showing the actual cost of constructing said facilities by 
operating units, and showing separately the actual cost of labor, materials, 
rights-of-way, damages, surveys, engineering, inspection, overhead, interest 
during construction, contingencies, and all other items of cost, together with a 
statement showing and explaining the cause for any difference between actual 
cost and estimates of cost relied upon applicant in this proceeding. 

(D) This certificate is not transferable and shall be effective only so long 
as applicant continues the operation hereby authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or 
orders heretofore issued by the Commission. 

Commissioner Wimberly not participating. 


Order authorizing issuance of securities 
Gulf States Utilities Co. 
Docket No. E-6500 
June 10, 1953 


Gulf States Utilities Co. (applicant), a Texas corporation having its princi- 
pal business office at Beaumont, Tex., filed its application on May 15, 1953, and 
amendments thereto on May 21 and 26, 1953, for an order pursuant to section 204 
of the Federal Power Act, authorizing it to issue such additional shares of no 
par value common stock as will yield an aggregate price to the applicant of 
$6,000,000 before payment of expenses of issuance. 


Applicant proposes to offer the proposed shares of common stock through 
competitive bidding in accordance with the competitive bidding rules of this 
Commission. Applicant proposes, on June 12, 1953 (unless postponed) to invite 
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bids for the purchase of the additional common stock (i) by newspaper publica- 
tion and (ii) through distribution of a public invitation for bids for the purchase 
of common stock, setting forth terms and conditions relating thereto. 

The terms and conditions will provide that each bid must be for the aggregate 
purchase price of $6,000,000 and may be made by a single bidder or by a group 
of bidders. No bidder may submit or participate in more than one bid for the 
additional common stock. Each bid shall specify the aggregate number of 
whole shares of common stock to be purchased for the aggregate price of $6,000,000 
and shall state that each bidder agrees as soon as practicable to make a public 
offering of all the shares of common stock to be purchased by it, and must be 
accompanied by a certified or bank cashier’s check or checks for 5 percent of 
the aggregate purchase price of the common stock, namely, $300,000. All 
bids must be presented to the applicant before 11:00 o’clock a. m. (New York 
time) on June 23, 1953, unless postponed. Applicant reserves the right to reject 
all bids or exclude a bid or bids for reasons specified in the public invitation. 
Applicant will accept the bid which provides for the lowest number of whole 
shares of common stock to be purchased from the applicant. 

The purpose of the issuance of the additional common stock is to enable the 
applicant to obtain funds to reimburse its treasury in part for construction 
expenditures heretofore made and to provide the applicant with a portion of the 
funds required to carry forward its 1953 construction program. 

Written notice of the application has been given to the Railroad Commission 
of Texas and to the Public Service Commission of Louisiana and to the Governor 
of each of those States. Notice of the application has also been given by publi- 
cation in the Federal Register on May 26, 1953 (18 F. R. 3028), stating that any 
person desiring to be heard or to make any protest with reference to the appli- 
cation should file a petition or protest on or before June 5, 1953. No protest or 
petition or request to be heard in opposition to the granting of said application 
has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order dated October 9, 
1947, In the Matter of Gulf States Utilities Co., docket No. IT-6081, 6 F. P. C. 958. 

(2) The proposed issuance of additional common stock, no par value, will 
constitute an issuance of securities within the purview of section 204 of the 
Federal Power Act. 

(3) Applicant is not organized and operating in a state under the laws of 
which its security issues are regulated by a State commission within the meaning 
of section 204 (f) of the Federal Power Act, and the proposed issuance of 
securities is, therefore, not exempt by virtue of that section from the require- 
ments of section 204 of the act. 

(4) The proposed issuance of securities will enable applicant to obtain funds 
to reimburse its treasury for construction expenses heretofore made and to carry 
forward its 1953 construction program. 

(5) The proposed issuance and sale through competitive bidding of additional 
common stock, as hereinafter authorized will be for a lawful object, within the 
corporate purposes of the applicant and compatible with the public interest, 
which is appropriate for and consistent with the proper performance by the 
applicant of service as a public utility and which will not impair its ability 
to perform that service and is reasonably appropriate for such purposes. 
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The Commission orders: 

(A) The proposed issuance and sale of securities, described above, upon the 
terms and conditions, and for the purposes specified in the application, be and 
the same is hereby authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale at competitive bidding shall not be con- 
summated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of section 34.2 (k) (3) of the Commission’s rules relating to compliance 
with competitive bidding requirements and section 34.2 (k) (4) of the rules, re- 
lating to affiiliation, and shall have either filed such amendments or shall have 
mailed them and advised the Commission by telephone and telegraph as con- 
templated by section 34.9 of the rules. 

(ii) The Commission shall have approved the number of shares to be sold 
for the aggregate price of $6,000,000, by a further order. 

(C) This authorization shall expire unless the transactions hereby authorized 
are consummated with 60 days from the date of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determination of cost, or any other matter 
whatsoever which may come before this Commission, or any other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which 
this order relates. 

Commissioner Wimberly not participating. 


Order approving exhibit and adjusting annual charges 
Georgia Power Co. 
Project No. 1951 
June 12, 1953 


Pursuant to article 3 of the license for major project No. 1951, Georgia Power 
Co., licensee for the project, filed an application on March 17, 1950, as supple- 
mented June 19, 1952, for approval and inclusion in the license for the project 
of exhibit K maps showing the project area and project boundary. 

Examination of the maps revealed that certain lands of the United States 
between elevation 340 and 350 feet and totaling approximately 48 acres which 
are under the supervision of the Soil Conservation Service, Department of Agri- 
culture, are affected by the project. 

Exhibit K sheet 2 (F. P. C. No. 1951-9), has been revised in accordance with 
the licensee’s request to show the project boundary at elevation 350 feet on 
the lands of the United States. 

The Commission finds: 

(1) Exhibit K, in 10 sheets (F. P. C. Nos. 1951-8 through -17), as revised in 
part, conforms to the Commission’s rules and regulations and should be ap- 
proved as part of the license for the project. 

(2) The annual charges specified in article 17 of the license, as amended, 
should be adjusted to provide for recompensing the United States for the use, 
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occupancy, and enjoyment of its lands starting September 1, 1947, the effective 
date of the license, and such annual charge is reasonable as hereinafter fixed. 

The Commission orders: 

(A) The following exhibit is hereby approved as part of the license for the 
project: 

Erhibit K: Drawing No. 11-505-H 11 in 10 sheets (F. P. C. Nos. 1961-8 
through -17), showing the project area and boundary and filed in the Commis- 
sion on June 20, 1952. 

(B) The annual charges fixed in article 17 of the license, as amended, are 
hereby adjusted by imposing a charge starting September 1, 1947, the effective 
date of the license, for the use, occupancy, and enjoyment of lands of the 
United States, so that the article shall read as follows: 

Article 17. Subject to the provisions of section 10(e) of the act and the 
rules and regulations of the Commission thereunder, the licensee shall pay to 
the United States the following annual charges: 

A. For the purpose of reimbursing the United States for the costs of adminis- 
tration of part I of the act, 1 percent per horsepower on the authorized installed 
capacity (61,000 horsepower), plus 2% cents per 1,000 kilowatt-hours of gross 
energy generated by the project during the calendar year for which the charge 
is made; and 

B. For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, $96.00, starting September 1, 1947. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in section 313(a) of the act, 
and failure to file such an application shall constitute acceptance of this instru- 
ment. In acknowledgment of the acceptance of this instrument, it shall be 
signed for the licensee and returned to the Commission within 60 days from the 
date of this order. 

Commissioner Wimberly not participating. 


Order issuing minor-part license (transmission line) 
South Carolina Public Service Authority 
Project No. 2117 
June 12, 1953 


Application was filed August 4, 1952 by South Carolina Public Service Au- 
thority, of Moncks Corner, S. C., for a license under the Federal Power Act 
(hereinafter referred to as the act) for a minor part of a project involving a 
transmission line only, designated as transmission line project No. 2117, located 
in Aiken, Edgefield and McCormick Counties, S. C., and affecting lands of the 
United States within Sumter National Forest and lands acquired for the Clark 
Hill project located on the Savannah River. 

The partly constructed project consists of : 

(a) All lands of the United States constituting the project area and enclosed 
by the project boundary or the limits of which are otherwise defined ; 

(b) A 115-kilovolt single-circuit transmission line 27.6 miles long extending 
from Aiken, S. C., to Clark Hill substation ; and 

(c) All other structures, equipment or facilities used or useful in the main- 
tenance and operation of the project and located on the project area. 
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The project lands and project works are more specifically shown and de- 
scribed by certain exhibits which formed part of the application for license 
and which are designated and described as: 

Echibit J: (F. P. C. No. 2117-1) General map, Clark Hill-Aiken 115-kilovolt 
line ; 

Evhibit K: (F. P. C. No. 2117-2) Property map, Clark Hill-Aiken 115-kilovolt 
line ; 

Evhibit M: One typewritten sheet entitled “General description of mechanical, 
electrical and transmission equipment.” 

Exhibits J, K and M signed South Carolina Public Service Authority by R. M. 
Jefferies, general manager on July 28, 1952. 

According to the application for license, the energy transmitted by the line 
will be obtained from the Clark Hill hydroelectric development owned by the 
United States and may at some later date transmit fuel-generated energy to 
the Clark Hill switchyard for distribution to other localities. 

The Office of the Chief of Engineers, Department of the Army, and the 
Chief, Forest Service, Department of Agriculture, have reported on the 
application. 

The Commission finds: 

(1) The partly constructed 115-kilovolt transmission line from Aiken to Clark 
Hill is a primary line as defined in section 3 (11) of the act, and, therefore, is 
subject to the licensing authority of the Federal Power Commission. 

(2) The applicant is a municipality created under the laws of the State of 
South Carolina and has submitted satisfactory evidence of compliance with 
the requirements of all applicable state laws insofar as necessary to effect the 
purposes of a license for the transmission line. 

(3) No conflicting application is before the Commission. 

(4) The project does not affect any Government dam, nor will the issuance of 
a minor-part license therefor, as hereinafter provided, affect the development 
of any water resources for public purposes which should be undertaken by the 
United States itself. 

(5) A minor-part license subject to and containing conditions as hereinafter 
provided will not interfere or be inconsistent with the purposes for which the 
Sumter National Forest was created or acquired. 

(6) The applicant has submitted satisfactory evidence of its financial ability 
to construct and operate the project. 

(7) The amount of annual charges to be paid by the licensee under the 
minor-part license for the purpose of reimbursing the United States for the costs 
of administration of part I of the act, and for recompensing it for the use, 
occupancy, and enjoyment of its lands, is reasonable as hereinafter fixed and 
specified. 

(8) The exhibits designated and described in the second paragraph of this 
order conform to the Commission’s rules and regulations and should be approved 
as a part of the minor-part license. 

(9) It will be the public interest to waive the following terms and conditions 
of part I of the act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army 
and to public notice; 6, insofar as it relates to public notice and to the accept- 
ance and expression in the minor-part license of terms and conditions of the 
act which are hereinafter waived; 10 (a); 10 (c), insofar as it relates to de- 
preciation reserves; 10 (d); 10 (f) ; 11; 12; 14, except insofar as the power of 
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condemnation is reserved; 15; 18; 19; 20; 22; and 23 (a), insofar as it relates to 
the determination of fair value. 

The Commission orders: 

(A) This minor-part license is issued under sections 4 (e) and 10 (i) of the 
act to South Carolina Public Service Authority (hereinafter referred to as the 
licensee) for a period of 50 years, effective as of the first day of the month in 
which acceptance hereof is filed with the Commission, for the construction, op- 
eration and maintenance of minor-part project No. 2117, subject to the terms 
and conditions of part I of the act which is hereby incorporated by reference 
as a part of this license (except that the terms and conditions of part I of the 
act referred to in finding (9) above are hereby waived to the extent therein 
specified), and subject to such rules and regulations as the Commission has 
issued or prescribed under the provisions of the act. 

(B) The exhibits referred to in finding (8) above are approved as a part 
of this license. 

(C) This license is subject also to the terms and conditions set forth in 
form L-8* entitled “Terms and conditions of license for minor-part project 
(transmission line) affecting lands of the United States,” which terms and 
conditions, described as articles 1 through 14, are attached hereto and made a 
part hereof, and subject to the following special conditions set forth herein as 
additional articles: 

Article 15. The licensee shall begin the construction of said project works on 
or before March 1, 1952, shall thereafter in good faith and with due diligence 
prosecute such construction, and shall complete same on or before June 30, 1953, 
such construction to be in substantial conformity with the approved exhibits 
hereinbefore described or as changed in the manner hereinbefore provided. 

Article 16. The licensee shall pay the United States the suppression costs and 
damages resulting from any fires caused by the construction or maintenance of 
the transmission line authorized by this license. 

Article 17. The licensee shall be responsible for prevention and control of soil 
erosion and gullying on right-of-way over government lands covered by this 
license and lands adjacent thereto resulting from construction or maintenance 
of the transmission line, and shall vegetate with grass or herbaceous plants 
all ground where the soil has been exposed, and shall construct and maintain 
such preventive works to accomplish this result as may be prescribed by the 
Commission upon the recommendation of the agency of the United States having 
jurisdiction over the lands affected. 

Article 18. The licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of ad- 
ministration of part I of the act, $5.00; and 

(ii) For the purpose of recompensing the United States for the use, occupancy 
and enjoyment of its lands used for transmission line right-of-way only, $42.68. 

Article 19. The portion of transmission line traversing lands acquired for the 
Clark Hill reservoir project shall be constructed, operated and maintained in 
accordance with such rules and regulations as may be prescribed by the Com- 
mission upon the recommendation of the Department of the Army, in addition 
to those prescribed herein. 

(D) This order shall become final within 30 days from the date of its 
issuance unless application for rehearing shall be filed as provided by section 
313 (a) of the act, and failure to file such an application shall constitute ac- 


*See p. 1017. 
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ceptance of this license. In acknowledgement of the acceptance of this license, 
it shall be signed for the license and returned to the Commission within 60 
days from the date of issuance of this order. 

Commissioner Wimberly not participating. 


FORM L-8 


TERMS AND CONDITIONS OF LICENSE 


FOR MINOR-PART PROJECT 
(TRANSMISSION LINE) 
AFFECTING LANDS OF THE UNITED STATES 


Article 1. Those parts of the project described in the order of the Commission 
and located on lands owned by the United States or on lands in which the 
United States holds an interest shall be subject to all the provisions, terms, and 
conditions of the license. 

Article 2. No substantial change shall be made in the maps, plans, and state- 
ments described and designated as exhibits and approved by the Commission 
in its order as part of the license, until such change shall have been approved by 
the Commission: Provided, however, That if the licensee or the Commission 
deems it necessary or desirable that said approved exhibits, or any of them, 
be changed, there shall be submitted to the Commission for approval amended, 
supplemental, or additional exhibit or exhibits covering the proposed change 
which, upon approval by the Commission, shall become a part of the license and 
shall supersede, in whole or in part, such exhibit or exhibits theretofore made 
a part of the license as may be specified by the Commission. 

Article 3. The project area and project works shall be in conformity with 
the approved exhibits and if the licensee shall contemplate any alteration in or 
addition to the project area or project works, the licensee shall submit to the 
Commission for approval amended, supplemental, or additional exhibits as pro- 
vided in article 2 hereof to show and describe such alteration or addition, 
together with the statement in writing setting forth the reasons which neces- 
sitate or justify such alteration or addition. Except when emergency shall re- 
quire for the protection of life, health, or property, no alteration or addition 
not in conformity with the approved exhibits shall be made to any project 
works under the license without the prior approval of the Commission; and any 
emergency alteration or addition so made shall thereafter be subject to such 
modification and change as the Commission may direct. 

Article 4. The project, including its construction, operation, and maintenance 
and any work incident to additions or alterations conducted upon lands of the 
United States shall be subject to the inspection and supervision of such officer or 
agent as the Commission may designate, who shall be the authorized represent- 
ative of the Commission for such purposes. The licensee shall furnish to said 
representative such information as he may require concerning the construction, 
operation, and maintenance of the project, and of any alteration thereof, and 
shall notify him of the date upon which work with respect to any construction 
or alteration will begin, and as far in advance thereof as said representative may 
reasonably specify, and shall notify him promptly in writing of any suspension of 
work for a period of more than one week, and of its resumption and completion. 
The licensee shall allow said representative and other officers or employees of 
the United States, showing proper credentials, free and unrestricted access to, 
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through, and across the project lands and project works in the performance of 
their official duties. 

Article 5. The Licensee shall make provision, or shall bear the reasonable 
cost, as determined by the agency of the United States affected, of making pro- 
vision, for avoiding inductive interference between any project transmission 
line or other project facility constructed, operated, or maintained under the 
license, and any radio installation, telephone line, or other communication 
facility installed or constructed before or after construction of such project 
transmission line or other project facility and owned, operated, or used by such 
agency of the United States in administering the lands under its jurisdiction. 
None of the provisions of this article is intended to relieve the Licensee from 
any responsibility or requirement which may be imposed by other lawful au- 
thority for avoiding or eliminating inductive interference. 

Article 6. In the construction and maintenance of the project works, the 
Licensee shall place and maintain suitable structures and devices to reduce to a 
reasonable degree the liability of contact between its transmission lines, and 
telegraph, telephone, and other signal wires or power transmission lines con- 
structed prior to its transmission lines and not owned by the Licensee, and 
shall also place and maintain suitable structures and devices to reduce to a 
reasonable degree the liability of any structures or wires falling and obstructing 
traffic and endangering life on highways, streets, or railroads. 

Article 7. The Licensee shall clear such portions of transmission line rights- 
of-way across lands of the United States as are designated by the officer of the 
United States in charge of the lands; shall keep the areas so designated clear 
of new growth, all refuse, and inflammable material to the satisfaction of such 
officer ; shall trim all branches of trees in contact with or liable to contact the 
transmission line; shall cut and remove all dead or leaning trees which might 
fall in contact with the transmission line; and shall take such other pre- 
cautions against fire as may be required by such officer. No fires for the 
burning of waste material shall be set except with the prior written consent 
of the officer of the United States in charge of the lands as to time and place. 

Article 8. Timber on lands of the United States cut, used, or destroyed in 
the construction and maintenance of the project works or in the clearing of 
said lands shall be paid for in accordance with the requirements of and at the 
current stumpage rates applicable to the sale of similar timber by the agency 
of the United States having jurisdiction over said lands; and all slash and 
debris resulting from the cutting or destruction of such timber shall be disposed 
of as the officer of such agency may direct. 

Article 9. The Licensee shall do everything reasonably within its power and 
shall require its employees, contractors, and employees of contractors to do 
everything reasonably within their power, both independently and upon request 
of officers of the agency of the United States having jurisdiction over the 
government lands involved, to prevent and suppress fires on or near lands 
occupied under the license. 

Article 10. The Licensee shall be liable for injury to, or destruction of, any 
buildings, bridges, roads, trails, lands, or other property of the United States, 
occasioned by the construction, maintenance or operation of the project works 
or of the works appurtenant or accessory thereto under the license. Arrange- 
ments to meet such liability, either by compensation for such injury or de- 
struction, or by reconstruction or repair of damaged property, or otherwise, 
shall be made with the appropriate department or agency of the United States. 

Article 11. The Licensee shall allow any agency of the United States, without 
charge, to construct or permit to be constructed on, through, and across the 
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project lands, conduits, chutes, ditches, railroads, roads, trails, telephone and 
power lines, and other means of transportation and communication not incon- 
sistent with the enjoyment of said lands by the Licensee for the purposes stated 
in the license. This article shall not be construed as conferring upon the 
Licensee any right to use, occupancy, or enjoyment of the lands of the United 
States other than for the construction, operation, and maintenance of the 
project as stated in the license. 

Article 12. If the Licensee shall cause or suffer essential project property to 
be removed or destroyed or to become unfit for use, without replacement, or 
shall abandon or discontinue good faith operation of the project for a period 
of three years, or refuse or neglect to comply with the terms of the license and 
the lawful orders of the Commission mailed to the record address of the 
Licensee or its agent, the Commission will deem it to be the intent of the 
Licensee to surrender the license. and not less than 90 days after public notice 
may in its discretion terminate the license. 

Article 13. Upon abandonment of the project the Licensee shall remove all 
buildings, equipment and power lines from lands of the United States and re- 
store said lands to a condition satisfactory to agency having jurisdiction over 
the lands and shall fulfill such other obligations under the license as the 
Commission may prescribe. 

Article 14. The right of the Licensee and of its transferees and successors to 
use or occupy lands of the United States under the license for the purpose of 
maintaining the project works or otherwise, shall absolutely cease at the end 
of the license period, unless a new license is issued pursuant to the then 
existing laws and regulations. 


Order accepting surrender of license (transmission line) 
California Electric Power Co. 
Project No. 1123 
June 17, 1953 


An application was filed on May 5, 1953, by California Electric Power Co., 
licensee for transmission-line project No. 1123, for surrender of its license for 
the project which was issued on January 7, 1931, for a period terminating 
November 2, 1971. 

The project works consist of two 11-kilovolt transmission lines, known as 
the Forest Home line and the Seven Oaks branch line, and a 2.2-kilovolt distri- 
bution line, all located in San Bernardino County, Calif., and affecting lands 
of the United States within the San Bernardino National Forest. 

Upon being advised by the licensee of its plans to change the location and to 
increase the voltage of the 11-kilovolt lines to 33-kilovolts, the Commission by 
letter dated March 29, 1950, advised that the electric lines (as then existing and 
as proposed to be altered) are not subject to the Commission’s licensing au- 
thority under part I of the Federal Power Act. The Commission’s letter 
suggested that the licensee surrender its license for project No. 1123 after 
securing authority from the U. S. Forest Service for the continued operation 
of the lines. Such authority has been obtained. 

The licensee has paid annual charges under the license through December 31, 
1952 and has returned its copy of the instruments constituting the license. 

The Commission finds: 
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The electric lines constituting project No. 1123, as originally licensed and as 
reconstructed, are not parts of a project as defined in section 3(11) of the 
Federal Power Act and, therefore, they are not subject to the licensing authority 
of the Commission. Consequently, acceptance of surrender of license for the 
project is appropriate as hereinafter provided. 

The Commission orders: 

Surrender of the license for transmission-line project No. 1123 is hereby 
accepted, effective as of December 31, 1952. 


Order authorizing issuance of short-term promissory notes 
Community Public Service Co. 
Docket No. E-6503 
June 19, 1953 


Community Public Service Co. (applicant), a corporation organized and 
existing under the laws of the State of Delaware and domesticated in the 
States of New Mexico and Texas, having its principal business office at Fort 
Worth, Tex., on May 28, 1953, filed an application and amendment thereto on 
June 8, 1953, with the Federal Power Commission for an order authorizing the 
issuance by applicant of promissory notes and the renewals thereof maturing on 
or before June 30, 1954, not in excess of a total of $2,500,000 to be outstanding 
at any one time, to be issued to Forth Worth banking institutions. 

Applicant has presently outstanding short-term notes in the face amount of 
$1,600,000 issued under the authority of the Commission’s order issued March 6, 
1953, in docket No. E-6476, which it proposes to renew at their maturity dates 
for additional periods of 120 days. 

Applicant proposes to borrow from Fort Worth banks for 120-day periods 
additional sums aggregating $900,000, exclusive of and in addition to the 
$1,600,000 in outstanding loans, and to renew such additional short-term loans 
for periods extending through March 1954. Such borrowing will be made at 
the prime interest rate in effect in Fort Worth, Tex., at the time of each 
borrowing. Applicant expects to pay off all short-term obligations by permanent 
financing with mortgage bonds undertaken during the latter part of February 
or the early part of March 1954. 

Applicant states that no finder’s fee or other fee, commission or remuneration 
will be paid to any third person in connection with the notes and the total 
proceeds of the notes will be used for the construction, completion, extension 
or improvement of applicant’s facilities. 

Written notice of the aforesaid application has been given to the Public 
Service Commission of New Mexico, Railroad Commission of Texas and to the 
Governor of each of those States. Notice of the application has also been given 
by publication in the Federal Register on June 5, 1953 (18 F. R. 3241), stating 
that any person desiring to be heard or to make any protest with reference to the 
application should file a petition or protest on or before June 15, 1953. No pro- 
test or petition or request to be heard in opposition to the granting of said 
application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order entered December 
22, 1952, In the Maiter of Community Public Service Co., docket No. E-6466. 
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(2) The proposed issuance of the notes described above will constitute an is- 
suance of securities within the purview of section 204 of the act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of section 204 (f) of the Federal Power Act, and the proposed issuance of 
securities is, therefore, not exempt by virtue of that section from the require- 
ments of section 204 of the act. 

(4) The proposed issuance of short-term notes in the aggregate amount of 
$2,500,000, described above, will be in excess of 5 percent of the par value of 
other securities of the applicant and therefore will not be exempt by section 
204 (e) from the requirements of section 204 (a) of the Federal Power Act. 

(5) The proposed issuance of short-term notes as hereinafter authorized will 
be for a lawful object, within the corporate purposes of the applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance by applicant of service as a public utility, and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes, 

(6) The public notice given the aforesaid application is reasonable. 

The Commission orders: 

(A) The proposed issuance of short-term promissory notes by applicant and 
the renewals thereof maturing on or before June 30, 1954, in an aggregate face 
amount not in excess of $2,500,000 at any one time at the prime interest rate 
in effect at the Fort Worth banks at the date of issuance thereof upon the terms 
and conditions and for the purposes specified in the application, be and the same 
hereby are authorized and approved subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions hereby authorized 
are consummated before March 31, 1954. 


Order further amending license (major) 
City of Tacoma, Wash. 
Project No. 1862 
June 23, 1953 


Application was filed June 10, 1952 by the city of Tacoma, Wash., licensee for 
major project No. 1862, for amendment of its license (1) to omit therefrom the 
double circuit 110-kilovolt La Grande-65th Street switching station transmission 
line and the 65th Street switching station; and (2) to omit the section of the 110- 
kilovolt Alder-La Grande-Tacoma transmission line between the Tideflats sub- 
station and Cowlitz substation. 

The applicant states that the old wooden pole double-circuit 55-kilovolt trans- 
mission line from La Grande to 65th Street switching station, which was re- 
insulated for 110-kilovolt during the late war, has been abandoned and the 
entire line will be salvaged, except for a small portion thereof within the city 
lim**s, which is used for distribution purposes. A new substation, known as 
the Cowlitz substation, is being constructed south of Tacoma and it has been 
designed as a receiving station for incoming high voltage power from the 
Nisqually, Cowlitz and Bonneville lines for distribution to interconnecting 110- 
kilovolt lines to other substations. The Cowlitz substation replaces the Tide- 
flats substation in the system as the distribution point of Nisqually River power 
for the south end of the city. 
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The effect of the amendment of the license is (1) to eliminate from the 
license the old wooden pole transmission line from La Grande to 65th Street 
switching station; (2) to eliminate from the license the 65th Street switching 
station; (3) to eliminate the section of the Alder-La Grande-Tacoma 110- 
kilovolt transmission line between Tideflats substation and Cowlitz substation; 
and (4) reduce the amount of lands of the United States occupied by the pro- 
ject transmission lines and the resulting reduction of the annual charges. No 
additional lands of the United States will be affected by the amendment of 
license. 

The length of transmission line to be removed from lands of the United 
States is approximately 5 miles, the right-of-way for which varies in width 
from 20 feet to 70 feet. The equivalent 100-foot right-of-way would be 2.095 
miles in length. 

The Department of the Army, Office of the Chief of Engineers, has reported 
no objection to the removal of the transmission line. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not reduce or 
expand the basic facts upon which the license was issued and amended. 

(2) The 65th Street switching station and the double circuit, wood pole 110- 
kilovolt transmission line from La Grande to 65th Street switching station have 
been abandoned and salvaged and, therefor, should be removed from the license 
because it is not now a part of a project as defined in section 3 (11) of the Fed- 
eral Power Act. 

(3) The lands of the United States in the Fort Lewis Military Reservation, 
constituting a part of the right-of-way of the transmission line described in (2) 
above, should be removed from the project and the item of annual charges 
therefor should also be eliminated. 

(4) Exhibit K (F. P. C. Nos. 1862-29, 30, and 31) revised by the Commission 
staff to conform to the data filed on June 10, 1952 by the licensee should be re- 
approved as part of the license. 

(5) Exhibit K (F. P. C. Nos. 1862-32, 33, and 34) should be eliminated from 
the license. 

(6) Article 3 of the license should be changed by eliminating therefrom the 
letter C, second line, and substituting the letter B as the designation. 

The Commission orders: 

(A) Exhibit K (F. P. C. Nos. 1862-29, 30 and 31) as revised is reapproved 
and made a part of the license and exhibit K (F. P. C. Nos. 1862-32, 33 and 34) 
is deleted from the license. 

(B) The license for project No. 1862 is hereby further amended, effective as 
of January 1, 1953; said amendment being: 

(i) Article 32 and subparagraph C of article 23, as amended, are hereby deleted. 

(ii) Article 3 of the license is hereby amended to read as follows: 

Article 3. The maps, plans, specifications, and statements designated and 
described as exhibits in paragraphs A and B of article 2 hereof, and approved 
by the Commission, are hereby made a part of this license, and no substantial 
change shall hereafter be made in said exhibits, or in any of them, until such 
change shall have been approved by the Commission: Provided, however, That 
if the licensee deems it necessary or desirable that said approved exhibits, or 
any of them, be changed, there shall be submitted to the Commission for approval 
amended, supplemental, or additional exhibit or exhibits covering the proposed 
changes which, upon approval by the Commission, shall become a part of this 
license, and shall supersede, in whole or in part, such exhibit or exhibits thereto- 
fore made a part of this license as may be specified by the Commission. 
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(iii) Article 2 is hereby further amended to read as follows: 

Article 2. The project covered by and subject to this license is located on and 
along Nisqually River in Thurston, Pierce, and Lewis Counties, Wash., and 
consists of: 

(a) All lands constituting the project area and enclosed by the project 
boundary or the limits of which are otherwise defined, and/or interest in such 
lands necessary or appropriate for the purposes of the project, whether such 
lands or interest therein are owned or held by the licensee or by the United 
States; such project area and project boundary being more specifically shown 
and described by certain exhibits which formed part of the applications for 
amendment of the license and which are designated and described as follows: 

Erhibit J—(Revised) : Drawing No. AS—1008 (F. P. C. No. 1862-1) ; 

Erhibit K :—Sheet No. 1, drawing No. AS-1165 (F. P. C. No. 1862-39) ; Sheet 
Nos. 2 to 6, inclusive, drawing No. AS-1016 to —1020, inclusive (F. P. C. Nos. 
1862-3 to -7, inclusive), except for the project boundary shown thereon; 

Erhibit K :—Revised Sheet Nos. 1 to 3, inclusive drawing Nos. AS—1119 to 1121, 
inclusive (F. P. C. Nos. 1862-29 to -31, inclusive). 

(b) All project works comprising the following: 

(1) The upstream development consisting of a concrete arch dam about 300 
feet high known as the Alder Dam; a storage reservoir with about 170,000 
acre-feet of usable storage capacity at elevation 1207 feet; a powerhouse located 
at the foot of the dam having installed capacity of 69,000 horsepower operating 
under a gross head of about 265 feet, a switchyard; two transmission lines, 
one rated at 6,600 volts and the other rated at 110,000 volts, extending from 
the Alder switchyard to the La Grande development; and appurtenant facilities; 
and 

(2) The downstream development, consisting of a gravity concrete diversion 
dam about 200 feet high known as the La Grande Dam; a regulating reservoir 
with a capacity of about 10,000 acre-feet; a concrete-lined tunnel 14% feet in 
diameter and about 6,500 feet long; a surge tank; steel penstocks; a power 
house having a total installed capacity of 87,000 horsepower comprised of four 
units of 8,000 horsepower each and one of 55,000 horsepower, all operating under 
a gross head of 420 feet; a switchyard; a 110,000-volt double circuit steel 
tower transmission line 24.74 miles long from La Grande to the Cowlitz substation 
in Tacoma; and appurtenant facilities. 


the location, nature, and character of which are more specifically shown 
and described by the exhibits hereinbefore cited and by certain other exhibits 
which also formed part of the application for license or amendment thereof 
and which are designated and described as follows: 


Evrhibit L: 

Drawing No. FPC No. 
et acai eset ip aces ceca Sagal iacantianlies 1862-8 
TR icin testi iesnepeiseniaisnicl ai eisiaaaiiailiiiainitahadaiied 1862-9 
I ficial cai eit intensities 1862-10 
SI Sika ccccesnicart tits ada ol since rea iameadaag ai teaecs 1862-11 
Scie siitacinnsisiea sundial lic capama ai a 1862-12 
Fe Ci thiksicincinscscanininbinsninnntinlainmainiitiniintilnliiapyldiibiiis 1862-13 
i ceciccicaiemicecctencaiteas a ails ipinsini aia 1862-14 
DF tactician hie isi fpanitepenipaiiapamiieidaadainiaaailiaiaia 1862-15 
AN cacti snerii pcan caiphlataidaoalaiaimaaiialdedaaicat 1862-16 
TE pettiness ieee lacs ion inmapicaliaa aaea 1862-17 
DOR initccnccinininittimintiaiiaiibiaaiintidguinaanés 1862-18 


AP-1009 to -1012, inclusive._..........---..__.. 1862-19 to -22, inclusive 
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Echibit L—Continued 


Drawing No. FPO No. 
IO ii tnd carci eam aecaiaiaa coisa 1862-23 
MII hah tsi acca ce ia aac lai 1862-24 
Ri ee ctniddichubsiinnmindmebtie 1862-25 
CD Oa hi cts citicctinc ib kcicicinieaaiaciiiaila -- 1862-26 
AS-1011 as revised by Commission order dated 
PUD BG Bins ctescseiacaciitscaccitsibsianisltniintiniaalianaaiil 1862-27 
Sn ik cacti dasa tain hb ichiciaibs touts 1862-28 
BPaEITS to HURT, GIG a a aiiiicccictanrnceicitiaian 1862-35 to -37, inclusive 
Ih tsi ales cscs scissiictdcasisslainicee tlt icine ileal tatiana 1862-38 


Exhibit M:—Five typewritten sheets filed in the Commission April 28, 1942, 
consisting of the general description and general specifications of mechanical, 
electrical and transmission equipment for the additions to the La Grande power 
plant and the Alder power plant; and 

Drhibit M (Supplemental) :—Two typewritten sheets consisting of the gen- 
eral description and specifications of mechanical, electrical and transmission 
equipment of the existing La Grande power plant, except for the description of 
the 110-kilovolt line from La Grande to 65th Street switching station, filed in 
the Commission on June 10, 1944. 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as part of the project is 
approved or acquiesced by the Commission; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the maintenance 
or operation of the project. 

(d) The authorized installed capacity of the project is 156,000 horsepower. 

(C) This order shall become final within 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by section 313 (a) of 
the Federal Power Act. Failure to file such application shall constitute accept- 
ance of this license amendment. In acknowledgment of the acceptance of this 
license amendment, it shall be signed for the licensee and returned to the Com- 
mission within 60 days from the date of issuance of this order. 


Supplemental order authorizing renewal of short-term promissory notes 
Southern Utah Power Co. 
Docket No. E-6435 


June 24, 1953 


7 


By order issued June 27, 1952, Southern Utah Power Co. (applicant) was 
authorized to issue a promissory note payable not more than one year from 
the date thereof in an amount not exceeding an aggregate of $250,000, bearing 
interest at a rate not in excess of 3% percent per annum, and a note or notes 
in renewal thereof having maturity dates not later than July 1, 1954. Pursuant 
to such authorization applicant issued its note in the face amount of $250,000 
to The Chase National Bank of the city of New York, bearing interest at the 
rate of 344 percent per annum, which matures July 15, 1953. 
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On June 8, 1953, applicant filed a supplemental application for authority to 
issue a promissory note payable to The Chase National Bank of the city of 
New York in renewal of its presently outstanding note in the face amount of 
$250,000 which matures July 15, 1953, said renewal note to be dated as of the 
date of borrowing in July 1953 and to mature July 1, 1954 and bear interest at 
a rate not in excess of % of 1 percent per annum above the prime rate in New 
York City at the time of the loan but in no event in excess of 4 percent per annum. 

The Commission finds: 

(1) The proposed issuance of the short-term promissory note in renewal of 
the presently outstanding note in the face amount of $250,000 which matures 
July 15, 1953 is an issuance of securities within the purview of section 204 of 
the Federal Power Act. 

(2) The proposed issuance of the short-term note as hereinafter authorized 
will be for a lawful object, within the corporate purposes of the applicant and 
compatible with the public interest, which is appropriate and consistent with 
the proper performance by applicant of service as a public utility, and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

The Commission orders: 

(A) The proposed issuance of the short-term note in the aggregate amount of 
$250,000, bearing interest at a rate not in excess of 4 percent per annum, with 
maturity date not later than July 1, 1954, in renewal of the presently outstanding 
note with maturity date of July 15, 1953, heretofore authorized, upon the terms 
and conditions and for the purpose specified in the supplemental application, 
referred to above, hereby is authorized subject to the provisions of this order. 

(B) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any matter whatsoever which 
may come before this Commission or any other regulatory body, and nothing 
in this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or 
asserted. 

(C) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 


Supplemental order authorizing issuance of securities 
Gulf States Utilities Co. 
Docket No. E-6500 
June 24, 1953 


By order issued June 10, 1953, the Commission authorized the Gulf States 
Utilities Co. (applicant) to issue and sell through competitive bidding such ad- 
ditional shares of common stock, no par value, as would yield an aggregate price 
to the applicant of $6,000,000 before payment of expenses of issuance, subject 
to the provisions, among other things, set forth in paragraph (B) of that order 
reading as follows: 

(B) The proposed issuance and sale at competitive bidding shall not be con- 
summated until: 

“(i) Applicant shall have amended its application pursuant to the requirements 
of section 34.2 (k) (3) of the Commission’s rules relating to compliance with 
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competitive bidding requirements and section 34.2 (k) (4) of the rules, relating to 
affiliation, and shall have either filed such amendments or shall have mailed 
them and advised the Commission by telephone and telegraph as contemplated 
by section 34.9 of the rules. 

“(ii) The Commission shall have approved the number of shares to be sold 
for the aggregate price of $6,000,000 by a further order.” 

The applicant on June 23, 1953 filed an amendment pursuant to the require- 
ments of the order of June 10, 1953, setting forth that it proposes to accept as 
representing the best price to it, the bid of Stone & Webster Securities Corp. to 
purchase 316,622 shares of common stock, no par value, for the aggregate price of 
$6,000,000, resulting in a price to applicant of $18.95 per share. 

The Commission finds: 

(1) The applicant has satisfactorily complied with the requirements of par- 
agraph (B) of the order of June 10, 1953, and under the bid it proposes to accept 
for the common stock the number of shares of such stock to be sold to yield an 
aggregate amount of $6,000,000 before payment of expenses of issuance is reason- 
able. 

(2) The proposed issuance of common stock as hereinafter authorized will be 
for a lawful object, within the corporate powers of applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance by the applicant of service as a public utility and which will not 
impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 

The Commission orders: 

(A) The number of shares of common stock to be issued and sold by applicant 
to yield to it an aggregate amount of $6,000,000 before payment of expenses of 
issuance under the bid referred to above is approved as reasonable. 

(B) The proposed issuance and sale of common stock referred to above, upon 
the terms and conditions and for the purposes specified in the applicativun, as 
supplemented by the amendment referred to above, be and the same hereby are 
authorized subject only to the provisions of paragraphs (C), (D) and (E) of 
the Commission’s order of June 10, 1953, in this matter. 


Order authorizing issuance of securities 
Otter Tail Power Co. 
Docket No. B-6501 


June 24, 1958 


Otter Tail Power Co. (applicant), a corporation organized and existing under 
the laws of the State of Minnesota and qualified to transact business in the 
States of North Dakota and South Dakota, having its principal business office 
at Fergus Falls, Minn., on May 27, 1953, filed an application with the Federal 
Power Commission for an order pursuant to section 204 of the Federal Power 
Act (act) authorizing the issuance by applicant of unsecured promissory notes, 
unlimited in amount, subject to the condition that not more than $4,000,000 
principal amount of such notes shall be outstanding at any one time. Applicant 
proposes to issue said notes from time to time prior to December 31, 1954, bearing 
interest at such rate as may be negotiated with the lender but not in excess of 
4 percent per annum and will mature within one year or less from the date 
of issuance. 
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Applicant proposes to negotiate with the First National Bank of Minneapolis, 
First National Bank of Fergus Falls and Fergus Falls National Bank and Trust 
Co. and with other commercial banks if more favorable terms can be secured for 
the loans to be evidenced by such notes. 

Applicant has presently outstanding an aggregate of $1,070,000 principal 
amount of unsecured notes having maturity of less than one year from the date 
thereof which were issued pursuant to section 204 (e) of the act for which 
no prior authorization by this Commission was required. 

Applicant will incur no underwriters’ commission or fees incident to the pro- 
posed issuance of the notes in question and will use the proceeds arising there- 
from to reimburse its treasury for expenditures made and to be made for the con- 
struction, completion, extension or improvement of its facilities. These short- 
term loans are to be utilized pending permanent financing. 

Written notice of the application has been given to the Railroad & Warehouse 
Commission of Minnestota, Public Utilities Commission of South Dakota, Public 
Service Commission of North Dakota and to the Governor of each of those States. 
Notice of the application has also been given by publication in the Federal Regis- 
ter on June 4, 1953 (18 F. R. 3212) stating that any person desiring to be heard 
or to make any protest with reference to the application should file a petition or 
protest on or before June 12, 1953. No protest or petition or request to be heard 
in opposition to the granting of said application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order entered July 30, 
1946, In the Matter of Otter Tail Power Company, docket No. IT-5996, 5 F. P. C. 
676. 

(2) The proposed issuance of the notes described above will constitute an 
issuance of securities within the purview of section 204 of the act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the meaning 
of section 204 (f) of the Federal Power Act, and the proposed issuance of securi- 
ties is, therefore, not exempt by virtue of that section from the requirements of 
section 204 of the act. 

(4) The proposed issuance of short-term notes in the aggregate amount of 
$4,000,000, described above, wil be in excess of 5 percent of the par value of 
other securities of the applicant and therefore will not be exempt by section 
204 (e) from the requirements of section 204 (a) of the Federal Power Act. 

(5) The proposed issuance of short-term notes as hereinafter authorized will 
be for a lawful object, within the corporate purposes of the applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance by applicant of service as a public utility, and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes 

(6) The public notice given the aforesaid application is reasonable. 

The Commission orders: 


(A) The proposed issuance of short-term promissory notes by applicant in an 
aggregate principal amount not in excess of $4,000,000 at interest rates to be 
negotiated with the lenders but in no event in excess of 4 percent per annum to 
be issued from time to time prior to December 31, 1954 and maturing in one year 
or less from the date of issuance thereof upon the terms and conditions and for 
the purposes specified in the application, be and the same hereby are authorized 
and approved subject to the provisions of this order. 
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(B) This authorization shall expire unless the transactions hereby authorized 
are consummated on or before December 31, 1954. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuation, estimates or determinations of cost, or any other matter 
whatsoever, which may come before this Commission or any other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which 
this order relates. 


Order confirming and approving temporary rate schedules 


United States Department of the 
Interior, Bonneville Power Administration 


Docket No. E-6504 
June 24, 1958 


The Assistant Secretary of the Interior, acting for the Bonneville Power 
Administration (Bonneville) and the Administrator thereof, on June 2, 1953, 
filed a request that the Federal Power Commission confirm and approve, for an 
interim period, the application of the presently existing rates of Bonneville, 
heretofore confirmed and approved, to the disposition of power and energy 
produced at certain new projects in the Columbia River basin, namely Albeni 
Falls, Big Cliff, Detroit, Lookout Point and McNary. 

The request for approval of the interim rates, submitted as set forth above, 
is pursuant to the provisions of the River & Harbor Act of 1945 with respect to 
the McNary project and to the requirements of the Flood Control Act of 1944 
with respect to the 4 other projects. 

The allocations of project costs upon which the rates for electric service are 
to be based are not presently available with respect to the 5 projects here under 
consideration. 

Bonneville anticipates that electric energy will be made available to the 
Administrator for disposition from these various projects as follows: 

Detroit, June 1953 

McNary, June 1953, house service unit only, main units 
December 1953 

Big Cliff, April 1954 

Albeni Falls, August 1954 

Lookout Point, October 1954. 

Pursuant to the requirements of the Bonneville Act, the Bonneville Power 
Administrator is presently making studies to determine what changes, if any, 
should be made in the existing rate schedules applicable to the sale of electric 
energy from all projects for which he is the marketing agent, such changes to 
become effective on the next periodic rate adjustment date. 

By reason of the circumstances set forth above, Bonneville requests that its 
presently approved rates be made applicable to the disposition of electric energy 
generated at the 5 projects until such time as the rates can be established on 
the next periodic rate adjustment date, which is stated to be December 20, 1954. 
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The Commission finds: 

(1) It is appropriate for the purposes of the River & Harbor Act of 1945 and 
the Flood Control Act of 1944 that the rate schedules and general rate schedule 
provisions of Bonneville, heretofore confirmed and approved and presently in 
effect, be made applicable to the disposition of electric energy generated at the 
5 projects, hereinabove identified, for the interim period as hereinafter authorized. 

(2) Orderly administration of the provisions of the Bonneville Act, Flood 
Control Act of 1944 and River & Harbor Act of 1945 for the confirmation and 
approval of proposed rate schedules will be facilititated by the filing thereof by 
Bonneville at least 90 days prior to the proposed effective date thereof. 

The Commission orders: 

The rate schedules and general rate schedule provisions of Bonneville, here- 
tofore confirmed and approved, be made applicable to the disposition of electric 
energy produced by the Detroit, McNary, Big Cliff, Albeni Falls and Lookout 
Point projects for the interim period ending December 20, 1954, as follows: 

(a) At-site wholesale firm power rate schedule A-4, effective March 1, 1946. 

(b) Transmission system wholesale firm power rate schedule C4, effective 
March 1, 1946. 

(c) Wholesale power rate schedule E-4, effective April 1, 1948, as amended 
July 3, 1952. 

(d) Wholesale power rate schedule F-4, effective April 1, 1948. 

(e) Wholesale power rate schedule R-1, effective April 1, 1948. 

(f) Wholesale dump energy rate schedule H-3, effective March 1, 1946. 

(g) General rate schedule provisions, effective April 1, 1948, as amended 
December 12, 1951, and October 8, 1952. 


Order terminating proceeding 


The United Gas Improvement Co., Complainant, vs. The Manufacturers Light 
& Heat Co., Defendant. 


Docket No. G-2109 
June 25, 1953 


By complaint filed on January 12, as supplemented on March 11, and June 3, 
1953, The United Gas Improvement Co. (UGI) complains that The Manufacturers 
Light & Heat Co. (Manufacturers) is and has been, in violation of the Natural 
Gas Act and the orders of this Commission, unjustly discriminating against 
UGI’s Leghigh Valley gas division (Lehigh), formerly Allentown-Bethlehem 
Gas Co.; Reading gas division (Reading), formerly Consumers Gas Co.; Harris- 
burg gas division (Harrisburg), formerly The Harrisburg Gas Co. ; and Lancaster 
County Gas Division (Lancaster), formerly Lancaster County Gas Co.1 

UGI, in support of its claim of discrimination, submits that Manufacturers is 
refusing to accord any consideration to meeting certain natural gas requirements 
of UGI, as hereinafter described, on the sole ground that Manufacturers claims 
it is not authorized to meet such requirements under the authorizations granted 
by this Commission in its opinion No. 188 and accompanying order issued Decem- 
ber 19, 1949, at docket Nos. G—-1247, et al., as modified by order issued December 
23, 1952. 





1The Allentown-Bethlehem Gas Co., Consumers Gas Co., The Harrisburg Gas Co. and 
Lancaster County Gas Co. were merged into The United Gas Improvement Co. as of 
December 81, 1952. 
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UGI requests in the way of relief that Manufacturers be directed to discon- 
tinue what it alleges to be discrimination against it. 

Manufacturers in its answer filed February 6, 1953, alleges that it believes 
that it is not authorized to provide such part of the natural gas requirements 
of UGI which it may from time to time have in its Lehigh Valley, Reading and 
Lancaster County divisions as represents gas needed to replace gas available to 
the UGI companies other sources at the time of the issuance of the Commission’s 
opinion No. 188 and accompanying order at docket No. G—1247, such as the coke 
oven gas which was available at time of issuance of said opinion and order from 
the Bethlehem Steel Co. 

Manufacturers denies that it is unjustly discriminating against UGI, or that 
it is acting contrary to the order of the Commission issued in docket No. G—1247 
and section 4 (b) of the Natural Gas Act. Manufacturers requests the Com- 
mission to determine the scope of its authority pursuant to the Commission’s 
opinion No. 188 and accompanying order in docket No. G—1247. 

UGI and Manufacturers have requested that this issue be resolved on the 
basis of the record in docket No. G—1247, and the pleadings herein, without 
formal hearing. 

The Commission in its opinion No. 188 in docket No. G-1247 stated that: 

On July 29, 1949, the Manufacturers Light & Heat Co. (Manufacturers), 
a Pennsylvania corporation and a natural-gas company, filed its application 
(docket No. G-1247) which was supplemented on August 11, 1949, and on 
August 15, 1949, seeking authorization to construct and operate certain 
facilities, as an integral part of its interstate pipeline system, for the sale 
and delivery of all of the natural gas requirements of Allentown, Consumers, 
Harrisburg and Lancaster, provided a daily volume of 7,500 M. c. f. of gas 
is delivered to it by Texas Eastern Transmission Corp. (Texas Eastern) in 
addition to other volumes already authorized. The 7,500 M. c. f. is specified 
as the gas which Texas was directed, in our order of March 30, 1949, in 
docket No. G-1089, to make available to Allentown, Consumers and Harris- 
burg, which volume the latter three companies request, in their respective 
dockets, be made available to them through Manufacturers. 

In its order which accompanied opinion No. 188 the Commission provided that: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing applicant to construct and operate the facilities 
hereinbefore described, all as more fully described in the application in these 
proceedings, for the transportation and sale of natural gas as therein set 
forth, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order. 

The plain language of the Commission’s opinion and order clearly shows that 
Manufacturers have full authorization to meet the requirements of UGI as succes- 
sor in interest to Allentown-Bethlehem Gas Co., Consumers Gas Co., The Harris- 
burg Gas Co., and Lancaster County Gas Co., within its ability to doso. It must 
be understood, however, that the authority granted to Manufacturers does not 
authorize it to disregard the respective rights of its other customers when its 
supply of natural gas is limited. 

The allegations of the complainant filed by UGI do not justify the conclusion 
that Manufacturers is or has been discriminating against UGI in violation of 
the Commission's orders and the provisions of the Natural Gas Act. 

UGI in its complaint and Manufacturers in its answer indicate that with 
clarification of the Commission’s opinion No. 188 and accompanying order, the 

companies involved will be in a position to forthrightly consider their respective 
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obligations and rights with respect to the future supply of natural gas provided 
for in said opinion and order. 

The Commission orders: 

The relief requested with respect to The United Gas Improvement Co. claim 
of discrimination be and the same is hereby denied and the above-entitled pro- 
ceeding is terminated. 


Findings and order issuing certificate of public convenience and necessity 
New York State Natural Gas Corp. 
Docket No. G-—2162 
June 25, 1953 


On April 27, 1953, New York State Natural Gas Corp. (applicant) filed with 
the Commission an application for a certificate of public convenience and neces- 
sity, and supplements thereto on May 4 and May 15, 1953, pursuant to section 7 
of the Natural Gas Act, authorizing the construction and operation of facilities 
subject to the jurisdiction of the Commission, consisting of approximately 10 miles 
vf 20-inch transmission pipeline extending southwesterly from a point of con- 
nection with an existing 16-inch transmission pipeline in the Driftwood Gas 
Field, Oameron County, Pa., to a point in the newly extended area of the Drift- 
wood gas pool. 

Temporary authorization for the construction and operation of the facilities 
requested was issued by the Commission on May 29, 1953. Pursuant to due notice, 
a public hearing was held in Washington, D. C., on June 19, 1953, respecting the 
matters involved and the issues presented by the application and supplements 
filed herein. No protest to the granting of the application has been received. 

The facilities herein involved will enable applicant to extend an existing 
transmission pipeline into a newly developed section of the Driftwood Gas Field, 
cameron County, Pa., and make available additional volumes of natural gas 
aeeded to meet gas requirements of applicant’s general system. Applicant esti- 
mates 34 billion cubic feet of gas will be withdrawn from the area, with initial 
volumes available being on the order of 100,000 M. c. f. daily, of which 90,000 
M. c. f. daily will be transported through the proposed line. 

The estimated cost of the proposed facilities is $595,000 which will be paid 
out of applicant’s cash and funds to be obtained by issuance of securities to 
applicant’s parent, Consolidated Natural Gas Co. 

The Commission finds: 

(1) New York State Natural Gas Corp., a New York corporation, having its 
principal place of business in Pittsburgh, Pa., owns and operates, among other 
facilities, a natural-gas transmission pipeline system located in the States of 
Pennsylvania and New York, is engaged in the transportation and sale of natural 
gas in interstate commerce for resale for public consumption subject to the 
jurisdicition of the Commission, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion in its order of October 27, 1942, in docket No. G-312, 3 F. P. C. 844. 

(2) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 


(3) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce for resale for public 
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consumption, subject to the jurisdiction of the Commission, as integral parts 
of applicant’s existing pipeline system, and the construction and operation thereof 
by applicant are subject to the requirements of subsections (c) and (e) of section 
7 of the Natural Gas Act. 

(4) The public convenience and necessity require the attachment to the ex- 
ercise of the rights granted under the certificate issued the terms and conditions 
hereinafter ordered, which are reasonable and necessary. 

(5) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(6) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of section 1.32 (b) (18 C. F. R. 
1.32 (b)) of the Commission’s rules of practice and procedure having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final de- 
cision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to New York State Natural Gas Corp. authorizing it to construct and 
operate the facilities hereinbefore described. 

(B) The following condition be and the same hereby is attached to the issu- 
ance of the certificate issued in paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by applicant within 30 days from the issue date of the order issuing such 
certificate: Provided, however, That if an application for rehearing of such order 
is filed in accordance with section 19 of the Natural Gas Act, such acceptance 
shall be filed within 30 days from the issue date of the order of the Commission 
upon the application for rehearing or within 30 days from the date on which such 
application may be deemed to have been denied when the Commission has not 
acted on such application within 30 days after it has been filed: Provided, further, 
That if a petition for review is filed in accordance with the provisions of Section 
19 of the Natural Gas Act, such acceptance shall be filed within 30 days after 
final disposition of the judicial review proceedings thus initiated. 

(C) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be commenced within 60 days 
after the issuance of this order and shall be completed and actual operations 
thereunder commenced by applicant not later than 4 months subsequent to be- 
ginning of construction. 

(2) Applicant shall file with the Commission, in writing and under oath, 
an original and 4 conformed copies of the following: 

(i) within 10 days after bona fide beginning of construction, notice of date of 
such beginning ; 

(ii) within one month after date of issuance of this order, a progress report 
showing the exact status of authorized construction ; 

(iii) within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of 
the date of such placement and commencement ; 

(iv) within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement show- 
ing the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, contin- 
gencies, and all other items of cost, together with a statement showing and ex- 
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plaining the cause for any difference between actual cost and estimate of cost 
relied upon herein by applicant. 

(D) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations hereby authorized and in 
accordance with the provisions of the Natural Gas Act, as well as any applicable 
rules, regulations, or orders of the Commission. 


Order accepting plan of financing and Federal Power Commission 
gas tariff for filing 


Gulf Interstate Gas Co. 
Docket No. G—2058 


June 26, 1953 


By order issued on May 20, 1953, accompanying opinion No. 251, ante p. 116 the 
Commission issued a certificate of public convenience and necessity to Gulf Inter- 
state Gas Co. (Gulf Interstate), authorizing the construction and operation of 
a natural-gas transmission pipeline system as specified therein, subject to the 
conditions, among others, that Gulf Interstate within 30 and 60 days from the 
date of issuance of said order, respectively, file with the Commission its plan 
of financing with firm commitments, satisfactory to the Commission, which will 
provide the required funds to meet the cost of constructing the facilities there- 
by authorized, and an appropriate F. P. C. gas tariff, which shall be satisfactory 
to the Commission. 

On June 11, 1953, Gulf Interstate submitted for filing its plan of financing 
pursuant to the condition contained in said order as hereinbefore referred to, and 
on June 18, 1953, filed an amendment to the plan of financing, revising in cer- 
tain particulars the plan filed on June 11, 1953. 

On June 24, 1953, Gulf Interstate submitted for filing its F. P. C. gas tariff, 
original volume No. 1, pursuant to the foregoing condition. 

In its amended plan of financing, Gulf Interstate proposes to offer $13,969,000 
of 6 percent interim notes, due December 1, 1954, and 3,492,400 shares of $5 
par value common stock, to be sold in units consisting of $20 principal amount 
of 6 percent interim note and 5 shares of common stock, said units to be first 
offered on a subscription basis at $48.75 per unit to holders of the common stock 
of Panhandle Eastern Pipe Line Co., to holders of the class B and common 
shares of Missouri-Kansas Pipe Line Co., and to The Superior Oil Co. The plan 
also provides for the sale of an additional 27,797 units in certain events to 
insure the company proceeds of not less than $33,000,000. Such plan represents 
a modification of the original plan for financing proposed by Gulf Interstate in 
the proceeding herein, by increasing the interest rate on interim notes from 
514 percent to 6 percent, and by proposing to offer $13,969,000 of such notes 
rather than $13,500,000 and to offer 3,494,000 shares of $5 par value common stock 
rather than 3,650,000 shares of $1 par value stock to be sold at $5.50 per share as 
originally proposed. Gulf Interstate proposes no change in its plan for issuance 
of pipe line bonds under its amended plan of financing, except that it proposes, 
under a new bond purchase agreement, to sell $96,000,000 of 414 percent first 
mortgage pipe line bonds, of which $48,000,000 are to be sold to Metropolitan Life 
Insurance Co., $16,000,000 to New York Life Insurance Co., and the balance to 18 
other life insurance companies or fiduciaries. 
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Gulf Interstate has submitted, in connection with its amended plan of financing, 
a preliminary copy of its S-1 registration statement, amendment No. 1, filed with 
the Securities & Exchange Commission. 

Said amended plan indicates that Gulf Interstate will, if such amended plan 
is followed, realize a minimum of $33,000,000 from the sale of its notes and stock, 
and $96,000,000 from the sale of bonds. On this basis, the capitalization, after 
issuance of the securities as proposed by Gulf Interstate, will be as follows: 





AEG RIS THIEN SS cdicinccnkcauacuseacss $96, 000,000 74% 

ACNE TNO ok cee encanta 13,960,000 11 

I: UNO cin carne nitcciedion tan aecadisam aaa Ma diiatta 19, 040,000 15 
alarm etd eae eae $129, 000,000 100% 


It appears from the schedule appearing on Gulf Interstate’s registration state- 
ment S-1 that Gulf Interstate expects underwriting commissions for the sale of 
each $48.75 unit of notes and stock to be from $1.25 minimum to $3.50 maximum, 
with net proceeds to the company ranging from $47.47 to $45.31, depending upon 
the number of units subscribed under the proposed plan. 

Gulf Interstate has included as exhibit B to its plan of financing a form of 
purchase contract with Carl M. Loeb, Rhoades & Co., and Merrill Lynch, Pierce, 
Fenner & Beane for underwriting the sale of the notes and common stock of 
Gulf Interstate. Such contract has not been executed by the parties thereto. 

Gulf Interstate’s F. P. C. gas tariff, original volume No. 1, contains the cost- 
formula arrangement specified by the order issued on May 20, 1953. Said tariff 
also provides for a rate schedule based upon the rates of depreciation and rate 
of return specified in said order, contains a provision for crediting tax accruals 
against working capital requirements, and specifies the basic formula for credits 
to United Fuel Gas Co. for hydrocarbons extracted by Gulf Interstate. 

Gulf Interstate has advised the Commission that it proposes to notify the 
Commission of the effective date of the tariff not less than 30 days prior to the 
completion of the facilities authorized by the Commission’s order issued on 
May 20, 1953. 

The Commission finds: 

(1) Gulf Interstate’s amended plan of financing and its F. P. C. gas tariff, 
original volume No. 1, as filed on June 18, 1953, and on June 24, 1953, respectively, 
are satisfactory to the Commission, subject to the terms and conditions herein- 
after set forth. 

(2) It is appropriate in carrying out the provisions of the Natural Gas Act to 
require, as a condition to the acceptance of the amended plan of financing sub- 
mitted by Gulf Interstate as satisfactorily complying with the requirements con- 
tained in the Commission’s order issued on May 20, 1953, that Gulf Interstate 
shall accomplish its financing arrangements in substantial accordance with such 
amended plan of financing, by the execution of the purchase contract between 
Gulf Interstate and Carl M. Loeb, Rhoades & Co., and Merrill Lynch, Pierce, 
Fenner & Beane in substantially the form included in said amended plan of 
financing. 

The Commission orders: 

(A) Gulf Interstate Gas Co.’s F. P. C. gas tariff, original volume No. 1, as 
tendered for filing on June 24, 1953, is hereby accepted for filing as satisfactorily 
complying with the condition with respect thereto contained in the Commission’s 
order herein issued on May 20, 1953. Gulf Interstate shall notify the Commission 
at least 30 days prior to the date of completion of the facilities authorized by 
said order of the precise effective date of said tariff. 
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(B) Gulf Interstate’s amended plan of financing is accepted in satisfactory 
compliance with the conditions contained in the Commission’s order issued on 
May 20, 1953 subject to the following condition: 

Gulf Interstate shall accomplish its financing arrangement in substantial ac- 
cordance with its amended plan of financing by the execution of the purchase 
contract between Gulf Interstate and Carl M. Loeb, Rhoades & Co., and Merrill 
Lynch, Pierce, Fenner & Beane, in substantially the form set for the said 
amended plan of financing. 

(C) Within 30 days after the consummation of such amended plan of financing, 
Gulf Interstate shall report to the Commission the fact thereof, together with a 
statement, in writing and under oath, showing that such plan was executed in 
compliance with the terms and conditions herein provided. 

(D) Nothing contained in this order shall be construed as a waiver of the 
requirements of section 7 of the Natural Gas Act, nor shall it be construed as 
constituting approval by the Commission of any service, rate, charge, classitica- 
tion, or any rule, regulation, contract or practice affecting such service or rate 
provided in Gulf Interstate Gas Co.’s tariff, nor shall this order be deemed as 
recognition of any claimed contractual right or obligation affecting or relating to 
such tariff. 

(E) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by this Commission in any proceeding now pending or 
hereafter instituted by or against Gulf Interstate Gas Co. 

Commissioner Wimberly not participating. 


Findings and order issuing certificate of public convenience and necessity 
Texas Eastern Transmission Corp. 
Docket No. G—2166 
June 29, 1953 


On April 30, 1953, Texas Eastern Transmission Corp. (applicant), a Delaware 
corporation having its principal place of business at Shreveport, La., filed an 
application, and on May 14, 1953, a supplement to that application, for a certificate 
of public convenience and necessity, pursuant to section 7 of the Natural Gas 
Act, for authority to dismantle and remove a 2,000-horsepower standby centrif- 
ugal compressor unit from its existing compressor station No. 17 on its 24-inch 
transmission line near Circleville, Ohio, and to reinstall and operate the same 
at or near its existing compressor station No. 1 on its 24-inch transmission line 
at Longview, Texas, in order to enable applicant to receive into its existing 
24-inch line at Longview additional quantities of natural gas from United Gas 
Pipe Line Co. (United), pursuant to an existing exchange agreement with United 
dated April 20, 1950. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 23, 1953, respecting the matters involved in and the issues presented by 
the application as supplemented. No protests to the application have been re- 
ceived. 

The reinstallation and operation of the compressor unit will enable applicant 
to reduce the operating line pressure on its 24-inch line at Longview from 800 


pounds per square inch gauge to 715 pounds per square inch gauge and permit 
United to deliver volumes of gas into the 24-inch line against the lower operating 
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pressure, thereby enabling United to deliver an additional 52,000 M.c.f. per day. 
No change in authorized service will result from the proposed removal and re- 
location. 

The estimated costs of the proposed project are approximately $53,650 and 
financing is to be out of funds currently on hand. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
at Shreveport, La., is engaged in the transportation of natural gas in interstate 
commerce and the sale in interstate commerce of natural gas for resale for 
ultimate public consumption, and is, therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order of October 10, 1947, in docket No. G-880, 6 F. P. C. 148. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of applicant’s existing pipe- 
line system, and the construction and operation thereof by applicant are sub- 
ject to the requirements of subsections (c) and (e) of section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 C. F. R. 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(5) The proposed removal and reinstallation of the facilities hereinbefore 
described to permit the additional deliveries of gas by United to applicant and 
the operation thereof by the applicant are required by the public convenience 
and necessity and a certificate should be issued as hereinafter ordered. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued to the applicant authorizing it to remove, reinstall and operate the 
facilities hereinbefore described to permit the additional deliveries of gas by 
United to applicant, as more fully described in the application and the supple- 
ment thereto, upon the terms and conditions of this order. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate issued hereby shall be void and without force and effect un- 
less accepted in writing by applicant within 30 days from the issue date of this 
order: Provided, however, That if an application for rehearing of this order 
is filed in accordance with section 19 of the Natural Gas Act, such acceptance 
shall be filed within 30 days from the issue date of the order of the Commission 
upon the application for rehearing or within 30 days from the date on which such 
application may be deemed to have been denied when the Commission has not 
acted upon such application within 30 days after it has been filed: Provided, 
further, That if a petition for review of this order is filed in accordance with 
the provisions of section 19 of the Natural Gas Act, such acceptance shall be 
filed within 30 days after final disposition of the judicial review proceedings thus 
initiated. 

(C) The following conditions be and the same hereby are attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) here- 
of: 
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(1) The removal and reinstallation of the facilities hereby authorized shall 
be commenced within 60 days after issuance of this order, and shall be completed 
and actual operations thereunder shall be commenced by applicant not later than 
12 months subsequent to beginning of construction. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following: 

(i) Within 10 days after the bona fide beginning of reinstallation, notice of 
date of such beginning ; 

(ii) Within 10 days after authorized facilities have been reinstalled and 
placed in service and operations authorized have commenced, notice of the date 
of such placement and commencement ; 

(iii) Within 6 months after authorized facilities have been reinstalled and 
placed in service and authorized operations have commenced, a statement show- 
ing the actual cost of removal and reinstalling the authorized facilities, together 
with a statement showing and explaining the cause for any difference between 
actual cost and estimates relied upon by applicant in this proceeding. 

(D) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations authorized by this order issuing 
such certificate and in accordance with the provisions of the Natural Gas Act, 
as well as any applicable rules, regulations, or orders of the Commission. 

Commissioner Smith not participating. 


Findings and order issuing certificate of public convenience and necessity 


El Paso Natural Gas Co.; Southern California Gas Co. and Southern Counties 
Gas Co. of California ; Pacific Gas & Electric Co. ; El Paso Natural Gas Co. 


Docket Nos. G-2106; G-2104; G-2102; G-1630; G-1631; G-1912 
June 29, 1953* 


On December 30, 1952, El Paso Natural Gas Co. (El Paso) filed in docket No. 
G-2106 an application, which was amended and supplemented on March 24, 1953, 
for a certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act, authorizing the construction and operation of additional nat- 
ural-gas transmission facilities to its existing pipeline system to supply an addi- 
tional 151,730 M. c. f. of natural gas per day at 14.73 pounds per square inch 
absolute (150,000 M. c. f. at 14.9 pounds per square inch absolute), to Pacific Gas 
& Electric Co. at a point on the Arizona-California boundary near Topock, 
Ariz. ; an additional volume of 151,730 M. c. f. of natural gas per day to Southern 
California Gas Co. and Southern Counties Gas Co. of California, at the California 
boundary near Blythe, Calif., and an additional 101,150 M. c. f. of natural gas per 
day to El Paso’s customers in west Texas, New Mexico, and Arizona at points 
along its pipelines extending from the San Juan and Permian Basins to the 
aforesaid points near Topock and Blythe. 

On December 18, 1952, Southern California Gas Co. and Southern Counties Gas 
Co. of California (southern California companies), filed in docket No. G-2104 
a joint application for a certificate of public convenience and necessity, pursuant 
to section 7 of the Natural Gas Act, authorizing the construction and operation 
of additional natural-gas transmission facilities to their existing jointly-owned 
pipeline extending from the California-Arizona boundary near Blythe, Calif., to 


*Rehearing denied by order issued July 17, 1953. 











1038 FEDERAL POWER COMMISSION 


the Los Angeles, Calif., area, for the purpose of transporting the additional 
151,730 M. c. f. of natural gas per day to be purchased from Bl Paso for the mar- 
kets of the Southern California Companies. 

On December 15, 1952, Pacific Gas & Electric Co. (Pacific) filed in docket No. 
G-—2102 an application, which was amended and supplemented on May 11, and 
June 2, 1953, for a certificate of public convenience and necessity, pursuant to 
section 7 of the Natural Gas Act, authorizing the construction and operation of 
additional natural-gas transmission facilities to its existing pipeline extending 
from the California-Arizona boundary near Topock, Ariz., to the San Francisco 
Bay area, for the purpose of transporting the additional 151,730 M. c. f. of natural 
gas per day to be purchased from El Paso for its markets. 

On January 16, 1953, El Paso, in docket Nos. G-1630 and G—1631, filed an ap 
plication requesting removal of the restrictions imposed in the certificate issued 
June 23, 1952, limiting its maximum daily delivery of natural gas to 555 million 
cubic feet for the southern California companies and 550 million cubic feet for 
Pacific (pressure base of 14.9 pounds per square inch absolute). 

The city of Los Angles, Calif., was premitted to intervene in the proceeding in 
docket Nos. G-2106 and G-2104. The San Diego Gas & Electric Co. was per- 
mitted to intervene in the proceeding in docket No. G-2104. The Southern Union 
Gas Co. and Pacific Northwest Pipeline Corp. were permitted to intervene in 
the proceeding in docket No. G-2106. There is no opposition to the applications 
in these proceedings, and the city of Los Angeles and the San Diego Gas & 
Dlectric Co. are actively supporting the application in the proceedings in which 
they were permitted to intervene. 

By order issued April 22, 1953, the proceedings herein were consolidated for 
purpose of hearing, and public hearings commenced June 1, 1953 and concluded 
June 10, 1953. At the close of the hearings, counsel for applicants moved waiver 
of the intermediate decision procedure and requested certification and trans- 
mission of the record to the Commission for initial decisions. All parties par- 
ticipating in the proceedings concurred in the motion for waiver of the inter- 
mediate decision procedure. Main briefs have been filed by the parties, and 
reply briefs have been waived. 


EL PASO NATURAL GAS CO.—DOCKET NO. G-2106 


The present authorized maximum daily delivery capacity of El Paso’s system 
is 1,505,400 M c. f. per day at 14.73 pounds per square inch absolute. It is 
authorized to make a maximum delivery of 556,530 M c. f. to Pacific; 561,400 
M c. f. to the southern California companies; and 20,230 M c. f. to Nevada Natural 
Gas Pipe Line Co. The remainder is delivered to El Paso’s customers in Texas, 
New Mexico and Arizona. El Paso obtains 290,312 M c. f. of its total authorized 
maximum deliveries from the San Juan Basin, and the remainder is obtained 
from the Permian Basin area. 

By the application filed in docket No. G—2106, El Paso proposes to increase its 
maximum daily deliveries to Pacific at Topock, by 151,730 M. c. f., and increase 
its maximum daily deliveries to the southern California companies, at Blythe, 
by 151,730 M c. f., and increase deliveries to its present customers in west Texas, 
New Mexico and Arizona by a maximum of 101,150 M ec. f. per day, or a total 
increase in system capacity of 404,610 M c. f. per day. El Paso proposes to take 
an additional 303,460 M c. f. per day from the Permian Basin area in southeast 
New Mexico and west Texas, and the remaining 101,150 M ec. f. per day of 
additional natural gas would come from the San Juan Basin in northwest New 
Mexico and southwest Colorado. 


2 All volumes are computed on a pressure base of 14.73, except as otherwise indicated. 
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The additional facilities, proposed to be installed and operated by El Paso, may 
be summarized as follows: 

(1) 721.8 miles of 30-inch pineline extending from the Permian Basin area 
to the San Juan Basin area and thence paralleling and looping the existing San 
Juan main line to a point near Kingman, Ariz. The San Juan-Kingman portion 
will complete the looping of the present San Juan-Topock main line; 

(2) 95.4 miles of 26-inch, 24-inch, and 16-inch pipeline looping existing systems ; 

(3) 29,900 horsepower in three new main line compressor stations; 

(4) 15,000 horsepower of compressor additions in existing main line com- 
pressor stations; 

(5) 220.9 miles of new supply laterals; 

(6) 82,760 horsepower in new supply compressor stations; 

(7) 34,200 horsepower additions to existing supply compressor stations; 

(8) 18.2 miles of 12%4-inch diameter sales lateral for the Phoenix area; and 

(9) Miscellaneous dehydration and gasoline plants and other miscellaneous 
facilities. 

These facilities are to be constructed by El Paso’s construction department. 
The estimated cost of the facilities which El Paso proposes to construct for the 
transportation of the proposed additional gas from the Permian Basin is $132,- 
700,000, exclusive of estimated financing cost in the amount of $1,125,000, and esti- 
mated additional working capital requirements in the amount of $2,500,000. The 
estimated cost of the additional facilities for the transportation of the proposed 
additional gas from the San Juan Basin is $42,550,000, exclusive of estimated 
financing cost in the amount of $350,000 and estimated additional working capital 
requirements in the amount of 500,000. The total estimated cost of the additional 
facilities proposed by El Paso, exclusive of estimated financing costs and esti- 
mated additional working capital, is $175,250,000. 

The funds for financing the estimated cost of the proposed additional facilities, 
including the estimated financing costs and the estimated additional working 
capital requirements, are to be raised by the sale of $120,000,000 of 414% percent 
first mortgage bonds ; $25,000,000 sinking fund debentures ; $20,000,000 cumulative 
preferred stock ; $7,000,000 production advance’; $30,848,000 common stock, and 
to use $23,123,000 of the proceeds so raised for the retirement of bank loans 
and/or other corporate purposes. 

The annual demands for natural gas on the Bl Paso system, including the 
proposed service, disclose an annual requirement in 1953 of 472,234,829 M. c. f. 
of gas, which will increase to 678,849,740 M. c. f. of gas in the year 1956. The 
peak day requirements, as estimated for the winter of 1953-1954, are 2,051,792 
M. ¢. f. of gas, which will increase to 2,198,448 M. ec. f. for the winter of 1955— 
1956. The estimated peak day curtailment during the winter of 1953-1954 is 
47,048 M. c. f., which peak day curtailment is estimated to increase to 159,706 
M. ec. f. in the winter of 1955-1956. 

In the Permian Basin area of West Texas and New Mexico, El Paso takes the 
maximum gas available from the various gasoline plants. Additional require- 
ments, including those for peak day, will be primarily from dry gas sources in 
the San Juan Basin and in the Permian Basin area. The availability studies 
presented by El Paso disclose that it will be able from present sources of supply 
to meet its additional requirements, as proposed herein, for a period of 15 years. 

The rates which El Paso proposes to collect for its jurisdictional sales, includ- 
ing the additional deliveries proposed herein, are the rates which it is collecting 
under bond in docket No. G—-2018. El Paso has presented evidence that its cost 
of service, other than its cost of gas, would not be increased by the construction 


*Part of a production loan of $12,000,000 from the “three California companies.” 
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of the additional facilities proposed herein and that it does not, as a result of the 
construction and operation of the proposed additional facilities, plan on filing 
new or charged rates. 


SOUTHERN CALIFORNIA GAS CO. AND SOUTHERN COUNTIES GAS CO. OF CALIFORNIA.— 
DOCKET NO. G—2104 


The present authorized maximum daily delivery capacity of the jointly-owned 
pipeline of the southern California companies, extending from the California- 
Arizona boundary near Blythe, Calif., to the Los Angeles area is 561,400 M c. f. 
at 14.73 pounds per square inch absolute. 

By the application filed in docket No. G—2104, the southern California com- 
panies propose to increase their maximum pipe line capacity by 151,730 M ec. f. 
per day. The total capacity of the Blythe to Los Angeles line would become 
713,130 M ec. f. per day upon completion of the proposed additional facilities. 
However, the capacity would be something in excess of 713,130 M c. f. per day 
when part of the gas is being stored in underground storage reservoirs. The 
Southern California Gas Co., and Southern Counties Gas Co. of California would 
have a 75 percent and a 25 percent interest, respectively, as tenants in common 
in the proposed additional facilities. 

The additional facilities proposed to be installed and operated jointly by the 
southern California companies may be summarized as follows: 

(1) 73 miles of 30-inch pipeline partially looping the existing Blythe to Los 
Angeles line; 

(2) 5,280 additional horsepower at the Blythe compressor station; and 

(3) Miscellaneous additions and alterations to pressure limiting stations and 
to the Desert Center and Cactus City compressor stations. 

The southern California companies propose to award contracts with in- 
dependent contractors for the installation of the proposed additional facilities. 
The estimated cost of the additional facilities, proposed by the southern Cali- 
fornia companies is $7,482,194, exclusive of financing costs and working capital. 

The southern California companies propose to finance the construction of 
the additional facilities from available treasury funds and short-term borrow- 
ings from their parent company, Pacific Lighting Corp. Periodic permanent fi- 
nancing is accomplished by sale of bonds at competitive bidding and issuance of 
common stock to the pareat company, with approval of the Public Utilities Com- 
mission of California. 

With the additional gas to be purchased from El Paso, the southern California 
companies will experience deficiencies in meeting their requirements both for 
peak day and annual demands beginning with the year 1954. 

Southern Counties Gas Co. of California supplies all of the requirements of 
San Diego Gas & Electric Co. and part of the additional gas which it proposes 
to obtain from El Paso will be sold to the San Diego Co. for resale. Sales to 
the San Diego Co. are made under its rate schedule effective as of January 1, 
1953 under bond in docket No. G-2016. The construction of the proposed ad- 
ditional facilities will not increase the cost of service and Southern Counties 
does not plan to change its rates from those effective under bond in docket No. 
G-2016. 

Southern California Gas Co. does not propose to sell for resale any of the 
gas which would be purchased from El Paso. 
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PACIFIC GAS & ELECTRIC CO.— DOCKET NO. G—2102 


The present authorized maximum daily capacity of Pacific’s pipeline, extend- 
ing from the California-Arizona boundary near Topock, Ariz., to the San Francisco 
Bay area, is 556,350 M c. f. at 14.73 pounds per square inch absolute. 

By the application, filed in docket No. G—2102, Pacific proposes to increase 
its maximum pipeline capacity by 151,730 M c. f. per day. The total capacity of 
the Topock to San Francisco Bay line would become 708,080 M c. f. per day upon 
completion of the proposed additional facilities. However, at times, its system 
would be so operated that with the proposed additional facilities, Pacific could 
transport something in excess of 708,080 M c. f. per day from its connection with 
El Paso, near Topock. 

The additional facilities proposed to be installed and operated by Pacific as 
its “alternative project” * may be summarized as follows: 

(1) 132.5 miles of 34-inch pipeline partially looping the existing portion of 
the Topocok-Milpitas pipeline from Milpitas to the Hinkley compressor station; 

(2) 2,500 additional horsepower at the Topock compressor station; 

(3) Additional station facilities at the Hinkley and Kettleman compressor 
stations and additions to pressure limiting station Nos. 4, 5, and 6; 

(4) Additional metering and regulating facilities at Bakersfield, Calif. ; 

(5) Approximately 6.5 miles of 30-inch loop between Milpitas and Irvington, 
Calif. ; 

(6) 87.8 miles of 34-inch pipeline partially looping the existing portion of 
the Topock-Milpitas pipeline between Hinkley compressor station and the Topock 
connection to the El Paso pipeline; and 

(7) $121,000 of miscellaneous alterations and improvements at the Milpitas 
terminal. 

The same operating results would be achieved by construction of the proposed 
87.8 miles of 34-inch loop line (item 6) in lieu of the proposed 12,500-horsepower 
Danby compressor station (item b), and the 37.8 miles of 34-inch line comprised 
of 27 short sections (item c) to avoid crossing government lands, except that 
the annual operating expenses of the continuous loop (item 6) would be substan- 
tially less than the cost of operating the Danby station and the several short 
looping sections (items bandc). Also the cost of constructing the proposed 87.8 
miles of 34inch looping (item 6) would be substantially less than the 
cost of constructing the 37.8 miles of looping in short sections and the 
Danby station (items b and c). By eliminating the Danby station the gas 
that would otherwise be consumed in operating that station will be available 
for Pacific’s customers. 

Pacific proposes to award contracts with independent contractors for the in- 
stallation of the proposed additional facilities. The estimated cost of the addi- 
tional facilities in the “alternative project,” proposed by Pacific, is $26,721,435, 
exclusive of financing and working capital. 

Pacific will finance the cost of the facilities from treasury funds on hand and 
cash available from internal sources; in addition Pacific, as a part of its overall 
financing, will sell bonds at competitive bidding, preferred stocks under nego- 


3In its original application, Pacific requested authority to construct: (a) $25,000 of 
miscellaneous alterations and improvements in the Milpitas terminal; (b) a new 12,500- 
horsepower compressor station near Danby, Calif., located between Hinkley and Topock ; 
and (c) 37.8 miles of 3-inch pipeline partially looping the existing portion of the Topock- 
Milpitas pipeline between the Hinkley compressor station and the Topock connection to 
the El Paso pipeline. The loop line, proposed on this section of the Topock-Milpitas 
pipeline, is comprised of 26 sections, which average slightly over one mile in length, and 
one section 5.3 miles in length. 
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tiated contracts with underwriters, and common stock to the stockholders, with 
the approval of the Public Utilities Commission of California. 

The need for additional gas in the territory served by Pacific results from 
a decline in the availability of natural gas produced in California, and increase 
in its load growth. With the additional gas to be purchased from El Paso, 
Pacific will experience deficiencies in meeting its requirements, both for peak 
day and annual demands beginning with the year 1954. 

Pacific does not plan to make any change in its presently effective F. P. C. rate 
schedules by reason of the construction and operation of the proposed additional 
facilities. It appears, however, that part of the additional gas which Pacific 
proposes to purchase from El Paso and transport by means of the proposed 
additional facilities will be sold to Coast Counties Gas & Blectric Co. at various 
points on Pacific’s system and to the city of Palo Alto, Calif., for resale, for 
which Pacific should file appropriate rate schedules and service agreements with 
this Commission. 


Ext Paso NaTuRaL Gas Co. 
Docket Nos. 9-1630, et al. 


El Paso requested the lifting of the restrictions imposed in docket Nos. G—1630 
and G—1631 limiting the maximum deliverability of natural gas in any one day to 
550 million cubic feet for Pacific, and 555 million cubic feet for the Southern Cali- 
fornia Companies (14.9 pounds per square inch absolute base). Its two 
California customers joined in that request as a means of providing more flexi- 
bility in their operations. 

The design of El Paso’s system as proposed in docket No. G—2106 is such that 
it can deliver a maximum of 1,421,210 M. c. f. per day to its two aforesaid Cali- 
fornia customers at 14.73 pounds per square inch absolute. El Paso proposes 
to deliver 708,080 M. c. f. per day to Pacific and 713,130 M. c. f. per day to the 
Southern California Companies. However, at such time or times as one of its 
California customers takes less than said amount, El Paso could increase the 
amount to be delivered to the other customer within the limits of the economic 
capabilities of El Paso’s system. 

As a result of the authorization hereinafter granted in docket No. G-2106, it 
is not necessary to further modify the authorization granted in docket Nos. 
G—1630, et al. 

The Commission finds: 

(1) El Paso Natural Gas Co., a Delaware corporation, having its principal 
place of business at El Paso, Tex. is engaged in the transportation of natural 
gas in interstate commerce and the sale in interstate commerce of natural gas for 
resale for ultimate public consumption and therefore is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its January 11, 1944 order in docket No. G—288, 4 F. P. C. 986. 

(2) Southern California Gas Co. and Southern Counties Gas Co. of California, 
California corporations having their principal places of business at Los Angeles, 
Calif., are engaged in the transportation of natural gas in interstate com- 
merce, and Southern Counties Gas Co. of California is also engaged in the sale 
in interstate commerce of natural gas for resale for ultimate public consumption, 
and therefore each of these companies is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
May 31, 1946 order in docket No. G-675, 5 F. P. C. 115. 

(3) Pacific Gas & Electric Co., a California corporation, having its principal 
place of business at San Francisco, Calif., is engaged in the transportation of 
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natural gas in interstate commerce and the sale in interstate commerce of natural 
gas for resale for ultimate public consumption, and therefore is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its February 28, 1949 order in docket No. G-1092, 8 F. P. C. 
726. 

(4) As to each applicant herein, the transportation and sale of natural gas 
and the construction and operation of facilities, for which certificates are re- 
quested, are subject to the requirements of section 7 of the Natural Gas Act. 

(5) None of the interveners have stated an objection to the granting of the 
certificates herein requested. 

(6) El Paso Natural Gas Co. should be authorized to construct the facilities 
requested, as hereinbefore described, for the transportation and sale of an ad- 
ditional volume of 404,610 M. ec. f. (at 14.73 pounds per square inch absolute) 
of natural gas per day, of which (a) 151,730 M. c. f. are to be delivered to South- 
ern California Gas Co. and Southern Counties Gas Co., jointly at the Cali- 
fornia-Arizona boundary near Blythe, Calif., which will result in total au- 
thorized deliveries by El Paso to these companies of 713,130 M. c. f. of natural 
gas per day; (b) 151,730 M. c. f. are to be delivered to Pacific Gas & Electric Co. 
at the California-Arizona boundary near Topock, Ariz., which will result in total 
authorized deliveries by El Pas» to Pacific of 708.080 M. c. f. of natural gas 
per day; and (c) 101,150 M. c. f. to present customers in west Texas, New 
Mexico and Arizona. 

(7) Southern California Gas Co. and Southern Counties should be authorized 
to construct the facilities requested, as hereinbefore described, for the trans- 
portation and sale of the additional volume of 151,730 M. c. f. of natural gas 
per day. 

(8) Pacific Gas & Electric Co. should be authorized to construct the facilities, 
as hereinbefore described as the “alternative project,” and for the transporta- 
tion and sale of the additional volume of 151,730 M c. f. of natural gas per day. 

(9) If at any time El Paso’s deliveries of natural gas to Southern California 
Gas Co. and Southern Counties Gas Co. of California, or to Pacific Gas & Electric 
Co., are less than the total authorized volumes, and if the Southern California 
Companies or Pacific should request additional gas over said authorized volumes, 
El Paso should, within the capacity of its system, be permitted to deliver ad- 
ditional volumes of gas; provided, such total deliveries to both the Southern 
California Companies and Pacific at the Arizona-California boundary does not 
exceed 1,421,210 M. c. f. of natural gas per day. 

(10) El Paso should not deviate from its proposed plan of financing as to 
the amount and class of securities to be issued. 

(11) Pacific should be required to file tariffs and service agreements cover- 
ing the sale to Palo Alto, Calif., and Coast Counties Gas & Electric Co. of natural 
gas transported in interstate commerce for resale. 

(12) The above applicants are each able and willing properly to do the acts and 
to perform the service proposed and to conform to the provisions of the Natural 
Gas Act and the requirements, rules and regulations of the Commission there- 
under. 

(13) The proposed service and sale of natural gas and the construction and 
operation of the facilities to the extent authorized are required by the public 
convenience and necessity, and a certificate therefor should be granted, as here- 
inafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to El Paso Natural Gas Co. in docket No. G-2106 authorizing the con- 
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struction and operation of the facilities as hereinbefore described and the trans- 
portation and sale of an additional volume of 151,730 M. c. f. of natural gas per 
day to Southern California Gas Co. and Southern Counties Gas Co. of California 
at the Arizona-California boundary near Blythe, Calif.; an additional volume of 
151,730 M. c. f. of natural gas per day to Pacific Gas & Electric Co. at the Arizona- 
California boundary near Topock, Ariz.; and an additional volume of 101,150 
M. c. f. of natural gas per day to its present customers in west Texas, New 
Mexico, and Ariz., upon the terms and conditions of this order. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued to Southern California Gas Co. and Southern Counties Gas Co. of Cali- 
fornia in docket No. G-2104 authorizing the construction and operation of the 
facilities hereinbefore described and the transportation and sale of the additional 
151,730 M. c. f. of natural gas per day to be purchased from El Paso at the 
Arizona-California boundary near Blythe, Calif., upon the terms and conditions 
of this order. 

(C) A certificate of public convenience and necessity be and the same hereby 
is issued to Pacific Gas & Electric Co. in docket No. G-2102 authorizing the con- 
struction and operation of the facilities hereinbefore referred to in finding (8) 
and the transportation and sale of the additional 151,730 M. c. f. of natural gas 
per day to be purchased from El Paso at the Arizona-California boundary near 
Topock, Ariz., upon the terms and conditions of this order. 

(D) The total volumes of natural gas delivered by El Paso Natural Gas Co. 
to Southern California Gas Co. and Southern Counties Gas Co. of California shall 
not exceed 713.130 M c. f. per day and to Pacific Gas & Electric Co. shall not 
exceed 708,080 M. c. f. per day; provided, however, if El Paso’s deliveries of 
natural gas to the Southern California Companies or to Pacific are less than the 
named maximum volumes and if the Southern California Companies or Pacific 
request additional gas over the said maximum volumes, then El Paso, within the 
capacity of its system, may deliver such requested volumes, but not to exceed the 
total combined authorized volumes of 1,421,210 M c. f. per day to the California 
companies, upon the filing of appropriate rate schedules and service agreement 
covering such service satisfactory to the Commission; and the Southern Cali- 
fornia Companies and Pacific may transport and sell such additional volumes. 

(BE) Bl Paso Natural Gas Co. shall not deviate from its plan of financing as 
to the amount or class of security to be issued as hereinbefore set forth. 

(F) Pacific Gas & Electric Co. shall, within 30 days from the date of this 
order, file tariffs and service agreements naming rates and charges for the sale 
of natural gas transported in interstate commerce for resale to Palo Alto, Calif., 
and Coast Counties Gas & Electric Co. 

(G) The request of El Paso in docket Nos. G—1630, G-1631 and G-1912 for the 
removal of restrictions limiting the maximum daily volumes of natural gas 
except as above authorized in paragraph (D), be and the same hereby is denied. 

(H) These certificates shall be void and without force or effect unless accepted 
in writing by each applicant within 30 days from the issue date of the order 
issuing such certificate: Provided, however, That if an application for rehearing 
of such order is filed in accordance with section 19 of the Natural Gas Act, such 
acceptance shall be filed within 30 days from the issue date of the order of the 
Commission upon the application for rehearing or within 30 days from the date 
on which such application may be deemed to have been denied when the Com- 
mission has not acted on such application within 30 days after it has been filed: 
Provided, further, That if a petition for review is filed in accordance with the 
provisions of section 19 of the Natural Gas Act, such acceptance shall be filed 
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within 30 days after final disposition of the judicial review proceedings thus 
initiated. 

(1) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificates issued in paragraph (A), (B), 
and (C) hereof: 

(1) The construction hereby authorized shall be commenced within 60 days 
after the issuance of this order and shall be completed and actual operations 
thereunder commenced by each applicant not later than January 1, 1955. 

(2) Applicants shall file with the Commission, in writing and under oath, 
an original and 4 conformed copies of the following: 

(i) within 10 days after bona, fide beginning of construction, notice of date of 
such beginning ; 

(ii) each 38 months after date of issuance of this order, a progress report 
showing the exact status of authorized construction ; 

(iii) within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of 
the date of such placement and commencement ; 

(iv) within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement show- 
ing the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, contin- 
gencies, and all other items of cost, together with a statement showing and ex- 
plaining the cause for any difference between actual cost and estimate of costs 
relied upon herein by each applicant. 

(J) These certificates are not transferable in any manner and shall be 
effective only so long as applicants continue the operations hereby authorized 
and in accordance with the provisions of the Natural Gas Act, as well as any 
applicable rules, regulations or orders of the Commission. 

(K) Nothing in this order shall be construed as constituting approval by the 
Commission of any rate, charge or classification, or any rule, regulation, con- 
tract or practice affecting such rate, charge or classification; and nothing here- 
in shall constitute an acquiescence by the Commission in any estimate or deter- 
mination of cost or any valuation of property claimed or asserted ; and this order 
is without prejudice to any order that may hereafter be entered in any pro- 
ceeding instituted by or against any of the above applicants. 

Commissioner Smith not participating. 


Order approving transfer of license (minor) 
Mt. Baker Recreation Co., Inc. and Consuelo M. Larrabee 
Project No. 871 
June 30, 1953 


An application was filed on April 24, 1953, by Mt. Baker Recreation Co., Inc. 
for transfer to it of license for minor project No. 871, issued to Consuelo M. 
Larrabee, licensee, on November 24, 1952. The project is located on Bagley Creek, 
a tributary of Nooksack River, in Whatcom County, Wash., and affects lands of 
the United States in T. 39 N., R. 9 E., Willamette meridian, Wash., within Mt. 
Baker National Forest. 

The original license for the project was issued on April 28, 1928, and succes- 
sively thereafter licenses for the same project have been issued, the latest of 
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which licenses was issued to Consuelo M. Larrabee for a period of 5 years effective 
as of February 10, 1952. 

By divers assignments and transfers by and between Consuelo M. Larrabee, 
the Bellingham Chamber of Commerce, a corporation, and Mt. Baker Recreation 
Co., Ine., evidenced by instruments attached to the applications, the licensee 
assigned all of her right, title and interest in the license for project No. 871 to 
Mt. Baker Recreation Co., Inc. on December 5, 1952. 

The Commission finds: 

(1) Mt. Baker Recreation Co., Inc. is a corporation created and existing under 
the laws of the State of Washington. 

(2) Approval of the transfer of the license as hereinafter provided will not 
be inconsistent with the public interest. 

The Commission orders: 

(A) The transfer of the license for project No. 871 from Consuelo M. Larrahee 
to Mt. Baker Recreation Co., Inc. is hereby approved, effective as of April 23, 
1952, subject to the provisions of section 9.3 of the Commission’s regulations 
under the Federal Power Act. 

(B) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in section 313 (a) of 
the act. Failure to file such an application shall constitute acceptance by Mt. 
Baker Recreation Co., Inc. of the license for project No. 871. In acknowledgment 
of acceptance of the license, this instrument shall be executed by the transferee 
and returned to the Commission within 60 days from the date of issuance of 
this order. 

Commissioner Smith not participating. 


Order accepting surrender of license (transmission line) 
Silver Crescent, Inc., 
Project No. 1300 
June 30, 1953 


An application for surrender of the license for transmission-line project No. 
1300 was filed April 7, 1952, by Lester S. Harrison, Attorney at Law, Kellogg, 
Idaho, on behalf of Silver Crescent, Inc., licensee for the project. 

The license for the project was issued January 4, 1938, to Vosburg Mining Co. 
for a period terminating December 13, 1977, and was conveyed by the trustee for 
the said company with the approval of the referee in bankruptcy by deed dated 
June 9, 1941, to Silver Crescent, Inc., the present licensee. 

The project, which is located entirely within the Helena National Forest in 
Broadwater County, Mont., and consists of an 11,500-volt transmission line 
crossing the 8% of sec. 34, T. 8 N., R. 1 W., M. P. M., Montana, in a general 
west southwesterly direction for a distance of about 1.1 miles to the Vosburg 
Mill, does not appear to be part of a project within the meaning of the Federal 
Power Act and, therefore, is not within the licensing authority of the Commission. 

The applicant has informed the Commission that the project was abandoned 
several years ago. 

The annual charges under the license for the project have been paid through 
the year 1950. 

The Commission finds: 

Acceptance of surrender of the license for the project is appropriate as herein- 
after provided. 
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The Commission orders: 

Surrender of the license for transmission-line project No. 1300 is hereby accept- 
ed effective as of December 31, 1950. 

Commissioner Smith not participating. 


Order approving transfer of license (minor) 
Edna M. Goss 
Project No. 2023 
June 30, 1953 


Joint application was filed on March 26, 1953 by Edna M. Goss, licensee for 
minor project No. 2023, and Louis Miller and Verna M. Miller of Lucerne, Wash., 
for approval of transfer of the license for the project from the licensee to the 
latter. The project is located on Railroad Creek, a tributary of Lake Chelan, 
in Chelan County, Wash., and affects lands of the United States in unsurveyed 
T. 31 N., R. 18 E., Willamette meridian, Washington, within Chelan National 
Forest. 

The original license was issued to the present licensee on August 1, 1951 for a 
period of 10 years, and the annual charges thereunder have been paid through 
the calendar year 1952. On June 1, 1952, the project was sold to the proposed 
transferees. 

The Commission finds: 

(1) The proposed transferees of the license are citizens of the United States 
and have submitted satisfactory evidence of compliance with the requirements 
of all applicable State laws insofar as necessary for the operation of the project. 

2) Approval of the transfer of the license as hereinafter provided will not 
be inconsistent with the public interest. 

The Commission orders: 

(A) The transfer of the license for minor project No. 2023 from Edna M. Goss 
to Louis Miller and Verna M. Miller is hereby approved, effective as of June 1, 
1952, subject to the provisions of section 9.3 of the Commission’s regulations 
under the Federal Power Act. 

(B) This order shall become final 30 days from the date of its issuance un- 
less application for rehearing shall be filed as provided in section 313 (a) of the 
act, and failure to file such an application shall constitute acceptance of 
Louis Miller and Verna M. Miller of the license for project No. 2023. In ac- 
knowledgment of the acceptance of the license, this instrument shall be signed 
by the new licensees, and returned to the Commission within 60 days from the 
date of issuance of this order. 

Commissioner Smith not participating. 


Findings and order issuing certificate of public convenience and necessity 
Colorado Interstate Gas Co. 
Docket No. G—2120 


July 3, 1953 


On February 13, 1953, pursuant to section 7 of the Natural Gas Act, Colorado 
Interstate Gas Co. (applicant) filed an application at docket No. G—2120 for a 
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certificate of public convenience and necessity authorizing the construction and 
operation of the following facilities: 

(A) Mainline facilities 

1. 49 miles of 20-inch pipeline to complete a looping of applicant’s present 
Hugoton-Denver line from a point near Hugo, Colo. to applicant’s Kit Carson 
compressor station. 

2. Addition of compressor horsepower in the following amounts at existing 
compressor stations : Kit Carson, 1,320 horsepower; Fourway, 5,280 horsepower ; 
Bivins, 1,760 horsepower. 

3. New compressor stations as follows: Springfield, Prowers County, Colo., 
5,280 horsepower; Keys, Cimarron County, Okla., 5,280 horsepower. 

These facilities are to be used in increasing the sales capacity of applicant’s 
Rocky Mountain area system by 82,500 M. c. f. per day from its presently au- 
thorized nominal capacity of 426,300 M. c. f. to 508,800 M. c. f. by the 1953-54 
winter season. 

(B) Supply facilities 

1. 30.0 miles of 12-inch pipeline from the proposed Morton County station to 
the existing Panhandle-Kit Carson main transmission pipeline. 

2. New 1,980-horsepower compressor station in the Morton County gas field 
(Morton County station). 

These facilities are for the purpose of attaching a new source of supply from 
the Morton County gas field of Kansas, to applicant’s system. 

3. Approimately 5.0 miles of 16-inch pipeline between the proposed Sanford 
compressor station in the Panhandle gas field to a point of connection with 
other Panhandle gas field pipeline facilities. 

4. A new 3,960-horsepower compressor station in the Panhandle gas field (San- 
ford station) together with a desulphurization plant. 

These facilities are for the purpose of making available a new source of supply 
to applicant from the Panhandle field under purchase contracts with the Phillips 
Petroleum Co. and the Combined Carbon Co. in the so-caHed Sanford area of the 
Panhandle field. 

(C) Sales laterals 

1. 26.4 miles of 8-inch pipeline looping the existing lateral line between the 
Denver-Amarillo transmission line and Canon City, Colo., designated the Port- 
land loop. 

2. 10.61 miles of 16-inch pipeline looping the existing lateral line between the 
Denver-Amarillo transmission line and South Pueblo, Colo., designated the 
Colorado Fuel and Iron loop. 

3. In addition to the above-listed items, applicant proposes to construct and 
operate approximately 112 miles of field pipeline construction from 4-inch to 
20-inch pipe diameters, together with related facilities in the Panhandle, Morton 
County and Keyes gas fields, meter stations and processing plants, required for 
the delivery of gas to or from applicant’s system. 

4. The estimated overall cost of applicant’s proposed facilities is $19,856,596 
which applicant proposes to finance by borrowing $20,000,000 on a short term 
basis pursuant to a credit agreement with The Guaranty Trust Co. of New York. 
In the latter part of 1954 applicant proposes to refinance this short term indebt- 
edness plus $9,000,000 of presently outstanding notes maturing in 1954 by means 
of permanent financing. 

5. The proposed facilities were designed by the Fish Engineering Corp. which 
also has a contract to construct the Keyes, Springfield and Morton County com- 

pressor stations and a dehydration plant at the Morton County station. 
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Applicant’s estimated peak day requirements at —10° F. are as follows: 





M. c. f. at 14.73 pounds per 
square inch absolute 





1953-54 | 1954-55 | 1955-56 


Rocky Mountain area ! 


ascend ces tandaia: titania teadigiomiaaailaiad inna ae 560, 536 609, 207 
Panhandle area: | 


I Os satis slick epigh dalcplanlaarimaaaieeaaale | 84,197 88, 133 90, 500 
ee ncaa ep ainedabumaeieedinmniean nkanaed 16, 200 24, 000 32, 000 
Na rin: siisd ocnarniscrecsccbitricaciteeinnh alanis tutional 150,426 | 150,426 150, 426 
ON $ALE LEAL TT ALIS LALLA 3, 774 7, 549 | 10, 485 
Company use and unaccounted for.....................----.---------- a 26, 597 26, 288 | 26, 288 





i ictcibinladncnchinidiainnainbiinntnitnnmnidenmaniiaaaiiaets 790,008 | 856, 932 918, 906 





1 Includes 1,000 M. c. f. for delivery to Kansas-Colorado Utilities Co., service for which has not been 
authorized. 


2 The validity of these proposed deliveries is the subject of docket No. G-1876. 
4 Includes additional 19,493 M. c. f. per day to Natural Gas Pipeline Co. 


Applicant’s estimated annual gas requirements are estimated to be as follows: 





M. c. f. at 14.73 pounds per square inch 











| absolute 
| 1954 =| (1985 1956 
Se IN siseindacicdcdcscncekuminncencnsaseses | 126,262,300 | 138,075, 912 143, 679, 823 
Panhandle area: | } 
Sr I ind nat ceiccgcecenisaiaslecaicte adeno giemomba laa | 18,567,965 | 18, 805,017 19, 047, 833 
(b) Amarillo “C’’ 2_____- ‘ aac 556, 000 | 1, 115, 000 1, 780, 000 
(c) Natural Gas Pipeline Co.?.._._._.._- 54, 905, 519 54,905,519 | 54, 905, 519 
(d) U. S. Bureau of Mines... __. 1, 981, 527 | 3, 156, 053 3, 669, 625 
Company use and unaccounted for..............-.....------.. 6, 714, 745 | 6, 714, 745 6, 714, 745 
bc icicuiscinndtbeneentn nia Leblale. | 208,988,056 | 222,772,246 | 229,797, 545 





1 Includes 850,000 M. c. f. in 1954, 949,800 M. c. f. in 1955 and 1,059,200 M. c. f. in 1956, for Kansas-Colorado 
Utilities Co., service for which has not been authorized. 
3 The validity of these proposed deliveries is the subject of docket No. G-1876. 
3 Includes additional 7,115,053 M. c. f. to Natural Gas Pipeline Co. 
The recoverable natural gas available to applicant as of January 1, 1953, to meet 
the estimated requirements are estimated as follows: 
M. M. c. f. at 14.73 
pounds per square 
inch absolute 


I TD sissies cancer ict cen bassin aap tanta 1, 730, 799 


Loveland Field 


chic sina di kaietielabb iia taceisalsnabnleaiaisceabasdlcdetsteseiehekdcasanieucaececmaiiinen daceiaaae 410 
eS NN: Pai ea eneiedineneia eee 289, 279 
eR Tre CR I TI aici ctsiiiiesccrktinittnnnktenn steam 180, 260 
Panhandle Field : 

COR Cae I ison sh cinta a uccnnik atoseaemaaandgiaaadaeenmmaninne 3, 134, 000 

(b) Phillips purchase? 

(c) Combined carbon purchase * 

sadatabueleisiasisnikc baited tsa tcaliaedaic Meanie aeatabalemaemaatshaaasektiaediae Gemeente aaa 287, 000 


snide capa cee scl ois Sachs acta cae aan 5, 621, 748 


1 Includes additional 10,000 M. M. c. f. under the Herman and Sears purchase contract. 

2 Contract dated January 27, 1953 provides that applicant has the right to a maximum 
of 45,000 M. c. f. per day, but an average of 40,000 M. c. f. per day until expiration on 
January 1, 1960. Phillips’ obligation to deliver is subject to availability after prior de- 
liveries to 11 other purchasers. Volumes shown are appicant’s estimates of the volumes 
to be purchased. 

* Contract dated January 30, 1953. Under the terms of the contract which is for the 
life of the leases dedicated to the Henderson Trust Gasoline Plant, applicant is obligated to 
purchase a maximum of 35,000 M. c. f. per day of sour gas. The volumes shown in the 
tabulation are the volumes estimates by applicant to be available to it. 
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Public hearing in this proceeding commenced on May 13, 1953 and concluded 
on May 22, 1953. All parties, including staff counsel, concurred in the waiver 
of the intermediate decision procedure. By order issued June 2, 1953, oral argu- 
ment was held before the Commission on June 19, 1953. 

‘rhe Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
at Colorado Springs, Colo., owns and operates a natural-gas transmission pipe- 
line system located in the States of Kansas, Texas, New Mexico, Oklahoma and 
Colorado. and by such operations is engaged in the transportation and sale of 
natural gas in interstate commerce for resale for ultimate public consumption, 
subject to the jurisdiction of the Commission, and is, therefore, a “natural-gas 
company” within the meaning of the Natural Gas Act as heretofore found by 
the Commission in its order issued June 9, 1945, in docket No. G-294, 4 F. P. C. 
936. 

(2) The facilities proposed in docket No. G-2120 to be constructed by applicant, 
as described in its application, as supplemented and amended, will be used for 
the transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and the construction and operation thereof as 
integral parts of applicant’s pipeline system, are subject to the requirements of 
subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of facilities proposed are required by the 
present or future public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in the application, as amended and supple- 
mented, in docket No. G-2120, for the transportation and sale of natural gas upon 
the terms and conditions of this order. 

(B) The following condition be and the same hereby is attached to the is- 
suance of the certificate issued.in paragraph (A) hereof: 

The certificate issued herein shall be void and without force or effect unless 
accepted in writing by Colorado Interstate Gas Co. within 30 days from the date 
of issuance of this order. 

(OC) The following conditions be and the same hereby are attached to the 
exercise of rights granted by the certificate issued in paragraph (A) hereof: 

(1) The facilities herein authorized to be constructed shall be completed and 
the operation and service herein authorized shall be actually undertaken and 
regularly performed by applicant within 9 months from the date of issuance of 
this order. 

(2) Colorado Interstate shall file with the Commission, in writing and under 
oath, and original and 4 conformed copies of the following: (a) within 10 
days after the bona fide beginning of construction, notice of the date of such 
beginning; (b) each 3 months after the date of issuance of this order, a prog- 
ress report showing the exact status of the construction authorized herein; 

(c) within 10 days after completion of construction of the facilities herein 
authorized to be constructed, notice of the date of such completion; and (d) 
within 6 months after construction of facilities herein authorized has been com- 
pleted, a statement showing the actual cost of constructing such facilities and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
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surveys, engineering, inspection, overhead, interest during construction, contin- 
gencies, and all other items of cost, together with a statement showing and ex- 
plaining the cause for any difference between actual cost and estimates of cost 
relied on by applicant in this proceeding. 

(D) The certificate hereby issued is not transferable and shall be effective 
only so long as applicant continues the operations hereby authorized in ac- 
cordance with the provisions of the Natural Gas Act and any pertinent rules, 
regulations, or orders heretofore or hereafter issued by the Commission. 

(E) Nothing in this order shall be construed as constituting approval by the 
Commission of any rate, charge or classification, or any rule, regulation, con- 
tract or practice affecting such rate, charge or classification; and nothing here- 
in shall constitute an acquiescence by the Commission in any estimate or deter- 
mination of cost or any valuation of property claimed or asserted; and this 
order is without prejudice to any order that may hereafter be entered in any 
proceeding instituted by or against the applicant. 

Commissioner Smith not participating. 


Findings and order issuing a certificate of public convenience and necessity 
United Fuel Gas Co. 
Docket No. G—2061 
July 6, 1953 


On September 12, 1952, United Fuel Gas Co. (applicant) filed with the 
Commission an application, which was supplemented on December 11, 1952, 
und on February 2, 1953, for a certificate of public convenience and necessity 
pursuant to section 7 of the Natural Gas Act, authorizing the construction and 
operation of certain natural-gas transmission facilities, hereinafter described, 
in connection with the proposed development, activation and operation of certain 
underground storage facilities, all as more fully described in said application, 
as supplemented. 

On March 23, 1953, the Commission issued an order in this proceeding author- 
izing applicant to construct and operate a portion of the total facilities proposed 
in its said application, as supplemented. Hearing and decision were deferred 
upon the remaining portion of said application, as supplemented, wherein appli- 
cant requests a certificate of public convenience and necessity authorizing the 
construction and operation of approximately 18 miles of 20-inch natural-gas 
transmission pipeline extending from a point of connection with a 24-inch pipeline 
(located in storage pool X-59) to applicant’s proposed storage pool X-58 near 
Limestone, in Wood and Wirt Counties, in West Virginia, and a new compressor 
station, to be known as compressor station X-—58, consisting of three 880 horse- 
power units, each supercharged to 1,100 horsepower, together with auxiliary 
equipment and piping, to be located at said storage pool X—58. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 24, 1953, respecting the matters involved and the issues presented by that 


1 The facilities authorized by the Commission's order issued on March 23, 1953, consist 
of approximately 32.5 miles of 24-inch natural-gas transmission pipeline extending from 
applicant’s existing Lanham compressor station in Putnam County, W. Va., to its new 
storage pool X-59 near Ripley, in Jackson County, W. Va., and said order also authorized 
applicant to activate said new storage pool X—59. 
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portion of said application, as supplemented, hereinbefore last described. No 
protest to said application has been received. 

Applicant proposes in its application, as supplemented, to utilize the facilities 
extending to its storage pool X—58 in connection with the activation and develop- 
ment of said storage pool X-58, authorization to develop which was granted by 
order of the Commission in docket No. G—1952, issued on May 1, 1953.2. The 
transmission facilities proposed by applicant are to be used for the purpose of 
transporting natural gas for injection in and withdrawal from its said storage 
pool X-58, and the compressor facilities proposed by applicant will be used to 
compress gas for such purposes. Applicant estimates that said compressor facil- 
ities will have design capacity for injection of up to a total of 10,000,000 M. c. f. 
of natural gas at 1,400 pounds per square inch gauge into its storage pool X-58. 

The estimated total overall capital cost of the facilities to be used in con- 
nection with applicant’s storage pool X—58, for which authorization is sought 
herein, is $3,557,850, of which $1,057,850 is for the proposed 18 miles of 20-inch 
transmission line, and $2,500,000 is for the proposed compressor station X-58. 
Applicant proposes to obtain the necessary funds for such construction from its 
parent company, The Columbia Gas System, Inc. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
at Charleston, W. Va., owns and operates, among other facilities, a natural-gas 
transmission pipeline system located in the States of West Virginia and Ohio, 
is engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdiction of the 
Commission, and is, therefore, a “natural-gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission in its order of 
March 1, 1944, in docket No. G—341, 4 F. P. C. 534. 

(2) These facilities comprising approximately 18.0 miles of 20-inch natural-gas 
transmission pipeline extending from a point of connection with a 24-inch pipe- 
line, which extends between applicant’s Lanham compressor station and its 
storage pool X-—59, to applicant’s storage pool X-58 near Limestone, in Wood 
and Wirt Counties, in West Virginia ; and a new compressor station, to be known 
as compressor station X-—58, consisting of three 880 horsepower units, each super- 
charged to 1,100 horsepower, together with auxiliary equipment and piping, to 
be located at said storage pool X-58, as hereinbefore described, all as more fully 
described in the application, as supplemented, in this proceeding, are proposed 
to be used in the transportation and sale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, and the construction and operation 
thereof by applicant are subject to the requirements of subsections (c) and (e) 
of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed to be rendered by means of the facilities referred to in 
finding (2) hereof, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities, referred to 
in finding (2) hereof, are required by the public convenience and necessity, 
and a certificate therefor should be issued to applicant, as hereinafter ordered 
and conditioned. 





2 Order modifying and affirming as modified initial decision of the presiding examiner in 
docket Nos. G—1175, et al., In the Matters of Atlantic Seaboard Corporation, et al., p. 599. 
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(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 
Cc. F. R. 1.32 (b)) of the Commission’s rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision with respect to that part of the application herein involving 
the facilities referred to in finding (2) hereof. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same 
hereby is issued authorizing United Fuel Gas Co. to construct and operate the 
facilities referred to in finding (2) of this order for the transportation and 
sale of natural gas as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(B) the following condition be and the same hereby is attached to the 
issuance of the certificate issued to applicant in paragraph (A) hereof: 

Said certificate shall be void and without force or effect unless it be accepted 
in writing by applicant within 30 days from the date of the issuance of this 
order: Provided, however, That such acceptance may be filed within 30 days 
from the date of issuance of any order upon an application for rehearing 
of this order, if any, or within 30 days from the date on which any such appli- 
cation may be deemed to have been denied when the Commission has not 
acted thereon: and Provided, further, That such acceptance may be filed within 
30 days after final disposition of the judicial review of proceedings initiated 
by any petition for review of this order. 

(C) The following conditions be and the same hereby are attached to the 
exercise of the rights granted under the certificate issued in paragraph (A) 
hereof: 

(1) The construction of all of the facilities hereby authorized shall be com- 
pleted and actual performance of all the operations hereby authorized shall 
be undertaken and regularly performed by applicant no later than February 1, 
1958. 

(2) Applicant shall file with the Commission, in writing and under oath, 
an original and 4 conformed copies of the following: 

(i) within 10 days after the bona fide beginning of construetion, notice of 
the date of such beginning ; 

(ii) each 3 months after the date of the issuance of this order, a progress 
report showing the exact status of the construction hereby authorized ; 

(iii) within 10 days after the facilities hereby authorized have been con- 
structed and placed in operation, notice of the date of such placement; and 

(iv) within 6 months after the facilities hereby authorized have been con- 
structed and placed in operation and authorized operations have been com 
menced, a statement showing the actual cost of constructing said facilities by 
operating units, and showing separately the actual cost of labor, materials, 
rights-of-way, damages, surveys, engineering, inspection, overhead, interest 
during construction, contingencies, and all other items of cost, together with 
a statement showing and explaining the cause for any difference between actual 
cost and estimates of cost relied upon by applicant in this proceeding. 

(D) The certificate issued to applicant in paragraph (A) of this order is 
not transferable in any manner and shall be effective only so long as appli- 
cant continues the operations authorized by this order in accordance with the 
provisions of the Natural Gas Act, as well as applicable rules, regulations, and 
orders of the Commission. 

Commissioner Smith not participating. 
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Findings and order issuing a certificate of public convenience and necessity 
Iroquois Gas Corp. 
Docket No. G—2129 
July 6, 1958 


On February 26, 1953, Iroquois Gas Corp. (applicant) filed an application for 
a certificate of public convenience and necessity, and on April 3, and April 30, 
1953, filed supplements to the application, pursuant to section 7 of the Natural 
Gas Act, authorizing the construction and operation of the following described 
natural-gas facilities: 

(1) Gas storage field known as the Aurora Field, located in Erie County, N. Y., 
in the towns of Colden and Aurora, to provide storage facilities of an estimated 
storage capacity of 1.6 billion cubic feet of active gas and a base of 2.4 billion 
cubic feet at storage pressures of 700 pounds per square inch top, and 400 
pounds per square inch base, with an estimated daily delivery of 15 million 
cubic feet. 

(2) Approximately 6 miles of 16-inch pipeline extending from the Aurora 
storage field northeasterly to applicant’s connection with the facilities of Tennes- 
see Gas Transmission Co. at Reiter Road, in the town of Wales, N. Y. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 25, 1953, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The Public Service Commission of the State of New York has by letter to the 
Commission expressed its desire to have favorable action taken herein. 

Applicant proposes to construct and install the proposed natural gas pipeline 
and underground facilities to achieve reasonable operating flexibility and to 
permit applicant to purchase gas at a 100 percent load factor and such surplus or 
construction gas as may be available from time to time. 

The estimated overall cost of the project is $800,000, which is to be financed 
by the issuance of $400,000 in long-term notes to applicant’s parent corporation, 
National Fuel Gas Co., and $400,000 to be provided by applicant from available 
company funds. 

The Commission, having considered the application and the record thereon with 
respect to the matters involved and the issues presented, further finds: 

(1) Applicant, a New York corporation, having its principal place of business 
at Buffalo, N. Y., owns and operates, among other facilities, a natural-gas trans- 
mission pipeline system, located in the State of New York and extending from 3 
points on the New York-Pennsylvania State line near Limestone, N. Y., to points 
in the western part of that State, which transports natural gas produced out- 
side of New York, and by such operation applicant is engaged in the transporta- 
tion of natural gas in interstate commerce subject to the jurisdiction of the 
Commission, and is, therefore, a “natural-gas company” within the meaning of 
the Natural Gas Act as heretofore found by the Commission by its order issued 
May 19, 1950 in docket No. G—1334. 

(2) The facilities hereinbefore described are to be used in the transporta- 
tion of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, as integral parts of applicant’s existing natural-gas pipeline system, 
and the construction and operation thereof by applicant are subject to the re- 
quirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(8) Applicant’s gas supply is adequate to meet the requirements of the service 
to be rendered by means of the facilities. 





ey 
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(4) Applicant is financially able to construct and operate the facilities, and 
such construction and operation will have a beneficial effect upon applicant’s 
existing public services. 

(5) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations thereunder. 

(6) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in the application in these proceedings 
and exhibits appended thereto, for the transportation and storage of natural 
gas as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by applicant within 30 days from the date of issuance of the order issuing 
such certificate: Provided, however, That if an application for rehearing of such 
order is filed in accordance with section 19 of the Natural Gas Act, such accept- 
ance shall be filed within 30 days from the date of issuance of the order of the 
Commission upon the application for rehearing or within 30 days from the date 
on which such application may be deemed to have been denied when the Commis- 
sion has not acted on such application within 30 days after it has been filed: 
Provided, further, That if a petition for review is filed in accordance with the 
provisions of section 19 of the Natural Gas Act, such acceptance shall be filed 
within 30 days after final disposition of the judicial review proceedings thus 
initiated. 

(C) The following conditions be and the same are hereby attached to the exer- 
cise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be commenced within 90 days 
after the issuance of this order. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following : 

(i) Within 10 days after bona fide beginning of construction, notice of date of 
such beginning ; 

(ii) Within 1 month after date of issuance of this order, a progress report 
showing the exact status of authorized construction ; 

(iii) Within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of 
the date of such placement and commencement ; 

(iv) Within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement showing 
actual cost of constructing authorized facilities by operating units, and showing 
separately the actual cost of labor, materials, rights-of-way, damages, surveys, 
engineering, inspection, overhead, interest during construction, contingencies, 
and all other items of cost, together with a statement showing and explaining 
the cause for any difference between actual cost and estimates of cost relied upon 
herein by applicant. 

(v) Semi-annual reports coinciding with the termination of input and with- 
drawal cycles, showing volumes of natural gas injected into or withdrawn from 
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the Aurora Storage Field, together with the pressure of each well. There shall 
be included with each report a map showing the pressures in all storage wells 
corresponding to the volumes of gas in storage and the pressure on all wells in the 
area immediately adjacent to the storage field. Such reports shall be filed until 
applicant is notified to discontinue by the Commission. 

(D) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations hereby authorized in accord- 
ance with the provisions of the Natural Gas Act, as well as any applicable rules, 
regulations, or orders of the Commission. 

Commissioner Smith not participating. 


Findings and order issuing certificate of public convenience and necessity 


Pennsylvania Gas Co. 
Docket No. G-2136 


July 6, 1953 


On March 10, 1953, Pennsylvania Gas Co. (applicant) filed with the Com- 
mission an application for a certificate of public convenience and necessity, 
and a supplement thereto on April 27, 1953, pursuant to section 7 of the Natural 
Gas Act, authorizing the construction and operation of facilities subject to the 
jurisdiction of the Commission consisting of underground storage facilities 
and approximately 3.2 miles of 12%-inch O. D. pipeline extending from a point 
on applicant’s existing system in Roystone, Pa., to a point within the proposed 
storage area located in Sheffield Township, Warren County, and Hamilton Town- 
ship, McKean County, Pa. The proposed storage field is to be known as 
applicant’s East Branch (B) storage area. 

Pursuant to due notice a public hearing was held in Washington, D. C., 
on June 26, 1953, respecting the matters involved and the issues presented 
by the application and supplement filed herein. No protest to the granting 
of the application has been received. 

The facilities herein involved will enable applicant to utilize as a storage 
field one of its depleted natural gas producing areas. The record indicates that 
applicant’s existing storage fields identified by name as Deerlick, Duhring, East 
Branch (A), Keelor, Owls Nest and Swede Hill, provide a maximum storage 
capacity of 6,150,000 M. c. f., and, as of March 31, 1953, contained 4,371,232 
M. c. f., providing an available storage capacity of 1,778,768 M. c. f. for the 
summer of 1953. The applicant has available for storage from regular sources 
of supply for 1953 a total of 2,473,000 M. c. f. The facilities proposed to be 
constructed and operated will, when installed, provide a maximum daily deliv- 
erability of 20,000 M. c. f., and a maximum storage capacity of 2,500,000 M. c. f., 
and will enable applicant to meet seasonal and peak day demands of its present 
customers, and purchase natural gas from present suppliers on a 100 percent 
load factor basis during the warmer periods of the year. 

The estimated cost of the proposed facilities is $410,000, and will be financed, 
in part, by the issuance to its parent corporation, National Fuel Gas Co., 
of long-term notes at their face value in the amount of $300,000, with the balance 
of the cost estimated at $110,000 to be met from available company funds. 
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The Commission finds: 

(1) Pennsylvania Gas Co., a Pennsylvania corporation having its principal 
place of business in Warren, Pa., owns and operates, among other facilities, 
a natural-gas transmission pipeline system located in the States of Pennsylvania 
and New York, is engaged in the transportation and sale of natural gas in 
interstate commerce subject to the jurisdiction of the Commission and is, there- 
fore, a “natural-gas company” within the meaning of the Natural Gas Act. 

(2) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(3) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce for resale for public 
consumption, subject to the jurisdiction of the Commission, as integral parts 
of applicant’s existing pipeline system, and the construction and operation 
thereof by applicant are subject to the requirements of subsections (c) and 
(e) of section 7 of the Natural Gas Act. 

(4) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 
C. F. R. 1.32 (b)) of the Commission’s rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Pennsylvania Gas Co. authorizing it to construct and operate the 
facilities hereinbefore described. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by applicant within 30 days from the issue date of the order issuing such 
certificate: Provided, however, That if an application for rehearing of such 
order is filed in accordance with section 19 of the Natural Gas Act, such acceptance 
shall be filed within 30 days from the issue date of the order of the Commission 
upon the application for rehearing or within 30 days from the date on which 
such application may be deemed to have been denied when the Commission has 
not acted on such application within 30 days after it has been filed: Provided, 
further, That if a petition for review is filed in accordance with the provisions 
of section 19 of the Natural Gas Act, such acceptance shall be filed within 30 
days after final disposition of the judicial review proceedings thus initiated. 

(C) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be commenced within 60 days 
after the issuance of this order and shall be completed and actual operations 
thereunder commenced by applicant not later than 4 months subsequent to 
beginning of construction. 

(2) Applicant shall file with the Commission, in writing and under oath, 
an original and 4 conformed copies of the following : 

(i) within 10 days after bona fide beginning of construction, notice of date 
of such beginning ; 

(ii) within one month after date of issuance of this order, a progress report 
showing the exact status of authorized construction ; 
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(iii) within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of the 
date of such placement and commencement ; 

(iv) within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement showing 
the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, con- 
tingencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimate of 
costs relied upon herein by applicant. 

(v) within 6 months after facilities have been placed in operation, and each 
6 months thereafter until the maximum injection gas pressure of 530 pounds per 
square inch gauge is reached reports showing: 

(a) Gas injected into proposed East Branch (B) storage area and gas 
withdrawn. 

(b) Pressure by wells corresponding to the natural gas in storage shown in (a) 
above (a map similar to that submitted as supplemental exhibit A to the 
application). The wells on which pressures are to be shown are those in and 
adjacent to the proposed storage area. 

(D) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations hereby authorized and in 
accordance with the provisions of the Natural Gas Act, as well as any applicable 
rules, regulations, or orders of the Commission. 

Commissioner Smith not participating. 


Findings and order issuing certificate of public convenience and necessity 
United Gas Pipe Line Co. 
Docket No. G—2158 
July 6, 1953 


On April 20, 1953, United Gas Pipe Line Co. (applicant), a Delaware corpora- 
tion having its principal place of business at 1525 Fairfield Avenue, Shreveport, 
La., filed an application for a certificate of public convenience and necessity 
pursuant to section 7 of the Natural Gas Act, authorizing the construction and 
operation of a sales meter and regulator station on its Great Lakes Carbon Co. 
4-inch pipeline at a point in Jefferson County, Tex., near’Port Arthur, Tex., for 
the purpose of rendering direct natural gas service to Warren Petroleum Co. for 
use in tank blanketing. Applicant estimates annual sales at 2,984 M. ¢. f. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
June 26, 1953, respecting the matters involved and the issues presented by the 
application. No protest to the granting of the application has been received. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
at Shreveport, La., owns and operates a natural-gas transmission pipeline system 
and by such operations is engaged in the transportation and sale of natural gas 
in interstate commerce for resale for ultimate public consumption, subject to the 
jurisdiction of the Commission and is, therefore, a ‘“natural-gas company” within 
the meaning of the Natural Gas Act as heretofore found by the Commission in its 
order of November 10, 1942, in docket No. G—232, 3 F. P. C. 863. 
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(2) The facilities hereinbefore described, and as more fully described in the 
application herein, are proposed to be used in the transportation of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission, as integral 
parts of applicant’s existing pipeline system, and the construction and operation 
thereof by applicant are subject to the requirements of subsections (c) and (e) 
of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 
C. F. R. 1.32 (b) ) of the Commission’s rules of practice and procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in the application in this proceeding and 
the exhibits appended thereto, for the transportation of natural gas therein set 
forth, subject to the jurisdiction of the Commission, upon the terms and conditions 
of this order. 

(B) The following condition be and the same is hereby attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate herein granted shall be void and without force or effect unless 
accepted in writing by applicant within 30 days from the date of issuance of this 
order: Provided, however, That such acceptance may be filed within 30 days from 
the date of issuance of any order upon an application for rehearing, if any, of 
this order, or within 30 days from the date on which any such application may 
be deemed to have been denied when the Commission has not acted thereon: 
and Provided, further, That such acceptance may be filed within 30 days after 
final disposition of the judicial review of proceedings initiated by any petition 
for review of this order. 

(C) The following conditions be and the same are hereby attached to the 
exercise of rights granted by the certificate issued in paragraph (A) hereof: 

(1) Construction of the facilities herein authorized shall be completed and 
the operation and service herein authorized shall be actually undertaken and 
regularly performed by applicant within 30 days from the date of issuance of this 
order. 

(2) Applicant shall file with the Commission, in writing and under oath, 
an original and 4 conformed copies of the following: 

(a) within 10 days after the facilities herein authorized have been con- 
structed and placed in service or any operation and service herein authorized 
has commenced, notice of the date of such placement and commencement; and 

(b) within 6 months after the facilities herein authorized have been con- 
structed and placed in service and operation as herein authorized has com- 
menced, a statement showing the actual cost of constructing said facilities 
by operating units, and showing separately the actual cost of labor, materials, 
rights-of-way, damages, surveys, engineering, inspection, overhead, interest dur- 
ing construction, contingencies, and all other items of cost, together with a 
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statement showing and explaining the cause for any difference between actual 
cost and estimates of cost relied upon by applicant in this proceeding. 

(D) This certificate is not transferable and shall be effective only so long as 
applicant continues the operation hereby authorized in accordance with the 
provisions of the Natural Gas Act, and any pertinent rules, regulations, or 
orders heretofore issued by the Commission. 

Commissioner Smith not participating. 


Findings and order issuing a certificate of public convenience and necessity 
Cities Service Gas Co. 
Docket No. G-2161 
July 6, 1953 


On April 27, 1953, Cities Service Gas Co. (applicant), a Delaware corpora- 
tion having its principal place of business at Oklahoma City, Okla., filed an 
application for a certificate of public convenience and necessity pursuant to 
section 7 of the Natural Gas Act, authorizing the construction and operation of 
approximately 6 miles of 10-inch natural-gas transmission pipeline to replace 
an existing section of 6-inch pipeline extending westwardly from an 8-inch 
line between applicant’s Knobnoster compressor station and Carrollton, Mo., to 
a point in LaFayette County, Mo. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 24, 1953, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The proposed facilities are to be installed on applicant’s so-called Lexington 
lateral which extends from the Knobnoster-Carroliton portion of applicant’s 
system to Lexington, Mo., at which point deliveries of natural gas are made for 
service to Richmond and Henrietta, Mo., 8.5 miles and 5.5 miles, respectively, 
beyond Lexington. Applicant proposes the replacement of its existing facilities 
as hereinbefore described to allow operation of the compressors at its Knob- 
noster compressor station and the 8-inch line extending from said station within 
reasonable limits and at the same time to meet increased firm requirements 
on its system in that area which are anticipated during 1953-1954. 

The record shows that applicant maintains a 150 pounds per square inch 
pressure at Lexington, Mo., instead of the usual 50 pounds per square inch town 
border pressure to provide for the deliveries for service to Richmond and Hen- 
rietta, Mo. The record further shows that in order to maintain 150 pounds 
per square inch pressure at Lexington with existing facilities and meet esti- 
mated peak-day requirements for 1953-1954, aggregating 19,370 M. c. f. for the 
Knobnoster-Carrollton system, applicant would be required to overload its Knob- 
noster compressor station 21 percent and exceed the stated maximum working 
pressure on the lower portion of its pipeline. Replacement of facilities as 
herein proposed would permit operation of applicant’s Knobnoster compressor 
station at 10 percent overload under the anticipated conditions hereinbefore set 
forth, and result in a discharge pressure out of said station which will be equal 
to the stated maximum line pressure. No new service or change in existing 
service is proposed by applicant as a result of the installation of the proposed 
facilities. 

The estimated net overall capital cost of construction of the proposed facilities 
is $103,000, which is to be financed from an unsecured bank credit which has been 
negotiated by applicant. 
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The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
in Oklahoma City, Okla., owns and operates, among other facilities, a natural-gas 
transmission pipeline system located in the States of Oklahoma, Texas, Kansas, 
Missouri, and Nebraska, and by such operation applicant is engaged in the 
transportation and sale of natural gas in interstate commerce for resale for 
ultimate public consumption, subject to the jurisdiction of the Commission, and 
is, therefore, a “natural-gas company” within the meaning of the Natural Gas 
Act, as heretofore found by the Commission in its order entered on December 28, 
1943, docket No. G—298, 4 F. P. C. 471. 

(2) The facilities hereinbefore described are proposed to be used for the trans- 
portation and sale of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, as an integral part of applicant’s existing pipeline 
system, and the construction and operation thereof by applicant are subject 
to the requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of section 1.32 (b) of the 
Commission's rules of practice and procedure (18 C. F. R. 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity, and a certificate therefor should 
be issued as hereinafter ordered. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued to Cities Service Gas Co. authorizing it to construct and operate the 
facilities described above, as more fully described in the application, upon the 
terms and conditions of this order. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate issued hereby shall be void and without force or effect unless 
it shall be accepted by applicant in writing within 30 days of the date of issuance 
of this order: Provided, however, That such acceptance may be filed within 30 
days from the date on which any application for rehearing filed herein may be 
deemed to have been denied, or within 30 days after final disposition of the judicial 
review of any petition for review that may be filed herein. 

(C) The following conditions be and the same hereby are attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be commenced by August 1, 1953 
and be completed and actual operations thereunder shall be commenced by appli- 
cant by October 1, 1953. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following: 

(i) Within 10 days after the bona fide beginning of construction, notice of date 
of such beginning ; 

(ii) Within 10 days after authorized facilities have been constructed and placed 
in service and operations herein authorized have commenced, notice of the date 
of such placement and commencement : 

(iii) Within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement showing 
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the actual cost of constructing authorized facilities by operating units, and show- 
ing separately the actual cost of labor, materials, rights-of-way, damages, sur- 
veys, engineering, inspection, overhead, interest during construction, contin- 
gencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimates of cost 
relied upon by applicant in the proceeding in which the certificate is issued. 

(D) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations authorized by this order 
issuing such certificate and in accordance with the provisions of the Natural 
Gas Act, as well as any applicable rules, regulations, or orders of the Commission. 

Commissioner Smith not participating. 


Order issuing new license (minor) 
Superior Packing Co. 
Project No. 831 


July 7, 1953 


Application was filed October 20, 1952 by Superior Packing Co., of Seattle, 
Wash., for a new license under the Federal Power Act (hereinafter referred to as 
the act) for constructed minor project No. 831 located about 4 miles east of 
Tenakee Springs on a creek of Chichagof Island flowing into Tenakee Inlet, 
First Judicial Division, Alaska, and affecting lands of the United States within 
Tongass National Forest. 

The original license for the project was issued, without charge, to the licensee 
on November 26, 1927 for a period of 25 years therefrom, and expired on 
November 25, 1952. 

The project consists of: 

(a) All lands constituting the project area, the limits of which are 50 feet 
on each side of the center line of the wood-stave pipes, dam and on each side of 
the ends of dam; 

(b) All project works, comprising a low diversion dam, 24 feet long and 8 feet 
high; a short stretch of wood flume; two wood-stave pipes, one 8 inches and the 
other 12 inches in diameter, each about 3,000 feet in length; three Pelton water 
wheels, one 24-inch and two 36-inch ; and one 10-kilowatt generator in the cannery 
building ; 

(ec) All other structures, fixtures, equipment, or facilities used or useful in the 
maintenance and operation of the project and located on the project area, and 
all rights and interests, the possession of which is necessary or appropriate in the 
maintenance and operation of the project. The project lands and project works 
are more specifically shown and described by a certain map which formed a part 
of the application for license by reference thereto, and which is described as: 

Ecrhibdit B (F. P. C. No. 831-1), a map entitled “Superior Packing Co. water 
power location—Tenakee Inlet—Chichagof Island—Alaska”, and filed with the 
Commission on August 10, 1927. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Tongass National Forest, an Assistant Secretary of the 
Interior, and the Director of Alaska Department of Fisheries have reported on 
the application. 
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The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State of 
Washington, and has submitted satisfactory evidence of compliance with the 
requirements of all applicable laws of the State of Washington and of the Terri- 
tory of Alaska insofar as necessary to effect a new license for the project. 

(2) No conflicting application is before the Commission. 

(3) The project does not affect any Government dam, nor will the issuance of 
a new license therefor, as hereinafter provided, affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(4) The issuance of a new license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which the Tongass National 
Forest was created or acquired. 

(5) The installed horsepower capacity of the project is 100 horsepower and the 
energy generated thereby is used for domestic power and lighting in the applicant’s 
cannery during the fishing season. 

(6) The amount of annual charges to be paid by the licensee under the license 
for the purposes of reimbursing the United States for the costs of administration 
of part I of the act and for recompensing it for the use, occupancy, and enjoy- 
ment of its lands is reasonable as hereinafter fixed and specified. 

(7) The exhibit described and designated in paragraph (c) of this order con- 
forms with the Commission’s rules and regulations. 

(8) It will be in the public interest to waive the terms and conditions contained 
in the following sections of part I of the act: 

Sections 4 (b), except the second sentence thereof ; 4 (e), insofar as it relates to 
approval of plans by the Chief of Engineers and the Secretary of the Army and to 
public notice ; 6, insofar as it relates to public notice and to the acceptance and 
expression in the license of terms and conditions of the act which are hereinafter 
waived; 10 (a); 10 (c), insofar as it relates to depreciation reserves; 10 (d); 
10 (f) ; 11; 12; 14, except insofar as the power of condemnation is reserved ; 15; 
18, except insofar as it relates to fishways; 19; 20; 22; and 23 (a), insofar as it 
relates to the determination of fair value. 

The Commission orders: 

(A) This new license is issued to Superior Packing Co., of Seattle, Wash., 
under sections 4 (e) and 15 of the act for a period of 10 years, effective as of 
November 26, 1952, for the operation and maintenance of constructed minor 
project No. 831, subject to the terms and conditions of the act which is hereby 
incorporated by reference as a part of this license (except that the terms and 
conditions of part I of the act referred to in finding (8) above are hereby waived 
to the extent therein specified), and subject to such rules and regulations as 
the Commission has issued or prescribed under the provisions of the act. 

(B) This new license is also subject to the terms and conditions set forth in 
form L-7 * entitled “Terms and conditions of license for minor project affecting 
lands of the United States’, which terms and conditions, described as articles 
1 through 14, are attached hereto and made as part hereof, and subject to the 
following special condition: 

Article 15. The licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of ad- 
ministration of part I of the act, $5.00; and 


* See p. 911. 
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(ii) For the purpose of recompensing the United States for the use, occupancy 
and enjoyment of its lands, $7.63. 

(C) Exhibit B (F. P. C. No. 831-1) is hereby approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act, 
and failure to file such an application shall constitute acceptance of this license. 
In acknowledgment of the acceptance of this license, it shall be signed for the 
licensee and returned to the Commission within 60 days from the date of issuance 
of this order. 

Commissioner Smith not participating. 


Order authorizing and approving acquisition and merger or consolidation 
of facilities 


Central Vermont Public Service Corp. 
Docket No. E-6477 
July 7, 1953 


Central Vermont Public Service Corp. (Central Vermont), incorporated under 
the laws of the State of Vermont and qualified to do business as a foreign corpo- 
ration in the States of New Hampshire and New York, with its principal business 
office at Rutland, Vt., filed its application on February 13, 1953, and amendments 
thereto on March 2, 6, 16, April 3, June 25 and 26, 1953, for an order, pursuant 
to section 203 of the Federal Power Act, authorizing it to acquire all of the 
facilities of Public Electric Light Co. (Public Electric), and to merge or con- 
solidate its facilities with those proposed to be so acquired. 

The proposed acquisition will be pursuant to the terms of an agreement of 
merger (copy filed as exhibit L to the application), entered into between the 
parties whereby Central Vermont will (1) acquire all of the facilities, rights, 
privileges and franchises of Public Electric, and (2) assume and be subject 
to all debts, liabilities and duties of Public Electric. Upon consummation of 
the proposed merger, Central Vermont will continue as the surviving corporation 
and Public Electric’s separate existence will cease. 

Under the terms of the merger agreement Central Vermont will, among other 
things, assume the primary liability on mortgage bonds issued by Public Electric 
in the principal amount of $3,343,000 and will exchange 11,030 shares of its 
4.75 percent preferred stock, $100 par value, together with 105,515 shares of its 
common stock, $6 par value, for the 11,030 outstanding shares of Public Electric’s 
6 percent cumulative preferred, $100 par value, and the 8,000 outstanding shares 
of its no par common stock. In addition Central Vermont will pay dividend 
arrearages of Public Electric in the amount of $16,545. 

The application shows a total undepreciated electric plant of Public Electric, 
to be herein acquired, in the amount of $6,842,469. Included within such total 
are acquisition adjustments (account 100.5), in the amount of $390,588 which 
will be eliminated by, (1) an immediate charge of $100,025 to Central Vermont’s 
eapital surplus account created by the transfer thereto, upon the merger, of the 
balance then remaining in the earned surplus account of Public Electric, and (2) 
the remainder if found to be properly includible in either account 100.5 or 
account 107 shall be charged in a lump sum, without amortization, to the balance 
in the capital surplus account of Central Vermont created as stated in (1) above, 
or to such other account or accounts, if any, as may be approved by the 
Commission. 
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The proposed merger will not in itself result in the creation of an electric plant 
acquisition adjustment. 

Although upon completion of the proposed merger Central Vermont will use 
its presently owned operating facilities and those acquired from Public Electric 
in substantially the same manner in which they are now used by the two 
companies, it is anticipated that considerable savings will result from the elim- 
ination of some of the present corporation overhead duplication. There are now 
no direct interconnections between the facilities of Public Electric and those of 
Central Vermont. 

Written notice of the application has been given to the Public Service Commis- 
sions of New York, Vermont and New Hampshire and the Department of Public 
Utilities of Massachusetts and to the Governors of each of those States. Notice 
was also published in the Federal Register on February 21, 1953 (18 F. R. 1048), 
stating that any person desiring to be heard or to make any protest with refer- 
ence to the application should file a petition or protest on or before March 7, 1953. 

In response to such notice a protest was received March 5, 1953, from the Green 
Mountain Power Corp., of Montpelier, Vt. On June 29, 1953, the Green Mountain 
Power Corp. withdrew its protest. 

By a memorandum opinion and order dated July 2, 1953 (file No. 70-2999), the 
Securities and Exchange Commission permitted Central Vermont to withdraw 
an application declaration filed under the Public Utility Holding Company Act 
of 1935, regarding the proposed issuance of preferred and common stock and as- 
sumption of liability necessary to consummate the merger of Public Electric's 
facilities. 

By order dated June 24, 1953, the Public Service Commission of Vermont author- 
ized and approved the proposed merger and consolidation. 

The Commission finds: 

(1) Central Vermont, a corporation, is a public utility within the meaning of 
section 203 of the act subject to the jurisdiction of the Commission as heretofore 
described and set forth in the Commission’s order entered June 29, 1945, In the 
Matter of Central Vermont Public Service Corporation, docket No. IT-5946. 

(2) By the proposed acquisition of facilities Central Vermont will merge or 
consolidate its facilities subject to the jurisdiction of this Commission with those 
of Public Electric, another person within the meaning of that section as used 
in section 203 of the act, and such merger or consolidation is subject to the re- 
quirements of said section 203. 

(3) The proposed merger or consolidation of facilities will eliminate the dupli- 
cation of a considerable amount of corporate overhead and will be consistent with 
the public interest. 

(4) The electric plant acquisition adjustment of Public Electric should be 
disposed of by Central Vermont as hereinafter ordered. 

(5) The public notice given in the aforesaid application is reasonable. 

The Commission orders: 

(A) The proposed acquisition and merger or consolidation by Central Vermont 
of the facilities of Public Electric be and the same hereby is authorized and 
approved upon the terms and conditions set forth in the application subject to the 
provisions of this order. 


(B) The amount of $390,588 now contained in the electric plant acquisition 
adjustment account of Public Electric shall be eliminated by (1) an immediate 
charge of $100,025 to Central Vermont’s capital surplus account created by the 
transfer thereto, upon the merger, of the balance then remaining in the earned 
surplus account of Public Electric, and (2) the remainder if found to be properly 
includible in either account 100.5 or account 107 shall be charged in a lump sum, 
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without amortization, to the balance in the capital surplus account of Central 
Vermont created as stated in (1) above, or to such other account or accounts, if 
any, as may be approved by the Commission. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days from the entry of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any matter whatsoever which 
may come before this Commission or any other regulatory body, and nothing 
in this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or 
asserted. 

Commissioner Smith not participating. 


Findings and order permitting and approving abandonment and amending 
order issuing certificate of public convenience and necessity 


Lone Star Gas Co. 
Docket Nos. G—1889, G—2152 
July 8, 1953 


On April 10, 1953, Lone Star Gas Co. (applicant) filed an application for an 
order disclaiming jurisdiction or in the alternative for an order pursuant to sec- 
tion 7 (b) of the Natural Gas Act, permitting and approving a change in its 
method of service to the communities of Archer City, Holiday, Megargel, and 
Olney, all in Texas. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 10, 1953, respecting the matters involved and the issue presented by the 
application. There were no interveners. 

The record shows that by order issued March 28, 1952, in docket Nos. G-1878 
and G—1889, the Commission authorized the sale by Martin Wunderlich and Lee 
Aikin, and the acquisition by applicant, of certain facilities previously owned 
and operated by United Gas Pipe Line Co. (United) and known as the Wichita 
Falls district of United. Said facilities had been previously acquired by Wunder- 
lich and Aikin from United pursuant to Commission order issued on January 8, 
1952, in docket Nos. G-1801 and G—1825. 

Paragraphs (C) (2) and (C) (3) of said order issued March 28, 1952, provided 
as follows: 

(2) Immediately upon the acquisition by Lone Star of the Wichita Falls 
district facilities, in conformity with paragraph (C) (1) hereof, Lone Star shall 
promptly commence all operations and service which United Gas Pipe Line 
Co. rendered by means of the facilities in its Wichita Falls district, with respect 
to which the Commission granted to United Gas Pipe Line Co. permission and 
approval to abandon by the aforesaid order issued January 8, 1952. 

(3) The Wichita Falls district shall be incorporated by Lone Star as an 
integral part of its system; and Lone Star shall so operate such integrated sys- 
tem, including the Wichita Falls district, that such portion of Lone Star’s entire 
gas supply shall be made available to the Wichita Falls district, as may be needed 
to render adequate service to said district, so that all customers of such inte- 
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grated system shall be afforded equality of service within each class of such 
service. 

Pursuant to such order, on April 24, 1952, applicant acquired, and commenced 
operation of, the Wichita Falls district. Thereafter, on April 25, 1952, applicant 
altered the method of service to the communities of Archer City, Holiday, Megar- 
gel, and Olney, as described hereinafter. 

The record shows that service to such communities is provided from pipelines 
designated as lines 73 and 75. Such pipelines until April 25, 1952, received their 
supply of gas from a 16-inch pipeline designated as line 71, through which line gas 
produced in the Panhandle Field of Texas was transported through Oklahoma 
and back into Texas for ultimate delivery to such communities. On and after 
April 25, 1952, applicant changed the method of service by supplying lines 73 
and 75 with gas produced in Wise and Jack Counties, Tex., through an 85%-inch 
pipeline constructed in December of 1951 and January of 1952. Said 85-inch 
line is approximately 8 miles in length and extends from fields in Wise and Jack 
Counties, Tex., to a point of connection with said lines 73 and 75. In addition, 
as of April 25, 1952, applicant closed an 8-inch plug valve and an 8-inch gate valve 
at a point of connection between lines 73 and 75 and the 16-inch line 71 from 
which gas had previously been delivered, as hereinbefore described, for service 
to such communities. Such change in method of service enabled Lone Star more 
adequately to meet the natural-gas requirements of its customers in such com- 
munities. 

The record further shows that service to the communities of Archer City, 
Holiday, Megargel, and Olney was rendered by United under the provisions of its 
filed F. P. C. rate schedules Nos. 22, 23, 24, and 25. Paragraph (C) (4) of the 
order issued March 28, 1952, required that applicant, within 30 days from the date 
of issuance of said order, file certificates of adoption in accordance with the ap- 
plicable provision of the Commission’s rules of practice and procedure for all 
“presently effective rate schedules now on file with the Commission, concerning 
transactions involving such facilities.” The operation of such requirement 
has been postponed from time to time, at the request of applicant, pending dis- 
position of the matters and issues described in the application in docket No. 
G-2152. 

The Commission finds: 

(1) Applicant, a Texas corporation having its principal place of business at 
Dallas, Tex., owns and operates, among other facilities, a natural-gas transmission 
Pipeline system located in the States of Texas and Oklahoma, and by such 
operations is engaged in the transportation and sale of natural gas in interstate 
commerce for resale for ultimate public consumption, subject to the jurisdiction of 
the Commission, and is, therefore, a “natural-gas company” within the meaning 
of the Natural Gas Act, as heretofore found by the Commission in its order of 
April 11, 1944, in docket No. G- 442, 4 F. P. C. 565. 

(2) The facilities hereinbefore described, as operated prior to April 25, 1952, 
were used in the transportation and sale of natural gas for resale for ultimate 
public consumption as an integral part of an existing natural-gas transmission 
system, subject to the jurisdiction of the Commission, and the change in method 
of service on and after April 25, 1952, as heretofore described, constituted aban- 


donment of service subject to the requirements of section 7 (b) of the Natural Gas 
Act. 


(3) Such abandonment of service by applicant was not authorized by the 
Commission’s order in docket No. G—1889, et al., In the Matter of Lone Star Gas 
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Co., et al., issued on March 28, 1952, and the request by applicant for an order 
of disclaimer should be denied. 

(4) The abandonment of interstate service by applicant, as heretofore de- 
scribed, is permitted by the public convenience and necessity, and an order author- 
izing and approving the same should be issued as hereinafter ordered. 

(5) It is appropriate to carry out the provisions of the Natural Gas Act, and 
public convenience and necessity require, that an order permitting and approving 
abandonment of interstate service be issued to applicant as hereinafter condi- 
tioned, and that paragraph (C) (4) of the order issued March 28, 1952, in docket 
No. G—1889, be amended as hereinafter set forth. 

(6) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 C. F. R. 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision. 

The Commission orders: 

(A) Applicant be and it is hereby granted permission and approval for the 
abandonment of the natural-gas service hereinbefore described, upon the terms 
and conditions of this order. 

(B) The provisions of section 154.64 of the Commission's rules and regulations 
be and the same hereby are waived, and rate schedules 22, 23, 24, and 25, as 
heretofore described, be and the same hereby are cancelled as of the date of 
issuance of this order. 

(C) Paragraph (C) (4) of the order issued March 28, 1952, in docket No. 
G-—1889, be and the same hereby is modified to the extent, and only for the extent, 
necessitated by paragraph (B) hereof. 

Commissioner Smith not participating. 

Commissioner Draper dissenting. 


Order modifying order issuing certificate of public convenience and necessity 
Southern Natural Gas Co. 
Docket No. G-1907 
July 8, 1953 


On May 7, 1953, Southern Natural Gas Co. (applicant) filed a petition to 
modify the order of the Commission issued October 31, 1952, as modified by order 
issued March 19, 1953, issuing a certificate of public convenience and necessity 
in this proceeding. 

Applicant seeks to construct and operate approximately 20.8 miles of 12-inch 
pipeline in lieu of smaller sized pipeline to the South and West Barataria Gas 
Fields in southern Louisiana; approximately 0.5 mile of 6-inch pipeline in 
lieu of smaller sized pipeline to the Bayou de Fleur and Alliance Gas Fields in 
southern Louisiana ; two 12-inch pipelines crossing the Mississippi River in lieu 
of two 8-inch pipelines; and a single 24-inch pipeline crossing the Boque Chitto 
River in lieu of three 16-inch pipelines. 

Applicant states that the larger sized pipelines in the Barataria, Bayou de 
Fleur and Alliance Gas Fields will enable it to receive and transport an ad- 
ditional 40,000 M. c. f. of gas per day which is available to applicant in that 
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area on a short-term basis. The increase in the estimated construction cost is 
$244,900. 

All parties to the proceeding have been served with a copy of the petition 
to amend, and no objection to the granting of said petition has been received. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate to carry out 
the provisions of the Natural Gas Act to modify, as hereinafter ordered, the 
order issued October 31, 1952, as heretofore modified by order issued March 19, 
1953, in this proceeding. 

The Commission orders: 

(A) The order of the Commission issued October 31, 1952, issuing a certificate 
of public convenience and necessity at docket No. G-1907, as modified by order 
issued March 19, 1953, be and the same is hereby further modified authorizing 
the construction and operation of the facilities hereinbefore described in lieu of 
those previously authorized. 

(B) In all other respects, the order issued October 31, 1952, as heretofore and 
herein modified, shall remain in full force and effect. 

Commissioner Smith not participating. 


Order modifying order issuing certificate of public convenience and necessity 
South Carolina Natural Gas Co. 
Docket No. G-1961 
July 8, 1953 


On June 9, 1953, South Carolina Natural Gas Co. (applicant) filed a petition 
to modify the order of the Commission issued May 4, 1953, issuing a certificate of 
public convenience and necessity in this proceeding. 

Applicant seeks to modify the route of the proposed pipeline by constructing 32.8 
miles of 16-inch pipeline, 87.2 miles of 12-inch pipeline and 32.0 miles of 10-inch 
pipeline, for a total of 152 miles of pipeline in lieu of the 160 miles of pipeline 
authorized in said order. The estimated cost of the modified proposal is approx- 
imately $195,000 less than the estimated cost of the original proposed pipeline. 
No change in service is proposed, and applicant states no change in the capacity 
of the line will result. 

All parties to the proceeding have been served with the petition to modify, and 
no objection to the granting thereof has been received. 

The Commision finds: 

It is in the public interest and it is necessary and appropriate to carry out 
the provisions of the Natural Gas Act to modify, as hereinafter ordered, the 
order issued May 4, 1953, issuing a certificate of public convenience and necessity 
in this proceeding. 

The Commission orders: 


(A) The order of the Commision issued May 4, 1953, issuing a certificate 
of public convenience and necessity at docket No. G-1961, be and the same is 
hereby modified authorizing the construction and operation of 152 miles of 
pipeline as hereinbefore described, in lieu of 160 miles of pipeline. 

(B) In all other respects, the order issued May 4, 1953, in this proceeding 
is to remain in full force and effect. 

Commissioner Smith not participating. 
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Findings and order issuing certificate of public convenience and necessity and 
permitting and approving abandonment 


Lone Star Gas Co. 
Docket No. G-—2168 
July 8, 1953 


On May 7, 1953, Lone Star Gas Co. (applicant), a Texas corporation having 
its principal place of business at Dallas, Tex., filed an application pursuant to 
section 7 of the Natural Gas Act for a certificate of public convenience and neces- 
sity authorizing the construction and operation of 1.7 miles of 6-inch natural-gas 
transmission pipeline and for an order permitting and approving abandonment 
and removal of 24.79 miles of 16-inch natural-gas transmission pipeline designated 
by applicant as line 71, a 6-inch tapline extending therefrom 1,267 feet in length, 
and a measuring station. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 30, 1953, respecting the matters involved and the issues presented by the 
application. No protest to the granting of the application has been received. 

The record shows that the facilities proposed to be abandoned and removed were 
acquired by applicant from Martin Wunderlich and Lee Aikin, and constitute 
a portion of the Wichita Falls district pipeline system formerly owned and 
operated by United Gas Pipe Line Co. Said facilities include the 16-inch pipeline 
as described above which extends in an easterly direction from applicant’s Chil- 
licothe, Tex., compressor station to its tapline 71-15, near Harrold, Tex.; the tap- 
line as heretofore described which extends from the 16-inch line to be removed to 
the town border of Vernon, Tex.; and the meter and regulator station at Vernon. 

The record further shows that the 1.7 miles of 6-inch pipeline is proposed to be 
constructed to connect applicant’s main 18-inch line “A” with its tapline 71-15, 
and that such 6-inch line will enable applicant to continue to render natural-gas 
service to two industrial customers which are now served through the line 
proposed to be abandoned. In addition, the record shows that the towns of 
Vernon and Odell, both in Texas, are now being, and will continue to be, 
served from applicant’s main 18-inch line “A,” so that the line proposed to be 
abandoned is not needed to enable applicant to continue to render service to such 
towns. Service to 25 right-of-way customers located along line 71, who use gas 
for residential purposes, will be discontinued under the terms of applicant’s 
right-of-way contracts with such customers. 

The estimated cost of removing the facilities is $99,300.25, and the estimated 
cost of construction of the 1.7 miles of 6-inch pipeline is $23,391.80. 

The Commission finds: 

(1) Applicant, a Texas corporation having its principal place of business at 
Dallas, Tex., owns and operates, among other facilities, a natural-gas trans- 
mission pipeline system located in the States of Texas and Oklahoma, and by 
such operations is engaged in the transportation and sale of natural gas in inter- 
state commerce for resale for ultimate public consumption, subject to the juris- 
diction of the Commission, and is, therefore, a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order of April 11, 1944, in docket No. G—422, 4 F. P. C. 565. 

(2) The facilities proposed to be abandoned and removed, as heretofore de- 
seribed, are used in the transportation of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, and the abandonment thereof by 
applicant is subject to the requirements of subsection (b) of section 7 of the 
Natural Gas Act. 
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(3) Such abandonment by applicant, as heretofore described, is permitted by 
the public convenience and necessity, and an order authorizing and approving 
the same should be issued as hereinafter ordered. 

(4) The facilities proposed to be constructed, as hereinbefore described, are 
proposed to be used in the transportation of natural gas in interstate com- 
merce, subject to the jurisdiction of the Commission, as integral parts of ap- 
plicant’s existing pipeline system, and the construction and operation thereof 
by applicant are subject to the requirements of subsections (c) and (e) of sec- 
tion 7 of the Natural Gas Act. 

(5) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the requirements, rules, and regula- 
tions of the Commission thereunder. 

(6) The proposed construction and operation of the facilities by applicant, 
as heretofore described, are required by the public convenience and necessity 
and a certificate therefor should be issued as hereinafter ordered and con- 
ditioned. 

(7) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provision of section 1.32 (b) (18 
C. F. R. 1.32 (b) ) of the Commission’s rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

The Commission orders: 

(A) Applicant be and it is hereby granted permission and approval for the 
abandonment of the natural-gas facilities hereinbefore described, upon the terms 
and conditions of this order. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued to applicant authorizing it to construct and operate the facilities here- 
inbefore described, all as more fully described in the application. 

(C) The following condition be and the same hereby is attached to the 
issuance of the certificate issued in paragraph (B) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by applicant within 30 days from the issue date of the order issuing 
such certificate: Provided, however, That if an application for rehearing of 
such order is filed in accordance with section 19 of the Natural Gas Act, such 
acceptance shall be filed within 30 days from the issue date of the order of 
the Commission upon the application for rehearing or within 30 days from the 
date on which such application may be deemed to have been denied when the 
Commission has not acted on such application within 30 days after it has been 
filed: Provided, further, That if a petition for review is filed in accordance with 
the provisions of section 19 of the Natural Gas Act, such acceptance shall be 
filed within 30 days after final disposition of the judicial review proceedings 
thus initiated. 

(D) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate issued in paragraph (B) hereof: 

(1) The construction hereby authorized shall be commenced within 60 days 
after the issuance of this order and shall be completed and actual operations 
thereunder commenced by applicant not later than one month subsequent to 
beginning of construction. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following : 

(i) within 10 days after bona fide beginning of construction, notice of date of 
such beginning; 
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(ii) within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of 
the date of such placement and commencement ; 

(iii) within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement showing 
the actual cost of constructing authorized facilities, and showing separately the 
actual cost of labor, materials, rights-of-way, damages, surveys, engineering, 
inspection, overhead, interest during construction, contingencies, and all other 
items of cost, together with a statement showing and explaining the cause for any 
difference between actual cost and estimate of costs relied upon herein by 
applicant. 

(E) This certificate is not transferable in any manner and shall be effective only 
so long as applicant continues the operations hereby authorized and in accordance 
with the provisions of the Natural Gas Act, as well as any applicable rules, 
regulations, or orders of the Commission. 

Commissioner Smith not participating. 


Order approving maintenance of permanent connection for 
emergency use only 


Central Maine Power Co. 
Docket No. E-6247 
July 9, 1953 


By order dated November 9, 1949, in this docket, the Commission authorized 
Central Maine Power Co. (applicant) to maintain a permanent connection for 
emergency use only with the Public Service Co. of New Hampshire (Public 
Service Co.). By orders subsequently entered applicant was authorized to main- 
tain the connection until June 1, 1953. On June 4, 1953, applicant filed a request 
for an extension of the authorization which expired June 1, 1953 for the balance of 
the calendar year and such additional period as may be appropriate. 

Applicant is a corporation organized and existing under the laws of the State of 
Maine, having its principal business office at Augusta, Maine, and is engaged in 
the generation, transmission, distribution and sale of electric energy in Maine. 

Public Service Co. is a corporation organized and existing under the laws of 
the State of New Hampshire, having its principal business office at Manchester, 
N. H., and is engaged in generation, transmission, distribution and sale of electric 
energy in the States of Maine, New Hampshire and Vermont and owns and 
operates facilities for the transmission and sale at wholesale of electric energy in 
interstate commerce and is a “public utility’ within the meaning of that term 
as used in section 201 of the Federal Power Act. 

The permanent connection referred to is now in existence and consists of a 
115 kilovolt wood-pole transmission line, approximately 10 miles in length, extend- 
ing from a 115 kilovolt transmission line of Public Service Co. located in the 
southwestern part of Maine to applicant’s substation in North Berwick, Maine. 

The Commission finds: 

(1) The facilities, other than the proposed interconnection, which applicant 
owns and operates may not include facilities for the transmission or sale at 
wholesale of electric energy in interstate commerce and applicant accordingly 
may not be a public utility within the meaning of section 201 of the Federal 
Power Act. 
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(2) The proposed interconnection is a permanent connection for emergency 
use only within the meaning of section 202 (d) of the Federal Power Act. 

(3) Maintenance and use of such interconnection may involve the transmission 
or sale at wholesale of electric energy in interstate commerce within the meaning 
of section 201 of the act. 

(4) The maintenance and use of the interconnection as hereinafter approved, 
will serve the emergency needs of applicant and be desirable in the public interest 
as expressed in the act. 

The Commission orders: 

(A) The maintenance of the aforesaid permanent connection for emergency 
use only, as the term “emergency” is defined in section 32.20 of the Commission‘s 
general rules and regulations, is hereby approved and shall not affect the status 
of the applicant under the act. 

(B) The aforesaid connection shall be maintained with connecting switches 
open at all times except during emergencies and every closing of the switches 
shall be deemed a use of the connection. 

(C) Applicant shall report each use of the connection to the Commission in 
accordance with section 32.23 of the Commission’s regulations under the Federal 
Power Act. 

Commissioner Smith not participating. 


Findings and order issuing certificates of public convenience and necessity 
New York State Natural Gas Corp., New York State Blectric & Gas Corp. 
Docket Nos. G—1972, G—1999, G—2000 


July 10, 1953* 


On June 4, 1952, New York State Natural Gas Corp. (New York State Natural) 
filed an application at docket No. G-1972 for a certificate of pulic convenience and 
necessity pursuant to section 7 of the Natural Gas Act, authorizing the con- 
struction and operation of a sales metering station, and interconnection with 
facilities to be constructed by New York State Electric & Gas Corp. (New York 
State Electric) at De Ruyter, Madison County, N. Y., for the sale and delivery 
of natural gas to New York State Electric for resale in De Ruyter, Norwich, and 
Oneonta, N. Y., and communities in Chenango, Madison, and Otsego Counties, 
N. Y., in volumes not to exceed 500,000 M. c. f. annually and 4,000 M. c. f. on a 
maximum day. 

On July 11, 1952, New York State Electric filed (a) an application at docket 
No. G-1999 for a certificate of public convenience and necessity, pursuant to 
section 7 of the Natural Gas Act, authorizing the construction and operation of 
approximately 49 miles of 10-inch and 8-inch transmission pipeline extending 
from a point of connection with the proposed interconnection of New York State 
Natural to Norwich and Oneonta; and (b) an application at docket No. G—2000 
for (1) a declaratory order pursuant to section 1.7 (c) of the Commission’s 
rules of practice and procedure determining that New York State Blectric is 
not a “natural-gas company” within the meaning of the Natural Gas Act, and 
(2) in the event the Commission should determine (i) the facilities described 
in the application at docket No. G—2000, proposed to be constructed and oper- 
ated, were subject to the jurisdiction of the Commission, and (ii) the company 
was a “natural-gas company” within the meaning of the Natural Gas Act, then 
for a certificate of public convenience and necessity pursuant to section 7 of the 


*Rehearing denied by order issued September 10, 1953. 
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Natural Gas Act authorizing the construction and operation of approximately 
9.5 miles of 10-inch gas pipeline looping its existing system between Auburn and 
Seneca Falls, N. Y., together with two 1,100-horsepower compressor units to be 
located at its existing compressor station at Auburn, N. Y., and the continued 
operation of existing transmission pipeline facilities in its Auburn-Geneva 
district. 

On September 16, 1952, the Commission in docket No. G-2000 granted New 
York State Electric temporary authorization for the construction and operation 
of 9.5 miles of 10-inch loop line between Auburn and Seneca Falls, N. Y., and 
compressor facilities to be located at Auburn, N. Y. 

The Commission, on January 30, 1953, and March 4, 1953, denied requests of 
New York State Natural and New York State Electric that their respective appli- 
cations be heard under the shortened procedure provided by section 1.32 (b) of 
the Commission’s rules of practice and procedure, consolidated the proceedings 
at docket Nos. G-1972, G-1999, and G—2000 for the purpose of hearing, and fixed 
April 23, 1953, as the date for commencement of the hearing of the matters pre- 
sented thereby. 

Pursuant to the Commission’s order of March 6, 1953, and after due notice to 
interested parties of record, including publication in the Federal Register, on 
March 12, 1953 (18 F. R. 1425), a public hearing was held on April 23 and 24, 1953. 
The Public Service Commission of New York intervened and participated in the 
hearing of docket Nos. G—1999 and G—2000. 

At the conclusion of the hearing, counsel for the Public Service Commission 
of New York, New York State Natural, and New York State Electric, with the 
concurrence of counsel for the staff, moved for waiver and omission of the 
intermediate decision procedure. It is appropriate for carrying out the provi- 
sions of the Natural Gas Act that the intermediate decision procedure be omitted. 
Briefs have been filed in accordance with the motion made by the parties on April 
24, 1953. 

New York State Natural proposes at docket No. G—1972 to construct and 
operate at a point on its existing 20-inch main transmission pipeline a metering 
and regulating station for the proposed sale and delivery of natural gas to New 
York State Electric at De Ruyter, Madison County, N. Y., in volumes not to 
exceed 500,000 M. c. f. annually and 4,000 M. c. f. on a peak day for resale in the 
Norwich and Oneonta areas. The facilities will consist of metering, regulating, 
and appurtenant facilities necessary to the rendering of the natural gas service 
to New York State Electric. 

New York State Electric at docket No. G-1999 proposes to construct and operate 
approximately 49 miles of 10-inch and 8-inch transmission pipeline and appur- 
tenant facilities to connect separate existing manufactured gas distribution sys- 
tems in Norwich and Oneonta, N. Y., with the natural gas transmission system 
of New York State Natural. The volumes of natural gas to be made available to 
New York State Electric will permit conversion of the existing manufactured 
gas distribution systems in the cities of Norwich and Oneonta to straight natural 
gas. In addition to the cities named, natural gas will become available to other 
communities in Madison, Chenango, and Otsego Counties, N. Y., the area to be 
traversed by the proposed transmission pipeline. 

In addition to natural gas facilities proposed to be constructed and operated by 
New York State Electric at docket No. G-1999, the record shows that pipeline 
transmission facilities enumerated and described as follows are presently being 
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used, and proposed to be used, in the Auburn-Geneva district in the transportation 
of natural gas in interstate commerce. 
Auburn-Geneva district—Presently installed and in operation (docket No. 

2000) 

(1) 21.2 miles of 10-inch pipeline extending from New York State Electric’s 
Auburn compressor station, Auburn, N. Y., to the city of Geneva, N. Y. 

(2) 20.2 miles of 6-inch pipeline extending from the city of Geneva, N. Y., to 
Penn Yan, N. Y. 

(3) 8.3 miles of 10-inch pipeline extending from the city of Geneva, N. Y., 
to Phelps, N. Y. 

(4) 6.1 miles of 6-inch pipeline extending from Phelps, N. Y., to Clifton Springs 
and Canandaigua, N. Y. 

(5) 8.2 miles of 6-inch and 8-inch pipeline extending from Phelps, N. Y., to 
Newark, N. Y. 

(6) 6.5 miles of 6-inch and 4-inch pipeline between Newark, N. Y., and Lyons, 
yi %. 

(7) 7.3 miles of 4-inch and 6-inch pipeline between Newark, N. Y., and 
-almyra, N. Y. 

(8) An 800-horsepower compressor station at Auburn, N. Y. 

(9) An 850-horsepower compressor station at Geneva, N. Y. 

Auburn-Geneva district—Proposed facilities (docket No. G—2000) 

(1) 9.5 miles of 10-inch loop pipeline between Auburn, N. Y., and Seneca Falls, 
N. Y., and 

(2) Two 1,100-horsepower compressor units at applicant’s Auburn, N. Y., com- 
pressor station, for which temporary authorization was granted September 16, 
1952, with modifications subsequently granted on October 31, 1952, and January 
15, 1953. 

With reference to the Auburn-Geneva system of New York State Electric 
(docket No. G—2000), the record shows that natural gas is transported, sold 
and delivered by New York State Natural to New York State Electric at Auburn, 
N. Y., for transportation and sale by New York State Electric to ultimate con- 
sumers in Auburn, Cayuga, Seneca Falls, Waterloo, Geneva, Penn Yan, Phelps, 
Newark, Palmyra, Clifton Springs, and Canandaigua. Natural gas service began 
in this system in 1934. Delivery of natural gas is made by New York State 
Natural to New York State Electric at Auburn at approximately 100 pounds per 
square inch gauge where a portion of the delivered gas is introduced directly 
into the Auburn local distribution system, and the balance of the delivered gas 
is compressed at New York State Electric’s existing Auburn compressor station 
to a normal operating pressure of 205 and a maximum pressure of 215 pounds 
per square inch gauge. These discharge pressures are generally sufficient to 
supply the system west of Auburn, with an additional existing compressor station 
at Border City being utilized for further compression of the gas when needed. 
Along the transmission lines previously described, in addition to the deliveries of 
natural gas to the communities listed above, New York State Electric serves so- 
ealled “farm tap” customers. The record shows that of the 39,310 customers 
served by New York State Electric in 1952 in the Auburn-Geneva district, 38,782 
were located within the geographic limits of cities and villages and 528 were 
served from “farm taps.” 

When in operation, the facilities proposed at docket Nos. G—1972 and G—1999 
will provide the means for the continuous uninterrupted flow of natural gas 
through the existing interstate transmission pipeline system of New York State 
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Natural to De Ruyter, N. Y., and thence through the proposed point of inter- 
connection and the proposed facilities of New York State Electric consisting 
of approximately 49 miles of 10-inch and 8-inch transmission pipeline to city 
gate connections with existing local distribution systems in the cities of Nor- 
wich and Oneonta, N. Y. 

Service is proposed for areas outside of and contiguous to the cities of Nor- 
wich and Oneonta and will be rendered by means of “farm taps” which are 
in the nature of direct-line taps on the proposed 10-inch and 8-inch pipeline. 
The so-called “farm taps” will make natural gas available to certain customers 
along the route of the proposed transmission line. With few exceptions, the 
“farm tap” customers will be located at points between incorporated villages 
and cities. 

With reference to the purpose, function and objectives to be attained (1) by 
and from the operation of 49 miles of 10-inch and 8-inch pipeline, and (2) by and 
from the operation of facilities within the corporate limits of the cities of 
Norwich and Oneonta under franchises received from such cities, it clearly 
appears from the evidence of record that the transmission pipeline will pro- 
vide the means for the transportation of natural gas from a point of con- 
nection (De Ruyter, N. Y.) to existing distribution systems in the cities of 
Norwich and Oneonta, N. Y., constructed and operated for the purpose of pro- 
viding a gas service to a concentrated population living within the geographic 
limits of the city. The transportation is clearly interstate. The incidental 
rendition of service to direct-line tap customers at points along the transmission 
pipeline does not change the nature of the facility, the primary purpose of which 
is to transport natureal gas. The rendition of such service does not change 
a transportation facility into a “local distribution facility.” 

The basic assumption of the Public Service Commission of New York, as 
well as of New York State Electric, seems to be that inasmuch as the proposed 
pipeline will traverse contiguous franchise areas and farm-tap customers will 
be served from taps extending therefrom, the function of the 49 miles of pipeline 
will be that of local distribution, rather than that of interstate transportation. 

In view of the pertinent provisions of the Natural Gas Act,’ the decisions of 
the Supreme Court of the United States,?> Commission opinions, and the ex- 
aminer’s decision adopted by the Commission In the Matter of Indiana Gas ¢ 


*“Section 1. (a) As disclosed in the reports of the Federal Trade Commission made 
pursuant to Senate Resolution 83 (Seventieth Congress, first session) and other reports 
made pursuant to the authority of Congress, it is hereby declared that the business of 
transporting and selling natural gas for ultimate distribution to the public is affected with 
a public interest, and that Federal regulation in matters relating to the transportation of 
natural gas and the sale thereof in interstate and foreign commerce is necessary in the 
public interest. 

“(b) The provisions of this act shall apply to the transportation of natural gas in 
interstate commerce, to the sale in interstate commerce of natural gas for resale for ulti- 
mate public consumption for domestic, commercial, industrial, or any other use, and to 
natural-gas companies engaged in such transportation or sale, but shall not apply to any 
other transportation or sale of natural gas or to the local distribution of natural gas or to 
the facilities used for such distribution or to the production or gathering of natural gas.” 

Section 2 (7) defines interstate commerce as follows: “ ‘Interstate commerce’ means 
commerce between any point in a State and any point outside thereof, or between points 
within the same State but through any place outside thereof, but only insofar as such 
commerce takes place within the United States.” 

2 Federal Power Commission v. East Ohio Gas Co., 338 U. S. 464 (1950) ; Illinois Natural 
Gas Co. v. Central Illinois Public Service Co., 314 U. S. 498; Public Utilities Commission v. 
Landon, 249 U. S. 236, 245; Missouri v. Kansas Gas Co., 265 U. S. 298, 307-309 ; East Ohio 
Gas Co. v. Tax Commission, 283 U. S. 465; In the Matter of Indiana Gas & Water Co., Inc., 
docket No. G—1222. 
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Water Co., docket No. G—1222, it clearly appears from the evidence of record 
that New York State Electric by virtue of past and present operations has been, 
is now and will continue to be a “natural-gas company” within the meaning of 
the Natural Gas Act. With the exception of a small percentage of natural gas 
produced in New York, transported to Pennsylvania, and then back to New 
York, all of the natural gas involved in docket Nos. G—-1972, G-1999 and G-—2000 
transported and sold by New York State Natural, a “natural-gas company,” to 
New York State Electric will have its origin in states other than New York. 
The transmission pipeline facilities proposed to be constructed and operated by 
New York State Electric will be “natural-gas facilities” used in the transporta- 
tion of natural gas in interstate commerce within the meaning of the Natural 
Gas Act. 


In connection with New York State Natural’s proposals at docket No. G—1972, 
New York State Natural proposes to have made effective rates in accordance 
with those presently effective in its zone 4 and the availability provision of rate 
schedule CR-4 broadened to include the new delivery point at De Ruyter, Madison 
County, N. Y. Thus it is proposed to make effective a straight commodity rate 
of 48.5 cents per M. c. f. now in effect in zone 4. Zone 4 includes Oneida, Herki- 
mer, Montgomery, Schenectady, and Albany Counties, N. Y., a tier of counties 
lying to the north of the counties comprising the area in zone 3. The new delivery 
point proposed at De Ruyter, Madison County, N. Y., is well within the area 
presently served unaer tariffs applicable to zone 3. New York State Electric & 
Gas is presently receiving service from New York Natural in zone 3 under 3 
service agreements, each of which specifies rate schedule CR-3-E, which is avail- 
able for service in Tompkins, Cayuga, Chemung, and Cortland Counties. Exami- 
nation of the system map, which was received in evidence in this case, shows that 
Madison County, situs of the proposed delivery point, lies between Cortland 
County (zone 3) and Oneida County (zone 4). This delivery is located in the 
southwest corner of Madison County, just beyond the eastern limits of Cortland 
County, and contiguous thereto. In the absence of compelling facts to the con- 
trary, the geographic location of the delivery point in relation to zone 3 requires 
that this delivery be considered a delivery in zone 3 and we so find. 

New York State Natural Gas Corp. is a corporate member of the Consolidated 
Natural Gas Co. system, other members being the Peoples Natural Gas Co., Hope 
Natural Gas Co., and the East Ohio Gas Co. It appears that New York State 
Natural has an adequate supply of natural gas available to it from the pooled 
supply of the Consolidated system to perform the service proposed under the pro- 
posed service contract with New York State Electric at docket No. G—1972. 

In analyzing the adequancy of the gas supply of the Consolidated system, 
including that of New York State Natural, and its ability to meet firm require- 
ments of New York State Electric for the proposed service to Norwich and 
Oneonta, as proposed in docket No. G—1999, consideration has been given to the 
fact that there are in existence substantial industrial loads on the Consolidated 
system which may be curtailed any time a shortage develops on the system. The 
quanity of gas involved in the proposed sale for Norwich and Onenota is a minor 
percentage of the total annual sales of New York State Natural. 

The estimated cost of facilities involved in the three dockets are stated to 
be: docket Nos. G—1972—$35,920; G—1999—$2,000,000;: and G—2000—$650,000. 
It appears from the evidence in these procedings with respect to financing that 
the funds necessary for the proposed projects are available to the applicants out 
of current cash on hand. The record further shows that the proposed natural 
gas service to the Norwich-Oneonta district, now without such service, as pro- 
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posed at docket No. G—1999, will enable New York State Electric to convert the 
existing manufactured gas plants in Norwich and Oneonta to natural gas 
operation with resulting economic benefits to both New York State Electric and 
the present consumers served by that company. The conversion to straight 
natural-gas service in Norwich and Oneonta will enable New York State Electric 
in the first full year of operation, according to exhibit 6, to realize an operating 
income of $89,500 as contrasted to a comparable loss figure of $51,983.45 experi- 
enced in 1952 with manufactured gas operation. Reductions in the present retail 
rates in Norwich and Oneonta are indicated, especially in the space heating 
category. 

The Commission finds: 

(1) New York State Natural Gas Corp., a New York corporation having its 
principal place of business in New York, N. Y., owns and operates, among other 
facilities, a natural-gas transmission pipeline system located in the States of 
Pennsylvania and New York, is engaged in the transportation and sale of natural 
gas in interstate commerce for resale for public consumption subject to the juris- 
diction of the Commission, and is, therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order of October 27, 1942, in docket No. G-312, 3 F. P. OC. 844. 

(2) The facilities described in the application at docket No. G-1972, proposed 
to be constructed and operated, will be used in the transportation and sale of 
natural gas for resale in interstate commerce subject to the jurisdiction of the 
Commission, as integral parts of its existing pipeline system, and the construction 
and operation thereof, by New York State Natural, are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) New York State Natural is able and willing properly to do the acts and 
to perform the service proposed and to conform to the provisions of the Natural 
Gas Act and the requirements, rules and regulations of the Commission there- 
under. 

(4) The construction and operation of a proposed sales meter station by New 
York State Natural at docket No. G-1972 and an interconnection with the pro- 
posed natural-gas transmission pipeline facilities to be constructed and operated 
by New York State Electric at docket No. G-1999 for sale and delivery of natural 
gas to New York State Electric for resale by the latter company as proposed at 
docket No. G-1999 are required by the public convenience and necessity and a 
certificate therefor should be issued as hereinafter ordered and conditioned. 

(5) The proposal of New York State Natural to establish a new point of con- 
nection with New York State Electric at De Ruyter, Madison County, N. Y., 
and make the rates and charges effective in zone 4 under rate schedule CR-4 
applicable thereto rather than the rates and charges effective in zone 3 under 
existing rate schedule CR-3, is not supported or justified by facts of record. 

(6) New York State Electric, a New York corporation having its principal 
place of business in Ithaca, N. Y., owns and operates, among other facilities, a 
natural-gas transmission pipeline system located in the State of New York, and 
is engaged in the transportation of natural gas in interstate commerce subject 
to the jurisdiction of the Commission, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act. 

(7) The facilities described in the application filed by New York State 
Electric at docket No. G—1999, consisting of approximately 49 miles of 10-inch 
and 8-inch pipeline extending from a point of connection on the existing trans- 
mission pipeline system of New York State Natural at De Ruyter, Madison 
County, N. Y., to the city gate connections at Norwich and Oneonta, N. Y., will 
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be used in the transportation of natural gas in interstate commerce subject to 
the jurisdiction of the Commission, and the construction and operation thereof 
by New York State Electric are subject to the requirements of subsections (c) 
and (e) of section 7 of the Natural Gas Act. 

(8) The natural gas facilities described in the application filed by New 
York State Electric at docket No. G-2000 consists of (a) 9.5 miles of trans- 
mission loop pipeline proposed between Auburn and Seneca Falls, N. Y., and 
additional 2,200 horsepower compressor units to be located at an existing com- 
pressor station at Auburn, N. Y., and (b) the existing natural-gas pipeline facil- 
ities extending from a point of connection at Auburn, N. Y., with the trans- 
mission pipeline system of New York State Natural, and extending to points of 
connection with local distribution systems in Auburn, Cayuga, Seneca Falls, 
Waterloo, Geneva, Penn Yan, Phelps, Newark, Palmyra, Clifton Springs and 
Canandaigua, N. Y., for the transportation of natural gas in interstate com- 
merce, are subject to the jurisdiction of the Commission and the construction 
and operation of such proposed facilities and the operation of existing facilities 
are subject to the requirements of subsections (c) and (e) of section 7 of the 
Natural Gas Act. 

(9) New York State Electric is able and willing properly to do the acts and 
to perform the service proposed and to conform to the provisions of the Natural 
Gas Act, and the requirements, rules and regulations of the Commission there- 
under. 

(10) The construction and operation of the proposed facilities, and the con- 
tinued operation of existing facilities described herein and required to pro- 
vide the service described in (8) above, are required by the public convenience 
and necessity, and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 

(11) The public convenience and necessity require the attachment to the 
issuance and exercise of the rights granted under the certificates issued the 
terms and conditions herein after ordered, which are shown by the evidence 
of record to be reasonable and necessary. 

(12) All counsel, including staff counsel, having concurred in the waiver of 
the intermediate decision procedure, pursuant to section 1.30 (d) (5) of the 
Commission’s rules of practice and procedure, the Commission should forthwith 
render its final decision in this proceeding. 

The Commission orders: 

(A) Certificates of public convenience and necessity, subject to the conditions 
hereinafter provided for, be and the same are issued to: 

(1) New York State Natural Gas Corp., as requested at docket No. G—1972, 
authorizing the construction and operation of a sales metering station and inter- 
connection at a point on its transmission pipeline system in De Ruyter, Madison 
County, N. Y., for the sale and delivery of natural gas to New York State Dlectric 
& Gas Corp. for resale in De Ruyter and the cities of Norwich and Oneonta, N. Y., 
and communities in Chenango and Otsego Counties, N. Y., in volumes not to ex- 
ceed 500,000 M. c. f. annually and 4,000 M. c. f. on a maximum day. 

(2) New York State Electric & Gas Corp. as requested in the application filed 
at docket No. G—1999 authorizing the construction and operation of approximately 
49 miles of 10-inch and 8 inch pipeline extending from a point of connection with 
the transmission facilities of New York State Natural Gas Corp. at De Ruyter, 
Madison County, N. Y., to be constructed under authorization granted in (1) 
above, to points of connection with local distribution systems in the cities of 
Norwich and Oneonta, N. Y. 
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(3) New York State Electric & Gas Corp. as requested at docket No. G-2000 
authorizing: 

(i) The construction and operation of 9.5 miles of 10-inch loop pipeline between 
Auburn and Seneca Falls, N. Y., and the installation of 2,200 horsepower addi- 
tional compressor capacity at its existing compressor station at Auburn, N. Y. 

(ii) The continued operation of: 

(a) 21.2 miles of 10-inch pipeline extending from New York State Electric’s 
Auburn compressor station, Auburn, N. Y., to the city of Geneva, N. Y. 

(b) 20.2 miles of 6-inch pipeline extending from the city of Geneva, N. Y., to 
Penn Yan, N. Y. 

(c) 8.3 miles of 10-inch pipeline extending from the city of Geneva, N. Y., to 
Phelps, N. Y. 

(d) 6.1 miles of 6-inch pipeline extending from Phelps, N. Y., to Clifton 
Springs and Canandaigua, N. Y. 

(e) 8.2 miles of 6-inch and 8-inch pipeline extending from Phelps, N. Y., to 
Newark, N. Y. 

(f) 6.5 miles of 6-inch and 4-inch pipeline between Newark, N. Y., and Lyons, 
N. Y. 

(g) 7.3 miles of 4-inch and 6-inch pipeline between Newark, N. Y., and 
Palmyra, N. Y. 

(h) An 800-horsepower compressor station at Auburn, N. Y. 

(i) An 850-horsepower compressor station at Geneva, N. Y. 

(B) The following conditions be and the same hereby are attached to the 
issuance of the certificates of public convenience and necessity issued in para- 
graph (A) hereof: 

(1) The certificates shall be void and without force or effect unless accepted 
in writing by New York State Natural in docket No. G-1972 and New York State 
Electric in docket Nos. G-1999 and G—2000 within 30 days from the issue date 
of the order issuing such certificates: Provided, however, That if an application 
for rehearing of such order is filed in accordance with section 19 of the Natural 
Gas Act, such acceptance shall be filed within 30 days from the issue date of the 
order of the Commission upon the application for rehearing or within 30 days 
from the date on which such application may be deemed to have been denied 
when the Commission has not acted on such application within 30 days after 
it has been filed: Provided, further, That if a petition for review is filed in ac- 
cordance with the provisions of section 19 of the Natural Gas Act, such accept- 
ance shall be filed within 30 days after final disposition of the judicial review 
proceedings thus initiated. 

(2) The certificate issued to New York State Natural Gas Corp. shall be 
void unless there is submitted within 60 days prior to the commencement of 
the natural-gas service proposed at docket No. G-1972 to New York State Electric 
& Gas Corp. at a proposed point of interconnection in De Ruyter, Madison County, 
N. Y., a schedule of rates and charges for such service satisfactory to the 
Commission, and providing for the delivery of natural gas to New York State 
Electric at rates which are no higher than the rates effective for delivery in 
zone 3. 

(C) The following conditions be and the same are hereby attached to the 


exercise of the rights granted by the certificates issued in paragraph (A) here- 
of: 


(1) The construction hereby authorized shall be commenced within 60 days 
after the issuance of this order and shall be completed and actual operations 
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thereunder commenced by applicants not later than 18 months subsequent to 
beginning of construction. 

(2) Applicants shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following: 

(i) within 10 days after bona fide beginning of construction, notice of date 
of such beginning ; 

(ii) within one month after date of issuance of this order, a progress report 
showing the exact status of authorized construction; 

(iii) within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of 
the date of such placement and commencement ; 

(iv) within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement show- 
ing the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, contin- 
gencies, and all other items of cost, together with a statement showing and ex- 
plaining the cause for any difference between actual cost and estimate of costs 
relied upon herein by applicants. 

(D) These certificates are not transferable in any manner and shall be effec- 
tive only so long as applicants continue the operations hereby authorized and 
in accordance with the provisions of the Natural Gas Act, as well as any 
applicable rules, regulations, or orders of the Commission. 


Findings and order issuing certificate of public convenience and necessity 
Colorado-Wyoming Gas Co. 
Docket No. G—2128 
July 16, 1953 


On February 26, 1953, and as amended on April 20, 1953, Colorado-Wyoming 
Gas Co. (applicant) filed &n application for a certificate of public convenience 
and necessity authorizing the construction and operation of the following nat- 
ural-gas pipeline facilities : 

(a) Approximately 3% miles of 2-inch pipeline extending from applicant’s 
Mesa-Cheyenne pipeline to the town of Lucerne, Colo., for the purpose of selling 
gas to Greeley Gas Co. for distribution in Lucerne. 

(b) Approximately one mile of 2-inch pipeline extending from applicant’s 
Mesa-Cheyenne pipeline to the town of Gilcrest, Colo., for the purpose of selling 
gas to Greeley Gas Co. for distribution in Gilcrest. 

(c) Approximately 6% miles of 6-inch pipeline extending from applicant’s 
Mesa-Boulder pipeline to an area known as North Welby, for the purpose of de- 
livering additional volumes of gas to Public Service Co. of Colorado (Public 
Service) for distribution in areas known as Henderson and North Welby. 

(d) Approximately 2% miles of 6inch pipeline extending from facilities 
authorized at docket No. G—1534 on applicant’s Golden lateral pipeline to an area 
known as Wide Acres, for the purpose of delivering additional volumes of gas 
to Public Service for distribution in the area known as Wide Acres. 

(e) Appurtenant sales meter stations. 
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It is estimated that the peak day sales at the new delivery points will be as 
follows: 


M.c. f. (14.72 pounds pues 
inch absolute) at —10° F. 


1953-54 | 1954-55 | 1955-56 


I xcs se tito littos eeecdinsccia as isnt deena ad ie eae aom ata 1, 495 4, 625 7, 775 


Wide Acres............ A sitesi Wi oak tated tlnmiaaetsietiab nhl in ieeaigaeeemnasinapel 557 958 2, 000 
a [pcuctieiccecukiicniacainebeaincumibusioncneeminaadataimmeioaddat 171 250 295 

Tibi tiustiniatssnslasbdeiip areas caseereaeilienabeniephcartanialipieyidemieatequbinsdidiciaiiiebialile 89 145 166 
I en lala arate Se kee oun Aol pS NORE ioe wae amen 18 | 28 34 


a ce calles skeet a Re ti od he 2, 320 | 6, 006 | 10, 270 





It is estimated that the annual sales at the new delivery points will be as 
follows: 


M.c. f. (14.73 pounds per square 
inch absolute) 





1954 1955 1956 
North Welby 701, 000 977, 300 
Wide Acres. 170, 7 268, 750 
Henderson... ; 25, 700 30, 950 
oxo crccociunso omenanmeismderedceanacasbkeclaubaincaawacaste , OF 49, 360 50, 850 
id dad casei iliac acacia Ra 35, 600 35, 930 





The estimated cost of construction is $148,970, to be financed out of cash on 
hand or by borrowing from applicant’s parent, Public Service. 

Applicant proposes to purchase its additional gas requirements from Colorado 
Interstate Gas Co. (Colorado Interstate), which has filed an application at 
docket No. G—2120 to construct and operate additional facilities in order to enable 
it to make additional deliveries to this applicant, among others. By order 
issued July 3, 1953, at docket No. G-2120, Colorado Interstate was issued a 
certificate of public convenience and necessity authorizing the proposed con- 
struction and operation. 

Hearings in this proceeding commenced on June 8, 1953 and concluded on 
June 10, 1953. All parties, including staff counsel, concurred in the waiver and 
omission of the intermediate decision procedure. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
at Denver, Colo., owns and operates a natural-gas transmission pipeline system 
from a point east of the city of Denver, State of Colorado, to the city of Cheyenne, 
Wyo., and by such operations is engaged in the transportation and sale of natural 
gas in interstate commerce for resale for ultimate public consumption, and is, 
therefore, a “natural gas company” within the meaning of the Natural Gas Act 
and is subject to the jurisdiction of the Commission as heretofore found by the 
Commission in its order of June 5, 1945 in docket No. G-285, 4 F. P. C. 938. 

(2) The facilities proposed in docket No. G-2128 to be constructed by applicant 
will be used for the transportation and sale of natural gas in interstate commerce 
subject to the jurisdiction of the Commission, and the construction and operation 
thereof as integral parts of its natural gas pipeline system are subject to the 
requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and perform the 
service proposed to be rendered and to conform to the provisions of the Natural 
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Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(4) The proposed construction and operation of facilities for the transporta- 
tion and sale of gas, as more fully set forth in the application in docket No. 
G-—2128, as amended, are required by the present or future public convenience 
and necessity, and a certificate therefor should be issued as hereinafter ordered. 

(5) All parties, including staff counsel, having concurred in the waiver and 
omission of the intermediate decision procedure, the Commission, pursuant to 
section 1.30 (d) (5) of its rules of practice and procedure (18 C. F. R. 1.30 (d) 
(5) ) should forthwith render the final decision in this proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to applicant authorizing it to construct and operate the facilities here- 
inbefore described, all as more fully described in the application, as amended, 
in docket No. G—2128, for the transportation and sale of natural gas, subject 
to the jurisdiction of the Commission upon the terms and conditions of this 
order. 

(B) The following condition be and the same hereby is attached to the is- 
suance of the certificate issued in paragraph (A) hereof: 

The certificate issued hereby shall be void and without force and effect un- 
less accepted in writing by applicant within 30 days from the issue date of this 
order: Provided, however, That if an application for rehearing of this order 
is filed in accordance with section 19 of the Natural Gas Act, such acceptance 
shall be filed within 30 days from the issue date of the order of the Commission 
upon the application for rehearing or within 30 days from the date on which 
such application may be deemed to have been denied when the Commission has 
not acted upon such application within 30 days after it has been filed: Provided, 
further, That if a petition for review of this order is filed in accordance with 
the provisions of section 19 of the Natural Gas Act, such acceptance shall be 
filed within 30 days after final disposition of the judicial review proceedings 
thus initiated. 

(C) The following conditions be and the same hereby are attached to the 
exercise of rights granted by the certificate issued in paragraph (A) hereof: 

(1) The facilities herein authorized to be constructed shall be completed and 
the operation and service herein authorized shall be actually undertaken and 
regularly performed by applicant within 9 months from the date of issuance 
of this order. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following: (a) within 10 days after the 
bona fide beginning of construction, notice of the date of such beginning; 
(b) within 10 days after completion of construction of the facilities herein 
authorized to be constructed, notice of the date of such completion; and (c) 
within 6 months after construction of the facilities herein authorized has been 
completed, a statement showing the actual cost of labor, materials, rights-of- 
way, damages, surveys, engineering, inspection, overhead, interest during con- 
struction, contingencies, and all other items of cost, together with a state 
ment showing and explaining the cause for any difference between actual cost 
and estimates of cost relied on by applicant in this proceeding. 

(D) The certificate hereby issued is not transferable and shall be effective 
only so long as applicant continues the operations hereby authorized in ac- 
cordance with the provisions of the Natural Gas Act and any pertinent rules, 
regulations, or orders heretofore or hereafter issued by the Commission. 
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Order directing presiding examiner to receive evidence respecting zone rates 
Transcontinental Gas Pipe Line Corp. 
Docket No. G-2075 
July 17, 1953 


On July 13, 1953, the presiding examiner, pursuant to section 1.27 (b) (8) of 
the Commission’s rules of practice and procedure, certified to the Commission 
for its consideration and disposition the question whether at the hearing in 
this proceeding, now in progress, he should receive evidence relating to rate 
zones and the allocation of costs between customers of Transcontinental Gas 
Pipe Line Corp. (Transcontinental). 

This proceeding involves an application under section 4 (e) of the Natural 
Gas Act for a rate increase. Objection has been made by certain interveners to 
the reception of evidence whereby it was sought to develop cost of service by rate 
zones for Transcontinental. The contention is made that the Commission does 
not have authority under section 4 (e) to make an apportionment of the total 
costs of service between customers or between zones. Section 4 (e) provides that 
when a company files for a change in rates, the Commission after a hearing “may 
make such orders with reference thereto as would be proper in a proceeding initi- 
ated after it had become effective.” A “proceeding initiated after it (the rate) had 
become effective” can only be one under section 5 (a) of the act (Hope Natural 
Gas Co. v. Federal Power Oommission, 196 F. 2d 803, 805). Under section 5 (a), 
the Commission’s authority extends, inter alia, to the question as to whether the 
rates are “unduly discriminatory or preferential.” The scope of the authority 
under section 4 (e) is as broad as that contained in section 5 (a), and embraces 
all issues relating to the determination and apportionment of costs between 
interstate wholesale customers whether or not the customers be assigned to 
one zone or different zones on a pipeline. 

The Commission orders: 

The presiding examiner is hereby directed to hear and receive testimony and 
other evidence relating to the subject matter referred to in the question 
certified. 































Findings and order issuing certificate of public convenience and necessity 
East Tennessee Natural Gas Co. 
Docket No. G-2172 
July 24, 1958 


On May 19, 1953, East Tennessee Natural Gas Co. (applicant), a Tennessee 
corporation with its principal place of business located near Knoxville, Tenn., 
filed an application for a certificate of public convenience and necessity pursuant 
to section 7 of the Natural Gas Act. iuthorizing construction and operation of 
certain natural-gas transmission pipeline facilities hereinafter described. 

After due notice and pursuant to the Commission’s order issued herein on 
July 10, 1953, a public hearing was held in Washington, D. C., on July 20, 1953 
respecting the matters involved and the issues presented by the application. No 
protest or petition to intervene are on file with the Commission in opposition to 
the granting of the application.’ 














1Tennessee Gas Co. was permitted to intervene in support of East Tennessee Natural 
Gas Co.’s application. 
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The facilities proposed are as follows: 

Project A consists of approximately 15 miles of 65-inch O. D. partial loop 
line of applicant’s existing Columbia lateral* and appurtenant facilities. 

Project B consists of a branch line of approximately 0.75 mile of 414-inch O. D. 
pipe extending from a point of connection on the proposed loop line, referred to 
as project A, to a point near the plant premises of Armour & Company (Armour), 
a proposed new interruptible industrial customer, a sales meter station at such 
plant site, and appurtenant facilities. 

The evidence of record discloses that applicant’s proposed loop line (project 
A) is necessary due to the fact that the company’s existing Columbia lateral is 
no longer adequate to meet the full demands of the customers now served off of 
said lateral. Installation of applicant’s proposed project A facilities would pro- 
vide additional needed capacity to meet peak hourly demands and thereby en- 
able applicant to serve more adequately the natural-gas requirements of its 
customers, supplied by the Columbia lateral, including the proposed new delivery 
to Armour. 

With respect to project B, applicant has entered into a sales contract dated 
December 1, 1952, with Armour to sell and deliver directly up to a maximum of 
800 M. c. f. per day of natural gas on an interruptible basis for use in process 
operations of Armour’s phosphate plant located in Maury County, Tenn., near 
Columbia. Armour now has, and will use, stand-by equipment to convert to 
fuel other than natural gas during the periods of interruption. 

The evidence of record reveals that applicant has been informed that the 
United States Department of Agriculture has urged the fertilizer industry, in 
general, to attempt to increase the total amount of fertilizer now produced 
annually by that industry; and applicant is informed that Armour, in particular, 
by the use of gas for processing operations in the production of phosphate for the 
fertilizer industry, will be able to increase its annual production by approximately 
20 to 25 percent without increasing the size of its plant. 

Applicant estimates that the annual volume of interruptible gas to be sold 
to Armour would amount to 54,921 M. c. f. in 1953 and 177,020 M. c. f. for each 
year thereafter. 

It appears that applicant’s proposed project B will not impair its ability 
to render adequate natural-gas service to its other customers, such gas being 
fully interruptible. Applicant is also limited in the volumes of gas which it is 
authorized to receive from its sole supplier (Tennessee Gas Transmission Co). 
The additional gas to be sold through the proposed facilities can be purchased 
by applicant under its existing contract with Tennessee Gas Transmission Co. 

The estimated cost of project A is $300,223, and of project B, $23,199, making 
a total cost of both projects of $323,422. It is proposed to finance the projects, 
in part, out of proceeds derived from the recent sale of $2,144,500 East Tennessee 
Natural Gas Co.’s 5 percent convertible debentures, dated May 1, 1953, due May 
1, 1968, and, in part, out of current cash funds on hand. 

The Commission further finds: 

(1) East Tennessee Natural Gas Co. (applicant) is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission, 7 F. P. C. 5. 

(2) The facilities hereinbefore described are to be used for the transporta- 
tion of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, as an integral part of applicant’s existing pipeline system, and the 


? Applicant’s existing Columbia lateral extends approximately 22.84 miles from a point 
of connection on its existing main transmission line in Lawrence County, Tenn., with its 
terminus in the vicinity of Columbia, Tenn. 
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construction and operation thereof by applicant are subject to the requirements 
of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (19 C. F. R. 1.32 (b)), having been 
satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(5) The proposed construction and operation of the proposed facilities by 
applicant are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued to applicant, East Tennessee Natural Gas Co., authorizing it to 
construct and operate the facilities hereinbefore described, all as more fully 
described in the application and the record of this proceeding, subject to the 
terms and conditions of this order. 

(B) The following condition be and the same hereby is attached to the issu- 
ance of the certificate issued in paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by applicant within 30 days from the issue date of the order issuing such 
certificate: Provided, however, That if an application for rehearing of such 
order is filed in accordance with section 19 of the Natural Gas Act, such 
acceptance shall be filed within 30 days from the issue date of the order of the 
Commission upon the application for rehearing or within 30 days from the date 
on which such application may be deemed to have been denied when the Com- 
mission has not acted on such application within 30 days after it has been filed: 
Provided, further, That if a petition for review is filed in accordance with the 
provisions of section 19 of the Natural Gas Act, such acceptance shall be filed 
within 30 days after final disposition of the judicial review proceedings thus 
initiated. 

(C) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be commenced within 90 days 
after the issuance of this order and shall be completed and actual operations 
thereunder commenced by applicant not later than 6 months subsequent to 
beginning of construction. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following: 

(i) within 10 days after bona fide beginning of construction, notice of date of 
such beginning; 

(ii) within one month after date of issuance of this order, a progress report 
showing the exact status of authorized construction; 

(iii) within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of 
the date of such placement and commencement; 

(iv) within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement 
showing the actual cost of constructing authorized facilities by operating units, 
and showing separately the actual cost of labor, materials, rights-of-way, 
damages, surveys, engineering, inspection, overhead, interest during construc- 
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tion, contingencies, and all other items of cost, together with a statement 
showing and explaining the cause for any difference between actual cost and 
estimate of costs relied upon herein by applicant. 

(D) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations hereby authorized and in 
accordance with the provisions of the Natural Gas Act, as well as any applicable 
rules, regulations, or orders of the Commission. 


Order denying application for extension of authorization to maintain 
interconnection for emergency use 


Columbus and Southern Ohio Electric Co. 
Docket No. E-6427 
July 27, 1953 


Columbus and Southern Ohio Electric Co. (applicant), a corporation organized 
and existing under the laws of the State of Ohio engaged in the generation, trans- 
mission, distribution and sale of electric energy in Ohio filed an application 
June 18, 1953 for an order authorizing the maintenance and operation of an 
interconnection until June 30, 1955, in continuous synchronism for emergency use 
between its facilities and those of The Ohio Power Co. (Ohio Co.) at the latter’s 
West Lancaster substation near Lancaster, Ohio. The foregoing application was 
filed pursuant to the provisions of section 202 (d) of the Federal Power Act (act) 
for the purpose of alleviating an emergency on the North Central Pool of which 
applicant is a constituent and also to exempt applicant from the jurisdiction of 
the Federal Power Commission (Commission) by reason of the use of the 
interconnection referred to. 

Applicant asserts that the Ohio Co. is one of several systems of a large inte- 
grated systems group referred to as the “Interconnected Companies” also known 
as “North Central Pool.” 

The basis for the Commission’s order heretofore entered in this docket August 
14, 1952 was the report from Defense Electric Production Administration 
(DEPA) wherein it reviewed the estimates of capabilities, loads and margins of 
the applicant and of the North Central Pool not including the applicant therein 
which indicated a substantial deficiency in required operating reserves in the 
North Central Pool at the time of the December peak load period of 1952 which 
might jeopardize full power supply to vital defense production. DEPA concluded 
that the interconnected operation should be continued until after the winter peak 
period of 1952-1953 but observed, however, that the margins after allowance for 
operating reserves appeared reasonable for 1953 and 1954. 

A review of the capabilities, loads and margins for the years 1953, 1954 and 
1955 on the basis of data before the Commission indicates that margins after 
allowance for operating reserves appear reasonable during this period for both 
North Central Pool and for the system of applicant and that there is no emer- 
gency on the system of applicant or on the North Central Pool at the present 
time and no emergency is indicated on these systems through June 30, 1955. 

The Commission finds and determines: 

The emergency heretofore found and determined to exist in the North Central 
Pool of which applicant is constituent, referred to in the order entered August 14, 
1952, no longer exists. 

The Commission orders: 
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(A) The application for the extension of the authorization for the use and 
maintenance of the interconnection referred to within the purview of this docket 
by applicant subsequent to June 30, 1953, be and it hereby is denied. 

(B) The denial of the extension of authorization for the use of the inter- 
connection for the purpose sought by applicant shall not affect the authorization 
heretofore granted in order of November 10, 1952, in docket No. E-6461. 


Order authorizing transmission of electric energy to Mexico 


West Texas Utilities Co. and Cia De Luz Y Fuerza De Ojinaga, S. A., 
Ojinaga, Chih. 


Docket No. E-6489 
July 27, 1958 


West Texas Utilities Co. (West Texas), a corporation organized and existing 
under the laws of the State of Texas, having its principal business office at 
Abilene, Tex., on March 30, 1953, filed an application, and on June 22, 1953, Cia 
De Luz Y Fuerza De Ojinaga, S. A., Ojinaga, Chih. (Luz Y Fuerza), a corpora- 
tion organized and existing under the laws of the Republic of Mexico, having its 
principal business office at Ojinaga, Chih., Mexico, filed a joinder therein for 
authorization, pursuant to section 202 (e) of the Federal Power Act, to transmit 
electric energy in an amount not exceeding 1,500,000 kilowatt-hours per annum 
at a rate not in excess of 250 kilowatts from the United States to Mexico for the 
use, distribution and resale by Luz Y Fuerza in Ojinaga, Mexico, and vicinity. 

By order entered July 27, 1948, West Texas and Compania Electrica Ojinaga, 
S. A., were authorized to transmit from the United States to Mexico for use, 
distribution and resale by the latter in and around Ojinaga electric energy in an 
amount not exceeding 500,000 kilowatt hours per annum at a rate not in excess 
of 125 kilowatts over facilities authorized by Presidential permit signed by the 
President of the United States August 26, 1941. 

The Commission finds: 

The transmission of electric energy from the United States to Mexico as 
limited herein and as hereinafter authorized will not impair the sufficiency of 
electric supply within the United States and will not impede or tend to impede 


the coordination in the public interest of facilities subject to the jurisdiction of 
the Commission. 


The Commission orders: 


(A) West Texas and Luz Y Fuerza be and they hereby are authorized to 
transmit electric energy from the United States to Mexico subject to the provi- 
sions of this order. 

(B) The electric energy which West Texas and Luz Y Fuerza are hereby 
authorized to transmit from the United States to Mexico shall not exceed 
1,500,000 kilowatt-hours annually at the rate not to exceed 250 kilowatts over 
the facilities referred to in the Presidential permit referred to above. 

(C) The authorization herein granted may be modified from time to time or 
terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the 
Presidential permit signed by the President of the United States on August 26, 
1941, referred to above. 

(D) West Texas and Luz Y Fuerza shall conduct all operations pursuant to 
the authorization herein granted in accordance with the provisions of the Federal 
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Power Act and pertinent rules, regulations or orders issued by the Commission. 

(E) West Texas shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Mexico 
pursuant to the authority herein granted; shall make, keep and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish with respect to said transmission of electric energy reports annually on 
or before February 15 showing the amount of energy transmitted to Mexico, the 
maximum rate of transmission, and the consideration received therefor during 
each month of the preceding calendar year. 

(F) This authorization to transmit electric energy from the United States 
to Mexico shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter, in the event of the involuntary 
transfer of facilities used thereunder by operation of law (including such trans- 
fers to receivers, trustees, or purchasers under foreclosure or judicial sale) 
pending the making of an application for permanent authorization and decision 
thereon, provided notice is promptly given in writing to the Commission accom- 
panied by a statement that the physical facts relating to sufficiency of supply, 
rates, and nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of the lawful authority 
vested in the State or State regulatory commission over applicant. 

(H) This authorization is without prejudice to the authority of this Commis- 
sion, or any other regulatory body, with respect to rates, service, 
tion, estimate or determination of cost, or any other matter whatsoever now 
pending or which may come before this Commission, or other regulatory body, 
and nothing herein shall be construed as an acquiescence by this Commission in 


any estimate or determination of cost or any valuation of property claimed or 
asserted. 


accounts, valua- 


Order reopening proceeding and amending certificate of public convenience 
and necessity 


New York State Natural Gas Corp. 
Docket No. G-1824 
July 27, 1953 


On May 20, 1953, New York State Natural Gas Corp. (applicant) filed a peti- 
tion pursuant to section 16 of the Natural Gas Act to amend the Commission’s 
order issued February 27, 1952, in docket No. G—1824, authorizing the construc- 
tion and operation, among other facilities, of approximately 16 miles of 20-inch 
loop pipeline paralleling applicant’s existing Rochester line (line No. 14) from 
a point in the town of Genesee Falls to a point in the town of Perry, Wyoming 
County, N. Y. 


The record reflects that the transmission pipeline looping as originally pro- 
posed by applicant was for the purpose of adding transmission pipeline capacity 
to enable applicant to meet in part the estimated future requirements of Rochester 
Gas & Electric Corp. (Rochester) to which gas is delivered at the northern end 
of applicant’s line No. 14 (Caledonia measuring station). In connection with 
this project it now appears that Rochester has reduced its estimated future 
requirements and has therefore requested applicant to revise its plan to construct 
the 16 miles of 20-inch pipeline in line No. 14 (3.83 miles thereof having been 
completed in 1952) and to substitute for the remainder (approximately 12.17 
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miles) authorized by the Commission’s order of February 27, 1952, a pipeline 
consisting of approximately 10.8 miles of 20-inch line to parallel applicant's 
line No. 14 between Caledonia and Craig’s Corners, N. Y. The record shows that 
the relocation of the facilities will permit an emergency connection to be made 
at Craig’s Corners with existing interconnecting facilities on the main line of 
the Tennessee Gas Transmission Co., thereby providing Rochester with an alter- 
nate source of supply should a line break occur on applicant’s line No. 14. The 
difference in cost of construction of the proposed 10.8 miles over the estimated 
cost of 12.17 miles as originally proposed is approximately $78,000, and a saving in 
this amount is indicated. 

The Commission finds: 

(1) Because of the change in conditions shown by applicant to exist with 
respect to the construction and operation of transmission pipeline facilities as 
proposed at docket No. G-1824 and made the subject of authorization of the 
Commission under its order issued February 27, 1952, it is appropriate for carry- 
ing out the provisions of the Natural Gas Act to reopen the proceeding in docket 
No. G—1824. 

(2) It is in the public interest, and public convenience and necessity require 
that the certificate of public convenience and necessity issued on February 27, 
1952, in docket No. G-1824 be amended to permit the construction and opera- 
tion of 10.8 miles of 20-inch loop line to parallel applicant’s existing line No. 14 
between Craig’s Corners and Caledonia, N. Y., in lieu of the remaining 12.17 
miles of the authorized 16 miles of 20-inch loop line parallel to the existing 
line No. 14 between a point in the town of Genesee Falls and the town of 
Perry, Wyoming County, N. Y. 

The Commission orders: 

(A) The proceeding in docket No. G—1824 be and the same is hereby reopened 
for the sole purpose of considering whether changed conditions require the 
amending of the Commission’s order of February 27, 1952, as requested by 
applicant in its petition filed herein on May 20, 1953. 

(B) The Commission’s order issued February 27, 1952, be and it is hereby 
amended so as to authorize applicant to construct and operate (1) approxi- 
mately 3.83 miles of 20-inch loop line extending north from a point in the 
town of Genesee Falls, Wyoming County, N. Y., and paralleling applicant’s 
existing Rochester line (line No. 14) and (2) approximately 10.8 miles of 20- 
inch loop pipeline paralleling applicant’s existing Rochester line between Craig’s 
Corners and Caledonia, Livingston County, N. Y., in lieu of the authorized 16 
miles of 20-inch pipeline parallel to the existing line No. 14 between a point in 
the town of Genesee Falls and the town of Perry, Wyoming County, N. Y. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 


Docket No. G-2171 
July 27, 1953 


On May 13, 1953, as amended and supplemented May 27, 1958, El Paso Nat- 
ural Gas Co. (applicant), a Delaware corporation with its principal office 
in El Paso, Tex., filed application with the Federal Power Commission for a 
certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act authorizing the construction and operation of a measuring 
and regulation station in Cochise County, Ariz., on applicant’s existing 10% 
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inch Douglas-Tucson pipeline, and the sale of natural gas to Russell Jennings, 
doing business as San Pedro Natural Gas Service, for resale in the vicinity of 
Elfrida, Ariz. The estimated requirements for the proposed service are 47,956 
M. c. f. annually and 228 M. ¢. f. on a peak day by the third year of operation. 
Rates to be charged by applicant will be those set forth in its rate schedules A-1 
and B-1 on file with the Commission, subject to an appropriate service agree- 
ment being filed with the Commission. 

On June 18, 1953 applicant was granted temporary authority to construct 
and operate the proposed facilities, subject to specified conditions. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
July 15, 1953 respecting the matters involved and the issues presented by the 
applicant. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Co., a Delaware corporation, having its principal 
place of business at El Paso, Tex., is engaged in the transportation of natural 
gas in interstate commerce and the sale in interstate commerce of natural gas 
for resale for ultimate public consumption, and therefore is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its January 11, 1944 order in docket No. G-—288, 4 
F. P. C. 486. 

(2) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations 
of the Commission thereunder. 

(3) The facilities hereinbefore described are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as integral parts of applicant’s existing pipeline system, and the 
construction and operation thereof by applicant are subject to the requirements of 
subsections (c) and (e) of section 7 of the Natural Gas Act. 

(4) The public convenience and necessity require the attachment to the 
exercise of the rights granted under the certificate issued the terms and condi- 
tions hereinafter ordered, which are reasonable and necessary. 

(5) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(6) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 
C. F. R. 1.32 (b) ) of the Commission’s rules of practice and procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to El Paso Natural Gas Co. authorizing it to construct and operate the 
facilities hereinbefore described as more fully described in the application. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by applicant within 30 days from the issue date of the order issuing such 
certificate: Provided, however, That if an application for rehearing of such order 
is filed in accordance with section 19 of the Natural Gas Act, such acceptance shall 
be filed within 30 days from the issue date of the order of the Commission upon 
the application for rehearing or within 30 days from the date on which such ap- 
plication may be deemed to have been denied when the Commission has not acted 
on such application within 30 days after it has been filed: Provided, further, That 
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if a petition for review is filed in accordance with the provisions of section 19 
of the Natural Gas Act, such acceptance shall be filed within 30 days after final 
disposition of the judicial review proceedings thus initiated. 

(C) The following conditions be and the same are hereby attached to the exer- 
cise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized and actual operations thereunder 
shall be commenced by applicant not later than 30 days subsequent to the issuance 
of this order. 

(2) Applicant shail file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following: 

(i) within 10 days after authorized facilities have been constructed and placed 
in service and operations herein authorized have commenced, notice of the date 
of such placement and commencement. 

(ii) within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement show- 
ing the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, con- 
tingencies, and ail other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimate of costs 
relied upon herein by applicant. 

(iii) Applicant shall make the proposed sale and render the proposed service 
initially under its presently effective rate schedules A-1 and B-1. 

(iv) Applicant shall within 30 days from the date of issuance of this order, 
file with the Commission an appropriate service agreement covering the service 
herein authorized. 

(D) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations hereby authorized and in ac- 
cordance with the provisions of the Natural Gas Act, as well as any applicable 
rules, regulations, or orders of the Commission. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G-2178 


July 27, 1953 


On May 26, 1953, as amended and supplemented June 3, 1953, El Paso Natural 
Gas Co. (applicant), a Delaware corporation with its principal office in El Paso, 
Tex., filed application with the Federal Power Commission for a certificate of 
public convenience and necessity pursuant to section 7 of the Natural Gas Act 
authorizing the construction and operation of an additional 660-horsepower 
compressor unit, together with appurtenant facilities to its Tunstill compressor 
station in Reeves County, Tex. 

The facilities herein involved will enable applicant to receive additional natural 
gas from the Pecos Petroleum Co. for transportation through applicant’s pipeline 
system for sale to its customers in Texas, New Mexico, Arizona, Nevada, and Cali- 
fornia. This additional gas is produced in connection with oil production and 
would otherwise be wasted through flaring. 

The estimated cost of the additional facilities is $159,000 and their financing is 
to be out of applicant’s available treasury funds. 
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Pursuant to due notice, a public hearing was held in Washington, D. C., on 
July 15, 1953, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Co., a Delaware corporation, having its principal 
place of business at El Paso, Tex., is engaged in the transportation of natural 
gas in interstate commerce and the sale in interstate commerce of natural gas for 
resale for ultimate public consumption, and therefore is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion in its January 11, 1944, order in docket No. G—-288, 4 F. P. C. 486. 

(2) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(3) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, as integral parts of applicant’s existing pipeline system, and the con- 
struction and operation thereof by applicant are subject to the requirements of 
subsections (c) and (e) of section 7 of the Natural Gas Act. 

(4) The public convenience and necessity require the attachment to the exercise 
of the rights granted under the certificate issued the terms and conditions here- 
inafter ordered, which are reasonable and necessary. 

(5) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of section 1.32 (b) (18 C. F. R. 
1.32 (b)) of the Commission’s rules of practice and procedure having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final de- 
cision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to El Paso Natural Gas Co. authorizing it to construct and operate the 
facilities hereinbefore described as more fully described in the application. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by applicant within 30 days from the issue date of the order issuing such 
certificate: Provided, however, That if an application for rehearing of such order 
is filed in accordance with section 19 of the Natural Gas Act, such acceptance 
shall be filed within 30 days from the issue date of the order of the Commission 
upon the application for rehearing or within 30 days from the date on which such 
application may be deemed to have been denied when the Commission has not 
acted on such application within 30 days after it has been filed: Provided, 
further, That if a petition for review is filed in accordance with the provisions 
of section 19 of the Natural Gas Act, such acceptance shall be filed within 30 days 
after final disposition of the judicial review proceedings thus initiated. 

(C) The following conditions be and the same are hereby attached to the 
exercise or the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be commenced within 60 days 
after the issuance of this order and shall be completed and actual operations 
thereunder commenced by applicant not later than 6 months subsequent to be- 
ginning of construction. 
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(2) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following: 

(i) within 10 days after bona fide beginning of construction, notice of date 
of such beginning; 

(ii) within one month after date of issuance of this order, a progress report 
showing the exact status of authorized construction; 

(iii) within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of 
the date of such placement and commencement; 

(iv) within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement show- 
ing the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, con- 
tingencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimate of costs 
relied upon herein by applicant. 

(D) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations hereby authorized and in 
accordance with the provisions of the Natural Gas Act, as well as any applicable 
rules, regulations, or orders of the Commission. 


Findings and order issuing a certificate of public convenience and necessity 
Hope Natural Gas Co. 
Docket No. G-2156 


July 27, 1953 


On April 15, 1953, Hope Natural Gas Co. (applicant) filed an application for 
a certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act, authorizing the construction and operation of natural gas 
facilities subject to the jurisdiction of the Commission consisting of a storage 
area to be known as the Kennedy storage area with a capacity of approximately 
20 billion cubic feet of natural gas comprising about 6,000 acres and 15.2 miles of 
6-inch, 8-inch, 10-inch, 12-inch and 16-inch pipelines and approximately 3.7 miles 
of 12%-inch O. D. pipeline, all located in Lewis and Harrison Counties, W. Va. 

Pursuant to due notice a public hearing was held in Washington, D. C., on July 
23, 1953, respecting the issues presented by and the matters involved in the 
application. No protests to the application have been received. 

Applicant proposes by means of the facilities described above to change the 
status of the Kennedy Gas Field in Lewis and Harrison Counties, W. Va., from 
a producing field to a storage field, by reconditioning 46 of the present wells in 
such field and by redrilling 15 abandoned gas wells. 

The record shows that the applicant by means of the proposed storage opera- 
tions will be able to achieve more flexibility of operation, purchase natural gas 
at a 100 percent load factor and counteract leakage of gas found to occur from 
the Fink Storage Field, which lies immediately to the west of the Kennedy Gas 
Field. 

In this connection, the record reflects that natural gas will be stored in the 
permeable zones of the Gantz sand at an input pressure of 700 pounds. It is 
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estimated that the maximum volume to be stored will be 20 billion cubic feet 
at 600 pounds per square inch, of which 10 billion cubic feet will be active. It 
is also estimated withdrawal rates will be on the order of 100 million cubic feet 
daily with a maximum of 125 million cubic feet daily. 

The estimated overall capital cost of the proposed facilities is $1,236,000 which 
applicant proposes to pay for from available cash on hand. 

The Commission finds: 

(1) Applicant, Hope Natural Gas Co., a West Virginia corporation having 
its principal place of business at Clarksburg, W. Va., owns and operates, among 
other facilities, a natural-gas transmission pipeline system located in the State 
of West Virginia, is engaged in the production of natural gas in West Virginia, 
and the purchase of natural gas produced in the States of West Virginia and 
Texas, and in the transportation and sale of such gas in interstate commerce 
for resale for ultimate public consumption in states other than those in which 
the gas is produced; by such operations applicant is engaged in the transporta- 
tion and sale of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission and is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its order of April 
27, 1943, in docket No. G-290, 3 F. P. C. 994. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, as integral parts of applicant’s existing pipeline 
system, and the construction and operation thereof by applicant are subject to 
the requirements of subsections (c) and (e) of section 7 of the Natural Gas 
Act, as amended. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission there- 
under. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 C. F. R. 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued to Hope Natural Gas Co. authorizing it to construct and operate 
the facilities hereinbefore described and as more fully described in the applica- 
tion. 

(B) The following condition be and the same hereby is attached to the issu- 
ance of the certificate issued in paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by applicant within 30 days from the issue date of the order issuing such 
certificate: Provided, however, That when an application for rehearing of such 
order is filed in accordance with section 19 of the Natural Gas Act, such accept- 
ance shall be filed within 30 days from the issue date of the order of the 
Commission upon the application for rehearing or within 30 days from the date 
on which such application may be deemed to have been denied when the Commis- 
sion has not acted on such application within 30 days after it has been filed: 
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Provided, further, That when a petition for review is filed in accordance with 
the provisions of section 19 of the Natural Gas Act, such acceptance shall be 
filed within 30 days after final disposition of the judicial review proceedings thus 
initiated. 

(C) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be commenced within 30 days 
after the issuance of this order and shall be completed and actual operations 
thereunder commenced by applicant not later than 1 year subsequent to begin- 
ning of construction. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following: 

(i) Within 10 days after bona fide beginning of construction, notice of date 
of such beginning; 

(ii) Within 4 months after date of issuance of this order, a progress report 
showing the exact status of authorized construction ; 

(iii) Within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of the 
date of such placement and commencement ; 

(iv) Within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement showing 
the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, con- 
tingencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimate of costs 
relied upon herein by applicant; 

(v) Semi-annual reports coinciding with the termination of input and with- 
drawal cycles, showing volumes of natural gas injected into or withdrawn from 
the Kennedy Storage Field together with the pressure of each well. There shall 
be included with each report a map showing the pressures in all storage wells 
corresponding to the volumes of gas in storage and the pressure on all wells in the 
area immediately adjacent to the storage field. Such reports shall be filed until 
applicant is notified to discontinue by the Commission. 

(D) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations hereby authorized and in ac- 
cordance with the provisions of the Natural Gas Act, as well as any applicable 

rules, regulations, or orders of the Commission. 


Order approving proposed settlement and requiring satisfactory rate 
schedules and tariff revisions to be filed 


Tennessee Gas Transmission Co. 
Docket No. G—2052 


July 28, 1958 


This is a rate proceeding arising from a rate increase filed by Tennessee Gas 
Transmission Co. (Tennessee). The record herein has been certified to us for 
approval of a proposed settlement, as stated on the record by Commission staff 
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counsel in open hearing and as agreed to by all parties to the proceeding on the 
record. Upon consideration of the record, we approve the terms of the proposed 
settlement, permitting the agreed-upon rate increases to become effective subject to 
the terms and conditions, agreed to by the parties, as hereinafter set forth. 

On August 15, 1952, Tennessee filed with the Commission its F. P. C. gas tariff, 
third revised volume No. 1 and first revised volume No. 2. By this filing Ten- 
messee proposed a systemwide rate increase for its sales for resale and trans- 
portation of natural gas in interstate commerce, which would have resulted in an 
increase in revenues of approximately $16,900,000 based upon operations for the 
year 1952. On the same basis the rates provided in the proposed settlement would 
result in an increase of $13,708,273. 

On September 12, 1952, pending a hearing and the Commission’s decision upon 
the question of the lawfulness of the rates proposed by Tennessee, the Commis- 
sion suspended the proposed tariffs until February 15, 1953, and until such further 
time thereafter as such proposed tariffs might be made effective in the manner 
prescribed by the Natural Gas Act. By order issued February 27, 1953, these 
suspended tariffs were permitted to become effective as of February 15, 1953, 
under bond and subject to refund, with interest, of the portion of the increased 
rates or charges which the Commission might find not justified. 

Pursuant to Commission order, hearing was commenced with regard to the 
proposed rates on July 6, 1953. Following the entering of appearances, the 
hearing was recessed from day to day to July 10, 1953, to allow all interested 
parties full opportunity to discuss informally the proposed rate increase in an 
effort to reach a settlement satisfactory to all parties. On July 10, final agreement 
was reached by the parties to the proceeding as-to the total rate increase to which 
Tennessee was entitled, the allocation of this increase between the various rate 
zones, the rates to be observed by Tennessee under its various rate schedules in the 
respective zones, certain modifications of Tennessee’s tariff, and certain conditions 
under which the settlement was acceptable to the parties. 

On the basis of an extensive field examination of the books, records and 
operations of Tennessee, the Commission’s staff computed a rate base for 
1952 of $433,519,186 comprising the average original cost of $471,494,513, less 
depreciation reserves of $35,302,091 and less other adjustments totalling 
$2,673,236, with no allowance for working capital because of available income 
tax accruals. Allowing a 6 percent return upon this rate base, the staff de- 
veloped a cost of service of $115,261,808. Tennessee prepared a rate base and 
cost of service of $115,749,761. These cost of service comparisons were pre- 
sented to all parties to these proceedings in the conferences and an agreement 
was reached that rates which would yield revenues equivalent to a cost of 
service, based upon operations during 1952, of $115,498,484, would be fair 
and reasonable, and acceptable to all parties. 

Inasmuch as Tennessee’s deficiency in revenues is primarily attributable 
to increased costs of gas in the field, it was agreed, for the purpose of settling 
this case, that the demand charges in Tennessee’s rate schedules, as they 
existed prior to February 15, 1953, would be retained by Tennessee as proper 
for the future, and that the necessary increase in revenues would be derived 
from an increase in the commodity component of Tennessee's rates, exclusive 
of the transportation rates. 

It was further agreed that the following increments should be added to the 
commodity charges contained in Tennessee’s rates prior to February 15, 1953: 
Southern Zone, 3.30 cents per M. ec. f.; Central Zone, 3.36 cents per M. c. f.; 
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Eastern Zone, 3.36 cents per M. c. f.; Northern Zone, 3.37 cents per M. c. f.; 
New York Zone, 3.38 cents per M. c. f. The complete rate levels for Tennessee, 
as agreed upon by all parties, are shown in appendix A. The application of 
the rates shown in appendix A to the billing units of jurisdictional sales yields, 
together with other available revenues, for the year 1952, a total revenue of 
$115,477,739 as compared with the cost of service of $115,498,484 . 

Tennessee agreed to file a revised tariff and tariff sheets containing the 
rates as agreed upon, within 30 days following the date of the Commission’s 
order accepting the proposed settlement, to be effective on and after the date 
of such Commission order, and agreed to revise its tariff : 

(1) To provide in the availability clause of the GS rate schedules that such 
schedules are available to any customer at any delivery point where the re- 
quirements do not exceed 5,000 M. c. f. per day; 

(2) To provide in the overrun penalty provision of the G rate schedules that 
the first one percent of overrun will be considered unauthorized overrun, and 
that for such first one percent of unauthorized overrun, a penalty of one dollar 
per M. c. f. will be charged instead of including this first one percent of over- 
run in the billing demand quantity as is permitted under the tariff in effect 
under bond; 

(3) To reduce the minimum take-or-pay-for requirement in the CD and 
transportation rates to 66% percent. 

(4) To add a new rate schedule GS-2. 

(5) To modify the penalty provision of the contracted demand and trans- 
portation and storage rate schedules so that no penalty will be charged when 
the seller controls deliveries. 

In addition to these changes in the tariff, Tennessee agreed as part of the 
settlement to refund to its customers for the period extending from February 
15, 1953, to the effective date of the rates agreed upon herein, the difference, 
plus six percent interest per annum, between the amounts collected under the 
rates in effect under bond in docket No. G-2052 and the amounts which would 
have been collected by the application, to the billing units developed during 
that period, of the agreed unit charges of the various rate schedules. 

It is further agreed by Tennessee that any amounts refunded to Tennessee 
by United Gas Pipe Line Co. in connection with docket Nos. G-1142 and G—2019 
will be refunded to Tennessee’s customers in a manner to be determined by the 
Commission; and that it will reflect in its rates any change in costs resulting 
to it from the disposition of docket Nos. G-1142 and G—2019. 

The Commission finds: 

(1) The proposed settlement of these rate proceedings on the basis hereto- 
fore described, subject to the terms and conditions hereinafter ordered, is ap- 
propriate and in the public interest in carrying out the provisions of the Nat- 
ural Gas Act and should be approved and made effective as hereinafter pro- 
vided and ordered. 

(2) The rates and charges, and certain tariff provisions referred to below 
in ordering paragraph (B) (ii) as contained in Tennessee’s F. P. C. gas tariff, 
third revised volume No. 1 and first revised volume No. 2, filed August 15, 1952, 
and made effective, in part on September 15, 1952, and in part, subject to refund 
and under bond, as of February 15, 1953, are not just, reasonable, or lawful 
under the terms and provisions of the Natural Gas Act and should be disallowed 
and denied, as hereinafter provided and ordered. 
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The Commission orders: 

(A) The rates and charges and tariff provisions described in fimding (2) 
hereof, contained in Tennessee’s F. P. C. gas tariff, third revised volume No. 1 
and first revised volume No. 2, be and the same are hereby disallowed and denied. 

(B) Within 30 days after the date of issuance of this order, Tennessee shall 
revise its F. P. C. gas tariff, third revised volume No. 1 and first revised volume 
No. 2: 

(i) By filing, in a form satisfactory to the Commission, new schedules of rates 
and charges for the sale and transportation of gas in interstate commerce, con- 
taining the rates as set forth in appendix A to this order, to be effective on and 
after the date of issuance of this order; and 

(ii) By filing revisions of said tariffs to be effective as of the date of issuance 
of this order: 

(a) Toadd a new GS-2 rate schedule; 

(b) To provide in the availability clause of the GS rate schedules that such 
schedules will be available to any customer at any delivery point where the re- 
quirements do not exceed 5,000 M. c. f. per day; 

(ec) To provide in the overrun penalty provision of the G rate schedules that 
the first one percent of overrun will be considered unauthorized overrun, and 
that for such first one percent of unauthorized overrun, a penalty of one dollar 
per M. c. f. will be charged ; 

(d) To reduce the minimum take-or-pay-for requirement in the CD and trans- 
portation rates to 66%4 percent ; 

(e) To modify the penalty provision of the contracted demand and transpor- 
tation and storage rate schedules so that no penalty will be charged when seller 
controls deliveries. 

(C) Within 60 days after the date of issuance of this order, Tennessee shall 
refund to its customers, with 6 percent interest per annum thereon, the difference 
between the amounts collected under rates in effect under bond in this pro- 
ceeding and the amounts which would have been collected by the application of 
the rates herein approved to the billing units developed for the period from 
February 15, 1953, to the date of issuance of this order. Tennessee within 75 
days after the issuance of this order shall furnish to the Commission 5 copies of 
a report in writing and under oath setting forth a detailed statement of the 
amount of refunds made to each customer and the method of computation of such 
refunds. 

(D) If United Gas Pipe Line Co. (United) is required by any final order of 
the Commission, which is accepted by United or becomes final in any court review 
or otherwise, in the proceedings in docket Nos. G—1142 and G—2019 to make any 
reduction in the rates to be charged or collected for natural gas sold by United 
to Tennessee, then Tennessee, unless otherwise ordered by the Commission, shall 
file with the Commission, within 60 days from the date such order becomes final, 
changes in its rate schedules satisfactory to the Commission to reduce the rates 
therein provided, so as to pass on to its resale customers such rate reduction, 
and shall refund to its customers any amounts received by it in connection with 
such proceedings as shall be ordered by the Commission. 

(E) The Commission reserves the right to reject all or any part of the revised 
tariff or tariff sheets to be filed by Tennessee, and in lieu thereof to prescribe by 
further order appropriate rates, charges, classifications, rules, regulations, and 
practices, consistent with the settlement agreement. 

(F) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by the Commission in any proceeding now pending or 
hereafter instituted by or against Tennessee, or any other companies or persons. 
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TENNESSEE GAS TRANSMISSION COMPANY 


Rate levels as agreed in conference on July 10, 1953, based on year 1952 





| Demand Commodity 

Type of service Rate schedules charge charge 
per month | (per M.c.f.) 
(per M.c.f.) 


Contracted demand and general service 


Southern zone 
Central zone 
Eastern zone 
Northern zone__ 
New York zone 


Small general service 


Southern zone 
Central zone 


Eastern zone..............- 
New York zone 


Emergency and interruptible service 


Southern zone 
Central zone..__...... 
Eastern zone 


General service (developmental) 


Southern zone 
Central zone 
Eastern zone 














Order instituting an investigation under section 10 (f) of the Federal Power Act 
Arkansas Power & Light Co. 
Project No. 271 


July 29, 1958 


Arkansas Power & Light Co. owns and operates the Carpenter and Remmel 
hydroelectric developments at miles 471 and 452, respectively, on the Ouachita 
River, designated as project No. 271. This project is located downstream from 
the Blakely Mountain multiple-purpose dam and reservoir now under construc- 
tion by the Corps of Engineers, Department of the Army. 

Pursuant to the provisions of section 10 (f) of the Federal Power Act, we are 
required to determine and assess headwater improvement benefit charges against 
the owner of any project directly benefited by headwater improvements con- 
structed by the United States. Preliminary studies made by the staff of the 
Commission indicate that Arkansas Power & Light Co.’s project No. 271 will 
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probably receive benefits from the Blakely Mountain project’s storage after the 
latter goes into commercial operation. 

Studies made by the Corps of Engineers, the company, and the Commission’s 
staff reveal that the period between the time of the commencement of filling of 
the Blakely Reservoir and the time the first generating unit of the Blakely project 
is placed in commercial operation will result in a material reduction in the energy 
generated at the Carpenter and Remmel plants. The Corps of Engineers has 
advised that it has no authority under existing laws to pay for any losses which 
may be sustained by Arkansas Power & Light Co. during the filling of the 
Blakely Reservoir. 

The Commission finds: 

It is appropriate and in the public interest that an investigation be instituted 
by the Commission as hereinafter provided. 

The Commission orders: 

An investigation is hereby instituted pursuant to the provisions of the Federal 
Power Act, particularly section 10 (f) thereof, for the purpose of enabling the 
Commission to determine whether the Carpenter and Remmel plants of Arkansas 
Power & Light Co.’s project No. 271 downstream from the Blakely Mountain 
project will be directly benefited in the future by the construction and operation 
of that project and if it so finds, to determine the equitable proportion of the 
estimated annual charges for interest, maintenance and depreciation on the 
Blakely Mountain project which it is probable the Arkansas Light & Power Co. 
may be required to pay annually; Provided, however, That in making such deter- 
mination, the Commission shall allow any losses sustained because of the head- 
water improvement commencing with the start of filling of the Blakely Mountain 
project as an offset against any headwater benefit payments subsequently as- 
sessed against Arkansas Power & Light Co., the downstream beneficiary. 


Order determining actual legitimate original cost and prescribing accounting 
therefor 


California-Pacific Utilities Co. 
Project Nos. 1985, 1986, 1987 
July 29, 1953 


The licenses for these projects, issued June 28, 1951, for a term of 50 years 
effective as of June 30, 1946, provide for the determination of the actual legitimate 
original cost, accrued depreciation and net investment in each of the projects as 
of the effective date thereof. 

Licensee filed its initial statement of claimed actual legitimate original cost 


and accrued depreciation as of June 30, 1946, for each project here under con- 
sideration as follows: 





Project Claimed cost Accrued 
depreciation 


$18, 885. 12 
31, 993. 41 
77, 153. 93 





Thereafter a field examination was made by members of the Commission’s 
staff of the claimed cost statements and the records and data in support of such 
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claims. The field examination did not extend to the verification of the claims 
with respect to accrued depreciation. The staff proposed adjustments of the 
claimed cost involving reclassification of items and amounts pertaining to the 
projects as such, elimination of items and amounts claimed and recorded as 
project costs by transfer thereof to nonproject accounts and additions to project 
claimed costs by transfer thereto of items and amounts erroneously omitted there- 
from summarized as follows: 


Cost as Staff Claim as 
claimed adjustments adjusted 


Project No. 1985 : $80, 678. 34 ($6, 637. 45) $74, 040. 89 
Project No. 1986 BE BEE Nocucsncckccnen 141, 163. 88 
Project No. 1987 345, 001. 64 (955. 54) 344, 046. 10 


566, 843. 86 (7, 592. 99) 559, 250. 87 





( ) Denotes deduction. 


Under date of January 26, 1953, licensee filed revised statements of claimed 
cost for each project as of June 30, 1946, in the amounts as set forth in the 
preceding table in the column entitled “Claim as adjusted.” 

These projects, constructed from 1905 to 1907 on Government lands within the 
Whitman and Umatilla National Forests under United States Department of 
Agriculture permits, were acquired by licensee on June 28, 1946 by purchase from 
Eastern Oregon Light & Power Co. 

Reclassification and original cost studies of Eastern Oregon Light & Power Co. 
as of January 1, 1937, were reviewed by staffs of Public Utilities Commissioner of 
Oregon and of this Commission and the adjustments proposed by the joint staff 
report were recorded on the books of Eastern Oregon. 

The adjustments of the claimed costs of these projects as proposed by the 
staff, resulting in net decreases of $6,637.45 and $955.54, respectively, for projects 
Nos. 1985 and 1987, are concurred in by licensee as evidenced by the revised 
claimed cost statements filed January 26, 1953, referred to hereinabove. 

The costs for these projects as originally claimed by licensee, adjustments by 
the staff involving reclassification, eliminations from and additions to such 
project costs, the revised claims of licensee reflecting the adjustments proposed 
by the staff and the accounting disposition of the adjustments are set forth in 
tables A, B and C, appended hereto, with reference to projects Nos. 1985, 1986 and 
1987, respectively, together with the allowed project cost of each as of June 30, 
1946 without reference to the accrued depreciation therein as of the effective 
date of the license therefor. 

The claimed project costs as adjusted by the staff were submitted to the Public 
Utilities Commissioner of Oregon for comment and recommendation. By tele- 
gram dated June 16, 1953 the Commissioner advised that such adjusted claimed 
project costs were acceptable to that department. 

The Commission finds: 

(1) The licensee by its concurrence with the adjustments proposed by the 
staff in the filing of revised claimed cost statements for the three projects as of 
June 30, 1946 reflecting such adjustments has waived the necessity for further 
notice as provided by sections 4.4 and 4.5 of the Commission’s general rules and 
regulations. 

(2) The adjustments proposed by the staff, as reflected in the revised cost 
statements filed by licensee, are reasonable and proper for purposes of the 
Federal Power Act. 
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TABLE A 
Project No. 1985, California-Pacific Utilities Company, Licensee 


Account Actual legitimate original cost | Accounting disposition of staff 
adjustments—charge to 


Acct. 
Acct. 100.1} Acct. 250 re- 

Claimed | Staffad- | Revised project 100.1 serve for 

Description by justments claim electric | nonpro- | deprecia- 
licensee allowed plant ject tion of 


electric 


Hydraulic Production Plant 


Land and land rights........... 

Structures and improvements_.- 

Reservoirs, dams and water- 

ray 

Water wheels, turbines and 
generators 

Accessory electric equipment -.. 

Miscellaneous power plant 
equipment 





Total production plant..._| 59, 707. . 22)} 59, 420. 
Transmission Plant 


Station equipment 2, 903. .76)| 2,891.70 
Poles and fixtures 5, 647. . 46)) 5, 531.04 
Overhead conductors and de- 

4, 671. 12 





Total transmission plant..| 13, 222. 3. 22)| 13, 093. 86 


Distribution Plant 


Station equipment 1, 522. 01 (1, 522. 01) 
Poles, towers and fixtures 900. 00 (900. 00) 
Overhead conductors 


Total distribution plant...| 6,222.01 | (6,222. 01)|-........-- 
General Plant 
Communication equipment....| 1, 526.76 |-- 
80, 678. 34 (6, 637. 45) 74, 040. 89 | (6, 637. 45) | 6, 625. 69 





( ) Denotes red figure. 


(3) The actual legitimate original costs as of June 30, 1946 for the three projects 
are as follows: 


No. 1985—Cove. $74, 040. 89 
No. 1986—Rock Creek 141, 163. 88 
No. 1987—Fremont. 344, 046. 10 


The Commission orders: 

(A) The adjustments proposed by the staff as reflected in the revised cost 
statements filed by licensee be and they hereby are approved. 

(B) Licensee shall dispose of the adjustments proposed by the staff with respect 
to the individual projects as follows: 

(i) Project No. 1985—Eliminate from project costs items in the aggregate of 
$6,637.45 by a transfer of items totaling $6,625.69 to account No. 100.1, electric 
plant in service—nonproject, and charge $11.76 to account No. 250, reserve for 
depreciation of electric plant, as per table A appended hereto. 

(ii) Project No. 1987—Eliminate from project costs the net amount of $955.54 
by a transfer of items totaling that amount to account No. 100.1, electric plant 
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in service—nonproject, and reclassify among the project primary plant accounts 
items totaling $8,707.48 as per table C appended hereto. 

(C) Licensee establish and maintain control and detailed plant accounts for the 
projects as of June 30, 1946 showing debit balances of $74,040.89 for project 
No. 1985, $141,163.88 for project No. 1986, and $344,046.10 for project No. 1987, 
classified as set forth in the columns entitled “revised claim allowed” in tables 
A, B and C, respectively, appended hereto. 

(D) Determination of accrued depreciation in each of the projects here under 
consideration as of June 30, 1946 is specifically reserved for future consideration. 

(E) Licensee shall within 60 days of the date of this order file F. P. C. form 
No. 7 showing compliance with this order. 


TABLE B 


Project No. 1986, California-Pacific Utilities Company, Licensee 





Account Actual legitimate original cost 





Description Claimed by | Staff adjust- | Revised claim 
licensee ments allowed 





Hydraulic Production Plant 


NE NG BT ID. seccarcecndedccaccasscocesase Sacet $3, 640. 07 $3, 640. 07 
Structures and improvements. ‘ 27, 091. 66 27, 091. 66 
Reservoirs, dams and waterways... ---.-..-..-..-------- 64, 769. 45 64, 769. 45 
Water wheels, turbines and generators. --...---.-- sal 29, 002. 34 29, 002. 34 
Accessory electric equipment. a Dh ON Crome ceed aices 5, 746. 54 
Miscellaneous power plant equipment ais 1, 064. 08 1, 064. 08 
Reads, ralireads ened Oridess......................... 704. 30 704. 30 





Total production plant 132, 018. 44 i 132, 018. 44 


Transmission Plant 





9, 145. 44 








141, 163. 88 
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Findings and order issuing a certificate of public convenience and necessity 
Northern Natural Gas Co. 
Docket No. G-2010 


July 30, 1953 


The Commission by its opinion No. 230 and order issued June 24, 1952 (subse- 
quently amended by its opinion No. 230-A and order issued October 28, 1952, and 
as further amended by an order issued June 25, 1953), In the Matter of Northern 
Natural Gas Co., docket No. G—1618, granted Northern a certificate of public 
convenience and necessity, pursuant to section 7 of the Natural Gas Act, author- 
izing the construction and operation of additional natural-gas pipeline facilities 
designed to increase Northern’s daily delivery capacity north of Kansas from 
approximately 600,000 M. c. f. to 825,000 M. c. f., upon, inter alia, the condition 
specified in subparagraph (C) (8). Such subparagraph provided: 


(C) As a condition attached to the exercise of the rights granted under 
the certificate herein, Northern shall: 


(8) Within thirty days next following issuance of this opinion and order, 
file with the Commission appropriate applications for certificates of public 
convenience and necessity : 

(a) Authorizing the construction and operation of the facilities herein- 
before described and referred to as claimed by Northern as exempt from the 
Commission’s jurisdiction by reason of section 1(b) of the Natural Gas 
Act; and 

(b) Authorizing the construction and operation of the facilities herein- 
before described and referred to as exempt from the Commission’s jurisdic- 
tion by reason of section 2.55 of the Commission’s general rules and regula- 
tions (18 C. F. R. 2.55), or establishing that such certificate is not required. 


On July 22, 1952, Northern, pursuant to the above certificate condition, filed 
an application requesting : 


“7” FACILITIES ! 


A certificate of public convenience and necessity, pursuant to section 7 of the 
Natural Gas Act, be issued authorizing the construction and operation of the 
facilities referred to in subparagraph (C) (8) (a) of aforementioned Commis- 
sion opinion No. 230 and order. Northern included under this part, in addition 
to the facilities described in sections “A. Pipe-lines” and “B. Compressor sta- 
tions” of appendix B to the said opinion and order, the following: 

(a) Approximately 6.83 miles of 26-inch diameter pipeline extending south- 
westerly from Northern’s Hugoton compressor station (““B1” of the aforemen- 
tioned Appendix B) to a point of connection with the 26-inch pipeline described 
in “A2” of said Appendix B; and, 

(b) Northern’s existing Kearny-Grant pipeline, consisting of approximately 
20.2 miles of 20-inch diameter line, commencing at the end of the 24-inch pipeline 
described in “A3” of the aforesaid Appendix B and extending northeasterly and 
ending at the 24-inch header in Finney County, Kans., on the 24-inch (Sublette 
station to Holcomb station) pipeline. 


1The “I facilities are more fully described in schedule A attached to the application 
filed July 22, 1952. 
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“Tr” FACILITIES 2 


A finding by the Commission that the facilities referred to in subparagraph 
(C) (8) (b) of said opinion No. 230 and order do not require certificate author- 
ization, or, in the alternative, that certificate authorization be granted therefor. 
Northern included under this part the facilities referred to or described in 
sections “C. Transmission system” and “D. Town border ¢ main line sales meas. 
stations” of the aforesaid Appendix B to said opinion and order. 

On May 29, 1953, Northern filed an amendment to its application herein 
whereby it included under “I” above many of the facilities originally included 
under “II” above, thereby reducing substantially the facilities claimed by it as 
not requiring certificate authorization by reason of section 2.55 of the Commis- 
sion’s general rules and regulations (18 C. F. R. 2.55). The facilities covered by 
Northern’s amended application, segregated by the revised “I” and “II” group- 
ings referred to above, but redesignated herebelow as the “A” and “B” facilities 
(for convenience of reference), may be described as follows: 


“a” FACILITIES * 


Facilities for which certificate authority is sought 
(1) Pipelines 


Stonebraker-Hugoton station pipeline—Consisting of : 

(a) Trunkline in Morton County, Kans., and Texras County, Okla.—13.38 miles 
of 24-inch pipeline and appurtenances beginning in the Stonebraker acreage area 
in Texas County, Okla., and extending northerly and ending at a point of con- 
nection in Morton County, Kans., with Northern’s 26-inch pipeline described next 
below. 

(b) Trunkline in Morton and Stevens Counties, Kans.—20.75 miles of 26-inch 
pipeline and appurtenances beginning in Morton County, Kans., at a point of 
connection with the 24-inch pipeline described next above and extending north- 
erly and ending in Stevens County, Kans. 

(c) Trunkline extension in Stevens County, Kans.—6.83 miles of 26-inch pipe- 
line and appurtenances beginning at the end of the 26-inch pipeline described next 
above in Stevens County, Kans., extending northeasterly and ending at the 
Hugoton compressor station in the same county and state. 

Hugoton station-Holcomb station pipeline—Consisting of : 

(d) Trunkline, Hugoton station to Kearny-Grant trunkline—39.84 miles of 24- 
inch pipeline and appurtenances beginning at the Hugoton station (“A” (2) (a) 
hereof) in Stevens County, Kans., extending northerly and ending at the 20-inch 
Kearny-Grant trunkline (“A” (1) (h) hereof) in Kearny County, Kans. 

(e) Suction line to Tate compress station—1.63 miles of 29-inch pipeline and 
appurtenances beginning at the 20-inch Kearny-Grant trunkline, extending south- 
easterly and ending at the Tate compressor station (“A” (2) (b) hereof), all in 
Kearny County, Kans. 

(f) Discharge line from Tate compressor station—0.04 miles of 20-inch pipe- 
line and appurtenances, beginning at the Tate station and ending at the 24-inch 
trunkline (“A” (1) (d) hereof), all in Kearny County, Kans. 

(g) Second suction line to Holcomb compressor station—1.80 miles of 26-inch 
pipeline and appurtenances, beginning at the 24-inch header on the 24-inch trunk- 

*The “II” facilities are more fully described in schedule B attached to the application as 
filed July 22, 1952. 


*A more detailed description of the facilities is contained in schedule A attached to the 
May 29, 1953, amendment to the application. 





1108 FEDERAL POWER COMMISSION 


line (Sublette station to Holcomb station) in Finney County, Kans., extending 
northerly and ending at the Holcomb compressor station in Finney County, Kans, 

(h) Kearny-Grant trunkline—20.02 miles of 20-inch pipeline and appurtenances, 
beginning at the end of the 24-inch trunkline (“A” (1) (d) hereof) in Kearny 
County, Kans., extending northeasterly and ending at the 24-inch header on the 
24-inch trunkline (Sublette station to Holcomb station) in Finney County, Kans, 


(2) Compressor stations 


(a) Hugoton, Kans. (new station)—New compressor station, consisting of ten 
1,320 horsepower vertical Ingersoll-Rand gas engines, direct connected to double- 
acting compressor units, together with other appurtenances and equipment, 
located in Stevens County, Kans. 

(b) Tate, Kans. (new station) —New compressor station consisting of three 440 
horsepower vertical Ingersoll-Rand gas engines, direct connected to double-acting 
compressor units, together with other appurtenances and equipment, located in 
Kearny County, Kans. 


(3) Branch line facilities for 675 M. M. c. f. system capacity 


(a) Hastings, Minn., branch line loop—7.6 miles of 6-inch pipeline and ap- 
purtenances, beginning at a point on the present branch line, extending easterly 
and ending at a point on the present branch line, all in Dakota County, Minn. 

(b) Yankton, S. Dak., branch line loop—10.07 miles of 10-inch pipeline and ap- 
purtenances, beginning at the end of the present 8-inch line loop in Clay County, 
S. Dak., extending westerly to a point on the present branch line in Yankton 
County, S. Dak. 

(c) Kensett, Iowa, branch line loop—5.46 miles of 4-inch pipeline and ap- 
purtenances, beginning at a point on Northern’s 16-inch 2d main transmission 
line, extending easterly and ending at a point on the present branch line, all in 
Worth County, Iowa. 

(d) Northwood, Iowa, branch line loop—5.05 miles of 3-inch pipeline and ap- 
purtenances, beginning at a point on Northern’s Kensett, Iowa, branch line, ex- 
tending northerly and ending at the Northwood town border station, all in Worth 
County, Iowa. 

(e) Garner, Iowa, branch line loop—1.43 miles of 3-inch pipeline and appur- 
tenances, beginning at a point on Northern’s 6-inch branch line, extending north- 
erly and ending at the Garner town border station, all in Hancock County, Iowa. 

(f) Britt, Iowa, branch line loop—1.37 miles of 4inch pipeline and appurte- 
nances, beginning at a point on Northern’s 4inch branch line, extending northerly 
and ending at the Britt town border station, all in Hancock County, Iowa. 

(g) Clarion, Iowa, branch line loop—1.02 miles of 4-inch pipeline and appurte- 
nances, beginning at a point on Northern’s 20-inch, 1st main transmission line, 
extending easterly and ending at a point on Northern’s present Clarion branch 
line, all in Wright County, Iowa. 

(h) Oakland, Nebdr., branch line loop—1.02 miles of 4-inch pipeline and appurte- 
nances, beginning at a point on Northern’s 16-inch main transmission line, ex- 
tending easterly and ending at a point on Northern’s present Oakland branch 
line, all in Burt County, Nebr. 

(j) Auburn, Nebr., branch line loop—10.95 miles of 6-inch pipeline and appurte- 
nances, beginning at a point on Northern’s 24-inch main transmission line in 
Lancaster County, Nebr., extending southeasterly and ending at a point on 
Northern’s present Auburn branch line in Johnson County, Nebr. 

(k) David City, Nebr.. branch line removal and replacement—13.94 miles of 
6-inch removed and replaced by 8-inch pipeline and appurtenances, beginning at 
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a point on the present branch line in Lancaster County, Nebr., extending north- 
westerly and ending at a point on the present branch line in Seward County, 
Nebr. 

(m) David City, Nebr., branch line regulator station—A new branch line 
regulator, connected to Northern’s 24-inch main line and the 8-inch David City 
branch line and located in Gage County, Nebr. 

(n) Stromsburg, Nebr., branch line loop—13.44 miles of 6-inch pipeline and 
appurtenances, beginning at a point on the David City 6-inch branch line in 
Butler County, Nebr., extending westerly and ending at a point on the present 
branch line in Polk County, Nebr. 


(4) Branch line facilities for 825 M M c. f. system capacity 


(a) Hawarden, Iowa, branch line loop—4.13 miles of 4-inch pipeline and ap- 
purtenances, beginning at a point on the 14-inch Sioux Falls main line, extending 
easterly and ending at a point on the present branch line, all in Union County, 
8S. Dak. 

(b) Cherokee, Iowa, branch line loop—3.00 miles of 6-inch pipeline and ap- 
purtenances, beginning at a point on the 16-inch main line, extending southeasterly 
and ending at a point on the present branch line, all in Cherokee County, Iowa. 

(c) Webster City, Iowa, branch line loop—2.00 miles of 4-inch pipeline and ap- 
purtenances, beginning at a point on the 24-inch main line in Webster County, 
Iowa, extending southeasterly and ending at a point on the present branch line 
in Hamilton County, Iowa. 

(d) Manson, Iowa, branch line loop—7.82 miles of 6-inch pipeline and appurte- 
nances, beginning at a point on the present Lake City branch line, extending north- 
erly and ending at a point on the present branch line, all in Calhoun County, Iowa. 

(e) Des Moines, Iowa, branch line loop—14.23 miles of 16-inch pipeline and 
appurtenances, beginning at the Ogden compressor station, extending south- 
easterly and ending at a point on the present branch line, all in Boone County, 
Iowa. 

(f) LeMars, Iowa, branch line loop—3.00 miles of 6-inch pipeline and appurte- 
nances, beginning at a point on the 16-inch main line, extending northwesterly 
and ending at a point on the present branch line, all in Plymouth County, Iowa. 

(g) Avoca, Iowa, branch line loop—2.60 miles of 3-inch pipeline and appurte- 
nances, beginning at a point on the present 4-inch branch line in Shelby County, 
Iowa, extending southwesterly and ending at the Avoca town border station in 
Pottawattamie County, Iowa. 

(h) Manly, Iowa, branch line loop—4.08 miles of 3-inch pipeline and appurte- 
nances, beginning at a point on the Kensett branch line, extending southerly and 
ending at the Manley town border station, all in Worth County, Iowa. 

(j) Jefferson, Iowa, branch line loop—2.00 miles of 4-inch pipeline and appurte- 
nances, beginning at a point on the present branch line, extending southeasterly 
and ending at a point on the present branch line, all in Greene County, Iowa. 

(k) Grand Junction, Iowa, branch line loop—1.25 miles of 3-inch pipeline and 
appurtenances, beginning at a point on Northern’s existing Jefferson branch line, 
extending easterly and ending at a point on the present branch line, all in 
Greene County, Iowa. 

(m) Auburn and Pawnee City, Nebr., branch line loop—10.98 miles of 6-inch 
Pipeline and appurtenances, consisting of the following three sections: 

(i) 9.72 miles beginning at the end of the present Auburn branch line loop, 
extending southeasterly and ending at a point on the present branch line, all in 
Johnson County, Nebr. 
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(ii) 0.26 mile beginning and ending at points on the present Auburn branch 
line in Johnson County, Nebr. 

(iii) 1.0 mile beginning at a point on the Auburn branch line where the 
Pawnee City, Nebr., branch line taps off the Auburn branch line, which point 
being the terminus of the branch line loop described in (ii) above and located in 
Johnson County, Nebr., then extending southerly and ending at a point on the 
present Pawnee City branch line in Johnson County, Nebr. 

(n) David City, Nebr., branch line removal and replacement—6.38 miles of 
8-inch (replacing 6-inch) pipeline and appurtenances, beginning at a point on 
the present branch line, extending northwesterly and ending at a point on the 
present branch line, all in Seward County, Nebr. 

(p) Wilber, Nebr., branch line loop—3.37 miles of 3-inch pipeline and appur- 
tenances, beginning at a point on the Plymouth branch line in Gage County, Nebr., 
extending northwesterly and ending at the Wilber town border station in Saline 
County, Nebr. 

(q) Stromsburg, Nebr., branch line loop—1i.81 miles of 6-inch pipeline and 
appurtenances, beginning at the end of the present 6-inch branch line loop, ex- 


tending westerly and ending at a point on the present branch line, all in Polk 
County, Nebr. 


(5) Miscellaneous transmission and measuring station facilities 


(a) Second Omaha, Nebr., branch line—20.43 miles of 16-inch pipeline and 
appurtenances, beginning at a point on the present 24-inch main line in Cass 
County, Nebr., extending northerly and ending at the Omaha town border station, 
No. 2, described in (b) next below, in Douglas County County, Nebr. 

(b) Omaha, Nebr., town border station, No. 2—A town border station, includ- 
ing all appurtenant measuring and regulating facilities, located at the terminus 
of the line described in (a) next above, in Douglas County, Nebr. 

(c) High Bridge plant line, removal and replacement—1.42 miles of 12-inch 
removed and replaced by 20-inch pipeline and appurtenances, beginning at a 
point on the present 12-inch pipeline, extending northeasterly and ending at the 
present High Bridge plant town border station, all in Dakota County, Minn. 

(d) High Bridge plant town border station removal—Remove the town border 
station, together with all appurtenant measuring and regulating facilities, lo- 
cated in Dakota County, Minn. 

(e) St. Paul, Minn., additions—Construct a new town border station, at a new 
location in Dakota County, Minn., to replace the station removed, item (d) 
next above. 

(f) Pipeline, Portland Avenue station to Minnesota River—1.78 miles of 24- 
inch pipeline and appurtenances, beginning at the present Portland Avenue meas- 
uring and regulating station, extending northwesterly and ending at a point on 
the south bank of the Minnesota River, all in Dakota County, Minn. 


‘‘B” FACILITIES * 


Facilities for which certificate is not required 


(1) Second Des Moines, Iowa, branch line—2.49 miles of 16-inch pipeline and 
appurtenances, beginning at a point on the present 16-inch branch line, extending 
southerly and ending at the Des Moines town border station, No. 2, described in 
(2) next below, all in Polk County, Iowa. 

(2) Des Moines, Iowa, town border station, No. 2—A town border station, 


“A more detailed description of the facilities is contained in schedule B attached to the 
May 29, 1953, amendment to the application. 
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including all appurtenant measuring and regulating facilities, located at the 
terminus of the line described in (1) next above, in Polk County, Iowa. 

(3) Albert Lea, Minn., branch line removal—Remove 1.04 miles of 6-inch 
pipeline and appurtenances, beginning at a point on the present branch line, ex- 
tending easterly to the present Albert Lea town border station, No. 2, all in 
Freeborn County, Minn. 

(4) Segment of Albert Lea, Minn., branch line—0.72 mile of 6-inch pipeline 
and appurtenances, beginning at the present Albert Lea town border station, 
No. 2, extending easterly and ending at the present Albert Lea town border 
station, No. 1, all in Freeborn County, Minn., to be sold in place to Interstate 
Power Co. for its use in distributing gas in Albert Lea. 

(5) Albert Lea, Minn., new branch line—0.43 mile of 6-inch pipeline and 
appurtenances, beginning at a point on the present branch line which point being 
the beginning point of the pipeline removal described in (3) above, extending 
southeasterly and ending at the new Albert Lea town border station, described in 
(7) below, all in Freeborn County, Minn. 

(6) Albert Lea, Minn., town border stations, No. 1 and No. 2—Albert Lea, 
Minn., town border stations, Nos. 1 and 2, together with all appurtenant measur- 
ing and regulating facilities, all in Freeborn County, Minn., are to be removed. 

(7) Albert Lea, Minn., new town border station—Construct a new town border 
station, including all appurtenant measuring and regulating facilities, located at 
the terminus of the pipeline described in (5) above, in Freeborn County, Minn. 

(8) Removal, Solomon River truss bridge and pipe—-140-foot truss type bridge 
and 26-inch pipeline and appurtenances, located in Ottawa County, Kans. (this 
truss bridge to be used in the project described in (11) below). 

(9) Construction of Solomon River undercrossing—0.38 mile of 26-inch pipe- 
line river undercrossing and appurtenances, in Ottawa County, Kans. 

(10) Remove present bridge and pipeline and construct new bridge and pipeline 
crossing Salt Creek—Remove 100-foot truss type bridge and 26-inch steel pipeline 
and appurtenances, and construct 300-foot truss type bridge, 26-inch pipeline and 
appurtenances, in Ottawa County, Kans. 

(11) Relocation and extension, truss bridge and pipeline crossing Saline 
River—Relocate 140-foot truss type bridge and 26-inch pipeline and appurtenances 
and construct 240-foot extension thereto, together with necessary 26-inch pipe- 
line and appurtenances, in Ottawa County, Kans. 

(12) Replacement of Little Blue River undercrossing—0.30 mile of 26-inch 
Pipeline river undercrossing and appurtenances, in Washington County, Kans. 

(13) Removal suspension bridge crossing Stevens Creek—Remove 140-foot 
suspension type bridge and 12-inch pipeline and appurtenances, in Lancaster 
County, Nebr. 

(14) Replacement of Stevens Creek undercrossing—0.20 mile of 12-inch pipe- 
line river undercrossing and appurtenances, to replace the bridge described in 
(13) above, in Lancaster County, Nebr. 

On September 19, 1952, the Commission, upon application by Northern, granted 
temporary certificate authorization to replace, construct, and operate the facilities 
designated as items “k” and “n” of section 3, schedule D, of the application as 
filled on July 22, 1952, involving the changes in facilities and operations de- 
scribed as items (5) (c), (d) and (e) of the “A” facilities above. On June 5, 
1953, the Commission, upon application by Northern, also granted temporary 
certificate authorization to construct and operate the facilities designated as 
item “p” of section 3 of schedule D of the original application, which facilities 
are item (5) (f) of the “A” facilities above. 
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From data of record, it appears that Northern, incident to constructing the 
675 M. M. c. f. facilities covered by the temporary certificates issued in docket 
No. G—1618, prior to the issuance therein of Commission opinion No. 230, con- 
structed items (1) (a) through (1) (h), (2) (a) and (b), (3) (a) through 
(3) (k), (3) (n), (5) (a) and (b), of the “A” facilities. Item (3) (m) of such 
facilities was completed prior to the issuance of Commission opinion No. 230-A. 
Construction and removal has been completed of items (5) (c), (5) (d), and 
(5) (e) of the “A” facilities, in accordance with the September 19, 1952, tem- 
porary certificate herein. Construction of item (5) (f) of the “A” facilities, 
pursuant to the June 5, 1953, temporary certificate herein, is currently in progress. 

After due notice, and pursuant to the Commission’s order issued herein on 
June 29, 1953, a public hearing was held in Washington, D. C., commencing on 
July 17 and concluding on July 27, 1953, respecting the matters involved and 
the issues presented by the amended application herein. No protest to the grant- 
ing of the application has been received. 

The facilities covered by the amended application in this proceeding are, for 
the most part, the same facilities referred to by the Commission in its opinion 
No. 230 and order issued in docket No. G-1618 (particularly at pp. 7-13 of the 
opinion, subparagraph (C) (8) of the order, and appendix B thereto). The 
principal exception ° is a segment of 26-inch pipeline which commences at a point 
approximately 6.83 miles southwest of Northern’s Hugoton compressor station 
and extends to that station. This new segment of pipeline, Northern stated in its 
application of July 22, 1952, was then under construction and upon completion 
would connect the 26-inch pipeline* described in “A2” of said appendix B with 
the Hugoton station. These two segments, together with the two 24-inch pipeline 
segments described in “A1” and “A6” of said appendix B, constitute a pipeline,” 
approximately 41 miles in length (13.38 miles of 24-inch and 27.58 miles of 26- 
inch), which extends from the Stonebraker acreage in Texas County, Okla., in 
a northerly direction into Morton County, Kans., and thence in a northeasterly 
direction in Stevens County, Kans., to Northern’s Hugoton compressor station, 
and which is being used primarily to transport to that station natural gas produced 
from the Stonebraker acreage. 

This application, as applicant states therein, is unusual in character in that 
the facilities involved have already been considered by the Commission and 
sanctioned to the extent that they form an essential part of the overall project 
described and approved by the Commission in its opinion No. 230 and order as 
subsequently amended in docket No. G-1618. For such reason, applicant has 
referred to the showings made in that docket and to the findings of the Com- 
mission therein, and has requested that the Commission consider the same, 
together with the data submitted as a part of the instant application, in connec- 
tion with its determination of such application. Accordingly, official notice is 


5The other exception relates to replacement and relocation of under-river crossings 
(compare items “C4” and “C7” of appendix B with items (8) through (14) of the “B” 
facilities). 

* According to Northern’s presentation in docket No. G—1618, the said 26-inch pipeline 
described in “A2” of appendix B was to connect with an existing 20-inch pipeline at a 
point approximately 6 miles southwest of the said Hugoton station, through which natural 
gas (originating from the Stonebraker acreage) would be transported into that station 
(see Commission opinion No. 230. Northern, in the instant application, has added the 
aforementioned 6.83 miles of new 26-inch pipeline to serve the purpose formerly intended 
for the said 20-inch line; consequently, the latter line is not included in the application 
in this docket. 

™This pipeline is described and designated as items (1) (a), (b), and (c) of the “A” 
facilities above. 
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hereby taken of the matters of record in docket No. G—-1618, together with the 
Commission’s opinions, findings, and orders heretofore entered therein. 

The pipeline, compressor, and other facilities, hereinbefore referred to and 
described as the “A” facilities, from the data and evidence of record appear to be 
facilities that, as integrated parts of Northern’s system (as being expanded and 
enlarged pursuant to the certificate granted Northern by the Commission’s opin- 
ion No. 230 and order issued June 24, 1952, subsequently amended, in docket No. 
G-—1618), will or are proposed to be used for the transportation and sale of 
natural gas in interstate commerce for resale for ultimate public consumption. 
Accordingly, the “A” facilities are subject to the Commission’s jurisdiction under 
the Natural Gas Act, including, inter alia, the certificate provisions of section 7 
of that act. Since the facilities in question are essential parts of the overall 
G-—1618 project described and approved by the Commission in that proceeding, 
for which a certificate was granted therein, the Commission finds that upon the 
record in this proceeding it is appropriate and desirable in the public interest in 
carrying out the provisions of the Natural Gas Act that a certificate be issued 
covering the said “A” facilities as hereinafter provided and ordered. 

Northern claims that the “B” facilities covered by its amended application 
herein are exempt from the necessity of certificate authorization by reason of 
the provisions of section 2.55 of the Commission’s general rules and regulations 
(18 C. F. R. 2.55). Upon the basis of the data of record herein, it appears that 
a certificate is not required for these facilities. Items (1) and (2) of the “B” 
facilities involve a second branch line and town border station, for establishment 
of a new delivery point, for the delivery of natural gas to an existing utility 
customer of Northern, for resale in a local community presently being served 
with gas supplied by Northern to such customer, no change in delivery capacity 
contemplated. Items (3) through (7) of the “B” facilities, all pertaining to the 
Albert Lea, Minn., line extension and measuring station, represent replacements 
of existing branch line and measuring facilities, relocating such facilities outside 
of the corporate limits of that city to an area less densely populated. From the 
data submitted, it appears that the proposed facilities are not intended or de- 
signed to increase the delivery capacity to this community. Items (8) through 
(14) of the “B” facilities involve either river under-crossing replacements or 
bridge extensions. According to the record, these facilities are, without excep- 
tion, replacements of facilities which have become unserviceable and involve, in 
each instance, the replacement of pipe of the same diameter as the segment of 
pipe removed; consequently, these facilities would in no way affect Northern’s 
system capacity. 

The estimated overall capital cost of the proposed “A” and “B” facilities is 
$11,692,500, of which estimate $11,106,400 relates to the “A” facilities and $586,- 
100 relates to the “B” facilities. These facilities have been financed incident 
to Northern’s financing of the overall G—1618 project. 

Upon consideration of the amended application herein, the matters of which 
official notice has been taken, and the entire record herein, the Commission fur- 
ther finds: 

(1) Northern Natural Gas Co. (Northern), a Delaware corporation having 
its principal place of business at Omaha, Nebr., owns and operates a natural-gas 
transmission pipeline system located in the States of Texas, Oklahoma, Kansas, 
Nebraska, Iowa, Minnesota, and South Dakota, and by such operations Northern 
is engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdiction of the Com- 
mission, and is, therefore, a “natural-gas company” within the meaning of the 
Natural Gas Act as heretofore found by the Commission in its order of April 6, 
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1943, In the Matter of Northern Natural Gas Co., docket No. G-280, 3 F. P. C. 967, 
and its order of January 18, 1950, In the Matter of Northern Natural Gas Co., 
docket No. G—-1183. 

(2) The facilities hereinbefore referred to and described as the “A” facilities 
are being, or are proposed to be, used in the transportation and sale of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, as in- 
tegral parts of Northern’s natural-gas pipeline system as authorized to be en- 
larged and extended pursuant to the certificate of public convenience and neces- 
sity heretofore issued In the Matter of Northern Natural Gas Co., docket No. 
G-1618, and the construction and operation of such “A” facilities not hereto- 
fore constructed, and the continued operation of such “A” facilities heretofore 
constructed, are subject to the requirements of subsections (c) and (e) of section 
7 of the Natural Gas Act. 

(3) The facilities hereinbefore referred to and described as the “B” facilities, 
for the reasons hereinbefore stated, are exempt from the necessity of certificate 
authorization by reason of the provisions of section 2.55 of the Commission's 
general rules and regulations (18 C. F. R. 2.55). 

(4) Northern is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(5) Northern having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) of 
the Commission’s rules of practice and procedure (18 C. F. R. 1.32 (b)) having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

(6) The proposed construction and operation of the facilities by Northern 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered. 

The Commission orders: 

(A) A certificate of pubiic convenience and necessity be and the same is 
hereby issued to Northern Natural Gas Co., authorizing it to construct and 
operate those facilities hereinbefore referred to and described as the “A” facili- 
ties to the extent the same have not heretofore been constructed, and authoriz- 
ing it to continue the operation of the other “A” facilities heretofore con- 
structed and placed in operation, all as more fully described in the amended 
application and record herein, upon the terms and conditions of this order. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate issued hereby shall be void and without force or effect unless 
it shall be accepted by Northern in writing within 30 days of the date of issuance 
of this order: Provided, however, That such acceptance may be filed within 30 
days from the date on which any application for rehearing filed herein may be 
deemed to have been denied, or within 30 days after final disposition of the 
judicial review of any petition for review that may be filed herein. 

(C) The following conditions be and the same hereby are attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be commenced at such time, 
and such construction shall be so completed as will permit all such facilities 
being placed in operation by October 27, 1953. 

(2) Northern shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following: 


(i) Within 10 days after the bona fide beginning of construction, notice of 
date of such beginning ; 
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(ii) Within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of 
the date of such placement and commencement; 

(iii) Within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement show- 
ing the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, con- 
tingencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimates of cost 
relied upon by Northern in the proceeding in which the certificate is issued. 

(D) This certificate is not transferable in any manner and shall be effective 
only so long as Northern continues the operations authorized by this order issuing 
such certificate and in accordance with the provisions of the Natural Gas Act, 
as well as any applicable rules, regulations, or orders of the Commission. 


Findings and order issuing a certificate of public convenience and necessity 
Associated Natural Gas Co. 
Docket No. G—2169 


July 30, 1953 


On May 8, 1953, Associated Natural Gas Co. (applicant) filed an application 
for a certificate of public convenience and necessity pursuant to section 7 of 
the Natural Gas Act, authorizing the construction and operation of approximately 
9 miles of 4-inch natural gas transmission pipeline extending southwesterly from 
a point of connection with the main transmission pipeline facilities of Texas 
Illinois Natural Gas Pipeline Co. (Texas Illinois) to the town border of the city 
of Jackson, Cape Girardeau County, Mo. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
July 27, 1953, respecting the matters involved and the issues presented by said 
application. No protest to the application has been received. 

Applicant proposes to utilize the proposed facilities to provide retail natural 
gas service to the city of Jackson, Mo., which is presently without gas service. 
Applicant proposes to purchase up to 700 M. c. f. of natural gas per day from 
Texas Illinois to enable it to render the service proposed. On June 5, 1952, Texas 
Tilinois was authorized by the Commission, in docket No. G—1875, to sell ap- 
Plicant up to a maximum of 700 M. c. f. of natural gas per day for distribution 
in Jackson, Mo., upon the condition that applicant obtain a certificate of public 
convenience and necessity to construct and operate the necessary lateral pipeline 
for such service. 

Applicant has received authorization from the Public Service Commission of 
Missouri for the proposed service, and has obtained a franchise from the city 
of Jackson for the distribution of natural gas, provided it receives the authority 
requested herein prior to July 30, 1953. 

The estimated total overall capital cost of the facilities which applicant 
proposes to construct in connection with the proposed service is $241,677, of which 
$91,397 represents transmission facilities, $7,340 represents metering and regu- 
lating facilities, and $142,940 represents distribution facilities. Applicant pro- 
poses to finance such cost from funds and materials on hand and from additional 
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funds to be supplied by Arkansas-Missouri Power Company, which owns all the 
common stock of applicant. 


The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
at Sikeston, Mo., owns and operates, among other facilities, a natural-gas trans- 
mission pipeline system located in the State of Missouri, by means of which it 
transports natural gas produced in Texas and Louisiana in interstate commerce 
for ultimate consumption in the State of Missouri, and by such operations appli- 
cant is engaged in the transportation of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, and is, therefore, a “natural-gas 
company” within the meaning of the Natural Gas Act as heretofore found by 
the Commission in its order issued on June 13, 1950, in docket No. G—1323, 
9 F. P. C. 829. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, and the construction and operation thereof by applicant are subject 
to the requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities by applicant are 
required by the public convenience and necessity, and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s rules of practice and procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant, Associated Natural Gas Co., to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application in this proceeding, for the transportation of natural gas as therein 
set forth, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued to applicant in paragraph (A) hereof: 

Said certificate shall be void and without force or effect unless it be accepted 
in writing by applicant within 30 days from the date of the issuance of this 
order: Provided, however, That such acceptance may be filed within 30 days 
from the date of issuance of any order upon an application for rehearing of this 
order, if any, or within 30 days from the date on which any such application may 
be deemed to have been denied when the Commission has not acted thereon: and 
Provided, further, That such acceptance may be filed within 30 days after final 
disposition of the judicial review of proceedings initiated by any petition for 
review of this order. 

(C) The following conditions be and the same hereby are attached to the 
exercise of the rights granted under the certificate issued in paragraph (A) 
hereof: 

(1) The construction of ali the facilities hereby authorized shall be com- 
pleted and actual performance of all the operations hereby authorized shall be 


undertaken and regularly performed by applicant within 90 days after the date 
of the issuance of this order. 
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(2) Applicant shall file with the Commission, in writing, and under oath, an 
original and 4 conformed copies of each of the following: 

(i) within 10 days after the bona fide beginning of construction, notice of the 
date of such beginning; 

(ii) within 10 days after the facilities hereby authorized have been con- 
structed and placed in operation, notice of the date of such placement; and 

(iii) within 6 months after the facilities hereby authorized have been con- 
structed and placed in operation, and authorized operations have commenced, a 
statement showing the actual cost of constructing said facilities by operating 
units, and showing separately the actual cost of labor, materials, rights-of-way, 
damages, surveys, engineering, inspection, overhead, interest during construc- 
tion, contingencies, and all other items of cost, together with a statement show- 
ing and explaining the cause for any difference between actual cost and esti- 
mates of cost relied upon by applicant in this proceeding. 

(D) The certificate issued to applicant in paragraph (A) of this order is not 
transferable in any manner and shall be effective only so long as applicant 
continues the operations authorized by this order in accordance with the provi- 


sions of the Natural Gas Act, as well as applicable rules, regulations, and orders 
of the Commission. 


Findings and order issuing a certificate of public convenience and necessity 


The East Ohio Gas Co. 
Docket No. G—2177 
July 30, 1953 


On May 25, 1953, The East Ohio Gas Co. (applicant) filed an application for a 
certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act, authorizing the construction and operation of natural gas 
facilities, subject to the jurisdiction of the Commission, consisting of approxi- 
mately 3 miles of 20-inch O. D. transmission pipeline commencing at applicant’s 
Snyder Farm station in Franklin Township, Summit County, Ohio, and extending 
in an easterly direction to a point of connection with applicant’s existing trunk 
pipelines Nos. 2 and 3 in Green Township, Summit County, Ohio. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on July 
23, 1953, respecting the issues presented by and the matters involved in the ap- 
plication. No protests to the application have been received. 

Applicant proposes by means of the facilities described above to increase the 
deliverability from applicant’s existing Stark-Summit storage pools by approxi- 
mately 75,000 M. c. f. daily. 

The record shows that applicant’s peak-day requirements have increased from 
386,192 M. c. f. on December 16, 1945, to an estimated 1,303,000 M. c. f. on a zero 
day in January, 1954, and in order that the requirements of ull consumers may 
be met during the winter heating season applicant must obtain larger volumes of 
natural gas from its own storage pools. In this connection, applicant shows that 
it is presently withdrawing gas from its Stark-Summit storage pool No. 1, in 
operation for storage purposes since August 1, 1941, by means of a 10-inch 
branch line known as its McKee Farm branch line. The natural gas entering 
this line at the Snyder Farm station is transported to applicant’s existing McKee 
Farm station where it enters the main transmission pipeline system. With a 
pressure of 200 pounds per square inch absolute at McKee Farm station on the 
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main transmission line, the capacity of the 10-inch McKee Farm branch line is 
25,000 M. c. f. per day. The estimated deliverability capacity of Stark-Summit 
storage pool No. 1 during the coming 1953-54 winter season will be approximately 
100,000 M. c. f. and the facilities proposed herein will provide the additional ca- 
pacity 75,000 M. c. f. to transport natural gas from the storage pools into 
applicant’s system. 

The estimated overall capital cost of the proposed facilities is $171,000, which 
will be financed from available cash on hand. 

The Commission finds: 

(1) The East Ohio Gas Co., an Ohio corporation having its principal place of 
business at Cleveland, Ohio, owns and operates, among other facilities, natural- 
gas transmission pipeline facilities located in the State of Ohio, and by such 
operations is engaged in the transportation of natural gas in interstate com- 
merce, subject to the jurisdiction of the Commission, and is, therefore, a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of January 18, 1944, in docket No. G-266, 4 F. P. C. 
497, and in its order of June 25, 1946, in docket Nos. G-115, G-399, G-—400 and 
G—401, 5 F. P. C. 596. 

(2) The facilities proposed to be used for the operations hereinbefore described 
are to be used for the transportation of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, as integral parts of the existing pipeline 
systems of applicant, and the operations proposed by applicant are subject to the 
requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and conform to the provisions of the Natural Gas Act, and the 
requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s Rules of Practice and Procedure (18 C. F. R. 1.32 (b)) having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(5) The proposed construction and operation of the proposed facilities by 
applicant are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of publie convenience and necessity be and the same is 
hereby issued to The East Ohio Gas Co. authorizing it to construct and operate 
the facilities hereinbefore described as more fully described in the application. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by applicant within 30 days from the issue date of the order issuing such 
certificate : Provided, however, That if an application for rehearing of such order 
is filed in accordance with section 19 of the Natural Gas Act, such acceptance 
shall be filed within 30 days from the issue date of the order of the Commission 
upon the application for rehearing or within 30 days from the date on which 
such application may be deemed to have been denied when the Commission has 
not acted on such application within 30 days after it has been filed: Provided, 
further, That if a petition for review is filed in accordance with the provisions of 
section 19 of the Natural Gas Act such acceptance shall be filed within 30 days 
after final disposition of the judicial review proceedings thus initiated. 

(C) The following conditions be and the same are hereby attached to the exer- 
cise of the rights granted by the certificate issued in paragraph (A) hereof: 
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(1) The construction hereby authorized shall be commenced within 90 days 
after the issuance of this order and shall be completed and actual operations 
thereunder commenced by applicant not later than 6 months subsequent to be- 
ginning of construction. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following: 

(i) Within 10 days after bona fide beginning of construction, notice of date 
of such beginning; 

(ii) Within 3 months after date of issuance of this order, a progress report 
showing the exact status of authorized construction ; 

(iii) Within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of the 
date of such placement and commencement ; 

(iv) Within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement show- 
ing the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, con- 
struction, contingencies, and all other items of cost, together with a statement 
showing and explaining the cause for any difference between actual cost and 
estimate of costs relied upon herein by applicant. 

(D) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations hereby authorized and in ac- 
cordance with the provisions of the Natural Gas Act, as well as any applicable 
rules, regulations, or orders of the Commission. 


Order amending order issuing certificate of public convenience and necessity 


Texas Eastern Transmission Corp. and Transcontinental Gas Pipe Line Corp. 


Docket No. G—1792 
July 31, 1953 


On June 16, 1953, Texas Eastern Transmission Corp. (Texas Eastern) and 
Transcontinental Gas Pipe Line Corp. (Transcontinental) filed a joint petition 
to amend the certificate of public convenience and necessity issued to Transcon- 
tinental and Texas Eastern on February 5, 1952, in docket No. G—1792, by 
specifying the existing interconnection between Transcontinental’s Marcus-Hook 
lateral and Texas Eastern’s South 20-inch lateral! as an additional delivery 
point for the emergency exchange of gas and by deleting the following language 


from ordering paragraph (A) of Commission order issued February 5, 1952, in 
docket No. G-1792, 11 F. P. C. 781: 


Provided, further, that when an emergency delivery of natural gas is made 
under the exchange agreement by one applicant to any of the above-named 
customers for the account of the other applicant, as soon as it is feasible 
following any such emergency delivery, the applicant which receives such 
delivery will tender a like quantity of natural gas to the other at or through 
the same point of interconnection, or to the same customer who received 
the emergency delivery, unless otherwise ordered by the Commission. 


2 Such interconnection was authorized in docket No. G-1955. 
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Transcontinental and Texas Eastern have entered into a revised letter agree- 
ment dated May 13, 1953, for the exchange of gas pursuant thereto. It appears 
that the primary purpose of the revised agreement is to enable Texas HBastern 
and Transcontinental to utilize the facilities and interconnection authorized in 
docket No. G—1955 for the exchange of gas between the companies during tem- 
porary periods of emergency on the system of either. 

The petition to amend recites that: 


It is contemplated, under the revised letter agreement * * * that after 
an emergency delivery by one party to the other, at the point of intercon- 
nection at Newton County, Tex., the redelivery shall be made at that point, 
and that any emergency deliveries which are initially made at the inter- 
connection between Transcontinental’s Marcus-Hook lateral and Texas 
Eastern’s South 20-inch lateral, or to one or more of said customer compa- 
nies (Philadelphia Electric Co., The United Gas Improvement Co., or the 
Public Service Electric & Gas Co.) shall be redelivered at such point of 
interconnection or to any of the aforementioned customer companies as 
may be mutually agreeable to Transcontinental and Texas Eastern (pro- 
vided, however, that the oral consent of the dispatcher of such customer 
shall first be obtained). 


The Commission finds: 

It is appropriate to carry out the provisions of the Natural Gas Act that the 
order, issued February 5, 1952, granting a certificate of public convenience and 
necessity, be amended as hereinafter ordered. 

The Commission orders: 

Paragraph (A) is hereby amended to read as follows: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Texas Eastern to construct and operate the facilities 
hereinbefore described, all as more fully described in the application herein- 
before mentioned, and authorizing Texas Eastern and Transcontinental to make 
the exchanges of natural gas for which certificate authorization is sought herein: 
Provided, however, That the total quantity of natural gas that may be delivered 
by both applicants under the exchange agreement, dated May 13, 1953, to any of 
the above-named customers on any one day, shall not exceed the total daily 
quantity of natural gas that both applicants have been authorized by the Com- 
mission to deliver to any such customer, unless otherwise ordered by the 
Commission: and Provided, further, That the existing interconnection between 
Transcontinental’s Marcus-Hook lateral and Texas Eastern’s South 20-inch lat- 
eral may be utilized as an additional delivery point for the emergency exchange 
of gas pursuant to the aforementioned agreement. 


Order further amending license (major) 
Portland General Blectric Co. 
Project No. 135 


August 5, 1953 


Application was filed March 3, 1953 by Portland General Blectric Co., licensee 
for major project No. 135, for further amendment of its ticense for the project 
located in Clackamus County, Oreg., and affecting lands of the United States 
within Mt. Hood National Forest. 
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The application seeks to authorize: (1) construction of a regulating reservoir 
or forebay known as Frog Lake formed by an earth-fill dike about 50 feet high 
creating about 400 acre-feet of pondage and located about 2%, miles up the 
conduit line from station P surge tank; (2) relocation of about 1,200 feet of 
existing nine-foot diameter pipeline; and (3) construction of an earth and rock- 
fill dam about 700 feet long and 100 feet high on Oak Grove Fork of Clackamas 
River in section 27, T. 5 S., R. 8 E., W. M., creating a reservoir at Timothy 
Meadows with about 60,000 aere-feet of usable storage and with an area of about 
1,340 acres. The power and energy resulting from the proposed improvements 
will be used in the licensee’s system which is part of the Northwest Power Pool. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over Mt. Hood National Forest, the Assistant Secretary of the 
Interior, the Oregon State Game Commission, and the Public Utilities Commission 
of Oregon have reported on the application. 

By letters dated March 20, 1953 and May 18, 1953, respectively, the Commission 
advised the licensee that pre-amendment commencement of construction on the 
Frog Lake Reservoir and on Timothy Meadows Reservoir, subject to the require- 
ments of the agency having supervision over the lands involved, would not 
prejudice consideration by the Commission of its application for further amend- 
ment of the license. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not alter any 
of the basic facts upon which the license was issued. 

(2) The effect of the further amendment of license on the amount of annual 
charges provided for in the license for the occupancy by the project of lands of 
the United States shall be determined at a later date upon the filing of exhibit K 
maps conforming with the Commission’s rules and regulations as hereinafter 
provided. 

(3) The following described maps, plans, specifications, and statements filed 
as part of the application for amendment conform to the Commission’s rules and 
regulations and should be approved as part of the license for the project: 

Evrhibit J—(F. P. C. No. 135-80) entitled “General map Frog Lake and 
Timothy Meadows additions” signed Portland General Electric Co. by Walde- 
man Seton, vice president, on February 26, 1953. 

Evrhibit L-1-A.—(F. P. C. No. 135-84) entitled “General plan and sections 
Frog Lake reservoir” signed Portland General Electric Co. by Waldeman Seton, 
vice president, on February 26, 1953. 

Evhibdit L-1-B.—(F. P. C. No. 135-85) entitled “General plan and sections 
Timothy Meadows dam” signed Portland General Electric Co. by Waldeman 
Seton, vice president, on February 26, 1953. 

Erhibit M@—Statement in 1 sheet entitled “General description and specifica- 
tion of equipment” signed Portland General Electric Co. by Waldeman Seton, 
vice president, on February 26, 1953. 

The Commission orders: 

(A) The above-specified exhibits filed as part of the application for amendment 
are hereby approved as part of the license for project No. 135. 

(B) The license issued to Portland General Electric Co. for project No. 135, 
as amended, be and it is hereby further amended, effective as of June 1, 1953, 
said amendment being: 

PARAGRAPH I. Article 1A of the license is hereby further amended to read: 

Article 1A. The project covered by and subject to this license is located prin- 
cipally upon lands of the United States within the Mt. Hood National Forest and 
consists of : 





1122 FEDERAL POWER COMMISSION 


(a) All lands constituting the project area and inclosed, or the location of 
which is shown, by the project boundary, and/or interests in such lands neces- 
sary or useful for the purposes of the project, whether such lands or interests 
therein are owned or held by the Licensee or by the United States; such project 
area and project boundary being more fully shown and described by certain 
exhibits which accompanied said applications for license and amendments there- 
of and which are designated and described as follows: 

Exhibit A (revised)—Designated sheet 1 entitled “General vicinity map,” 
and signed by Franklin T. Griffith, president, as received by the Federal Power 
Commission on October 15, 1923. 

Erhibit E (revised) .—In 6 sheets designated sheet No. 8, sheet No. 9, sheet No. 
10, sheet No. 11, sheet No. 12, sheet No. 13 (as modified by exhibit K-5, F. P. C. 
135-76, signed by O. B. Coldwell, May 1, 1935), each entitled “Map of located con- 
duit line,” and signed by O. B. Coldwell, vice president, as received in the office 
of the Federal Power Commission on October 12, 1926, and that sheets 8 and 9 
F. P. C. 135-26 and 135-27, of exhibit E (revised) are revised and reapproved 
March 8, 1936. 

Evhibit E-1.—Designated sheet 14 entitled “Map of flow area at intake,” and 
signed by O. B. Coldwell, vice president, as received by the Federal Power Com- 
mission on October 12, 1926. 

Erhibit J—Designated sheet No. 22 entitled “Map of primary transmission 
system,” signed by O. B. Coldwell, vice president, as received by the Federal 
Power Commission on August 21, 1922. 

Erhibit J—Entitled “General vicinity maps, Oak Grove project, Big Bottom 
diversion,” and signed by O. B. Coldwell, vice president, as received by the Fed- 
eral Power Commission on May 12, 1926. 

Evhibdit J (F. P. C. No. 185-80) .—Entitled “General map, Frog Lake & Timothy 
Meadows additions,” signed Portland General Electric Co. by Waldeman Seton, 
vice president, on February 26, 1953. 

Evhibit K (revised).—Sheet No. 23, sheet No. 23a, each entitled “Transmission 
line and railway,” and signed by O. B. Coldwell, vice president, as received by the 
Federal Power Commission on October 12, 1926; sheet No. 23b, sheet No. 23c, 
sheet No. 23d, sheet No. 23e, each entitled “Transmission line and railroad,” and 
signed by O. B. Coldwell, vice president, as received by the Federal Power Com- 
mission on October 12, 1926. 

Exhibit K-1.—Entitled “Contours Big Bottom diversion area,” and signed by 
O. B. Coldwell, vice president, as received by the Federal Power Commission on 
May 12, 1926. 

Evrhibit K-2.—Entitled “Plan & Profile of diversion conduit & sections of tunnel 
& flume,” and designated as K-1. 

(b) All water rights necessary or useful for the purpose of this project, 
reference to which is made in certain exhibits which accompanied said applica- 
tion for license and/or said application to amend said license dated April 15, 1926, 
and which are designated and described as follows: 

Evrhibit Q.—Entitled “Evidence of proceeding to perfect water rights, Oak 
Grove project, Portland Railway Light & Power Co., Clackamas County, Oreg.,” 
signed by O. B. Coldwell, second vice president, as received with the license ap- 
plication dated April 27, 1921. 

Ecrhibit E—Entitled “Statement of water rights, Big Bottom diversion, Port- 
land Electric Power Co., Clackamas County, Oreg.,” signed by O. B. Coldwell, 
as received with amendment application dated April 15, 1926. 

Ecrhibit T.—Entitled “Certified copy of notice of appropriation waters, Oak 
Grove Fork, Oak Grove project, Portland Railway Light & Power Co., Clackamas 
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County, Oreg.,” signed by O. B. Coldwell, second vice president, as received with 
the license application dated April 27, 1921. 

(c) All project works consisting of: 

(i) An earth and rock-fill dam about 700 feet long and 100 feet high to be con- 
structed on Oak Grove Fork of Clackamas River in section 27, T.5 S., R. 8 E., 
W. M., creating a reservoir at Timothy Meadows with about 60,000 acre-feet of 
usable storage and with an area of about 1,340 acres; 

(ii) A regulating reservoir or forebay known as Frog Lake formed by an 
earth-fill dike about 50 feet high creating about 400 acre-feet of pondage to be 
located approximately 214 miles up the conduit line from station P surge tank; 

(iii) An existing concrete diversion dam on the Oak Grove Fork of the Clack- 
amas River; a steel pipeline 9 feet in diameter and about 6% miles long; a surge 
tank; penstocks leading to the Oak Grove powerhouse (station P) on the Clack- 
amas River, having installed capacity of about 51,000 kilowatts, operating under 
a gross head of about 925 feet; a step-up substation; a transmission line from 
the powerhouse to a connection with licensee’s transmission system near Caza- 
dero; and 

(iv) A railroad from Oak Grove Creek diversion to the present terminus of 
the common carrier road near Cazadero hereinafter called the “Project rail- 
road,” excepting therefrom that portion of said project railroad from survey 
station 3257+30 to 3416+10.3 which has been converted into a project truck 
road. 


the location, nature, and character of which project works are more fully shown 
and described by certain exhibits which accompanied said applications for license 
and amendments thereof and which are designated and described as follows: 
Erhibit F (revised).—Sheet No. 15, sheet No. 16, sheet No. 17, sheet No. 18, 
sheet No. 19, each entitled “Profile of located conduit line,” and signed by O. B. 


Coldwell, vice president, on October 12, 1926. Sheet No. 19a entitled “Profile 
of conduit line at surge tank connecting tunnels and penstocks line,” and signed 
by O. B. Coldwell, vice president, as received by the Federal Power Commission 
on October 12, 1926. Sheet No. 19b entitled “Flow line, general profile and de- 
sign data,” and signed by O. B. Coldwell, vice president, as received by the Fed- 
eral Power Commission on October 12, 1926. 

Exhibit H (revised).—Designated sheet 20 entitled “Plan and Section of Di- 
version dam at intake,” and signed by Franklin T. Griffith, president, as received 
by the Federal Power Commission on October 15, 1923. 

Exhibit H-1 (revised).—Designated sheet 20a entitled “Details of surge tank 
and connecting tunnels,” and signed by Franklin T. Griffith, president, as received 
by the Federal Power Commission on October 15, 1923. 

Erhibit H-2.—Sheet 20b entitled “Plan and sections of power house,” and 
signed by Franklin T. Griffith, president, as received by the Federal Power Com- 
mission on October 15, 1923. Sheet 20c entitled “Plan and Section of Substa- 
tion,” and signed by Franklin T. Griffith, president, as received by the Federal 
Power Commission on October 15, 1923. 

Evhibit H-3.—Designated sheet 21a entitled “Plan and profile of tunnels Nos. 1 
and 2,” and signed by Franklin T. Griffith, as received by the Federal Power 
Commission on October 15, 1923. 

Exhibit H-4.—Designated sheet 21b entitled “Profile of penstock No. 1,” and 
signed by Franklin T. Griffith, president, as received by the Federal Power Com- 
mission on October 15, 1923. 

Erhibit H-5.—Designated sheet 21 entitled “Plan of penstocks,” and signed by 
Franklin T. Griffith, president, as received by the Federal Power Commission, 
on October 15, 1923. 
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Erhibit K-3.—Entitled “Oak Grove fork diversion pond area, showing location 
cf north end of Big Bottom diversion tunnel,” and signed by O. B. Coldwell, vice 
president, as received by the Federal Power Commission on May 12, 1926. 

Exhibit K-4.—Entitled “Map showing location of proposed penstock No. 2, and 
contours,” and received by the Federal Power Commission on May 12, 1926 (as 
modified by Exhibit K-65, F. P. C. 135-76). 

Echibit K-5 (¥. P. C. 135-76)—Entitled “Operators’ village and power house,” 
signed by O. B. Coldwell and received by the Federal Power Commission on May 
15, 1935. 

Echibit L-1 (revised) (F. P. C. 185-77)—Entitled “Plan and sections of unit 
No. 2, to power house,” signed by O. B. Coldwell, vice president, and received 
by the Federal Power Commission on May 15, 1935. 

Evhibit L-2 (revised) (F. P. C. 135-78)—Entitled “General layout of build- 
ings and structures, unit No. 2,” signed by O. B. Coldwell, vice president, and 
received by the Federal Power Commission on May 15, 1933. 

Evhibit L-8 (revised) (F. P. C. 1385-79)—Entitled “Plan and profile of penstock 
No. 2,” signed by O. B. Coldwell, vice president, and received by the Federal Power 
Commission on May 15, 1935. 

Erhibit L-1-A (F. P. C. No. 135-84) —Entitled “General plan and sections, Frog 
Lake Reservoir,” signed Portland General Electric Co. by Waldeman Seton, vice 
president, on February 26, 1953. 

Erhibit L-1-B (F. P. C. No. 135-85)—Entitled “General plan and sections, 
Timothy Meadows Dam,” signed Portland General Electric Co. by Waldeman 
Seton, vice president, on February 26, 1953. 

Evrhibit M.—Statement in one sheet entitled “General description and speci- 
fications of equipment,” signed Portland General Electric Co. by Waldeman 
Seton, vice president, on February 26, 1953. 

Echibit M (revised).—Signed by O. B. Coldwell, vice president, and received 
by the Federal Power Commission on May 16, 1935. 

Evrhibdit W.—Entitled “Statement of estimates and data,” in 9 typewritten 
sheets, signed by O. B. Coldwell, vice president, and filed with amendment 
application dated September 25, 1923. 

(d) All other structures, fixtures, equipment, or facilities used or useful in the 
maintenance and operation of the project, whether owned by the licensee or by the 
United States, and located upon the project area, including such portable property 
as may be used and useful in connection with the project or any part thereof, 
whether located on or off the project area, if and to the extent that the inclusion 
of such property as a part of the project works is approved or acquiesced in by 
the Commission; also all other rights, easements or interests, including said 
riparian rights, the ownership, use, occupancy or possession of which is neces- 
sary or appropriate in the maintenance and operation of the project or ap 
purtenant to the project area. 

Par. II. Article 2 of the license is hereby further amended to read: 

Article 2. (a) The licensee shall begin construction of said project works on 
or before December 31, 1923, shall thereafter in good faith and with due diligence 
prosecute such construction, and shall complete the same on or before December 
31, 1925, except for the Big Bottom diversion, Big Bottom conduit, penstock No. 2, 
and power house unit No. 2, construction of which shall begin on or before May 7, 
1931, and be completed as follows: Penstock No. 2 and power house unit No. 2 on 
or before May 7, 1934, and Big Bottom diversion and Big Bottom conduit at such 
time as the Commission shall hereafter direct by its order, upon its own motion 
after reasonable notice to licensee, or upon application by licensee, so as to supply 
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adequately the reasonable market demands; subject to the condition that the 
licensee shall not install additional electric generating facilities or enter into any 
contract or contracts for the purchase or acquisition by interchange of additional 
electric energy or capacity subsequent to May 15, 1937, without having pre- 
viously either completed said Big Bottom diversion in accordance with the ap- 
proved plans therefor, or secured approval from the Commission of such proposed 
installation or contract or contracts for the purchase or interchange of addi- 
tional electric energy or capacity; such approval, and the conditions thereof, to 
be controlled by the Commission’s finding as to the necessity for the completion 
of said Big Bottom diversion to supply adequately the reasonable market demands 
under the conditions which shall then prevail. 

(b) The licensee shall commence construction of Frog Lake Reservoir and 
Timothy Meadows Reservoir on or before July 1, 1953, and shall complete Frog 
Lake Reservoir on or before October 1, 1953, and shall complete Timothy Meadows 
Reservoir on or before March 1, 1955. 

(ec) The licensee shall commence relocation of portion of existing pipeline on 
or before June 1, 1953 and complete relocation on or before October 1, 1953. 

Par. III. The license is hereby further amended to include the following 
new articles: 

Article 24. Licensee shall file with the Commission within one year from the 
date of acceptance of the amendment of license, revised exhibit K maps in ac- 
cordance with the Commission’s rules and regulations. 

Article 25. Licensee shall provide a minimum flow of 10 cubic feet per second 
at all times immediately below Timothy Meadows Dam. 

Article 26. Licensee shall, insofar as it may be done consistently with the 
primary purpose of the project, regulate the volume of releases from Timothy 
Meadows Reservoir to confine water depth fluctuations immediately below the 
dam to less than 4 inches per hour. 

Article 27. Licensee shall construct the outlet works of Timothy Meadows 
Dam so as to permit release of cool subsurface water during the summer months, 
and shall be constructed in such a manner that fish screens can be installed as 
may be hereafter prescribed by the Commission upon the recommendation of 
the Oregon State Game Commission and the Secretary of the Interior. 

Article 28. Licensee shall, insofar as practicable, keep to a minimum the 
introduction of silt into the Oak Grove Fork during construction of the project. 

Article 29. Licensee shall permit the public such free use of the project area 
as may be reasonable for the purposes of fishing or other recreational uses, except 
such portions as may be reserved by the licensee for reasons of safety, efficient 
operation, or protection of property. 

Article 30. Licensee shall notify the University of Oregon, Department of 
Anthropology, of the proposed construction of the Timothy Meadows Reservoir 
and of the extent of its reservoir area so that university may negotiate with 
licensee for the purpose of undertaking an archeological survey, if considered 
desirable, prior to flooding the reservoir area. 

Article 31. The Commission reserves the right to determine at a later date the 
increased amount of annual charges under the license by virtue of the additional 
Government lands included in the license under the amendment. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shali be filed as provided by section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of this license amendment. In acknowledgment of the acceptance of 
this license amendment, it shall be signed for the licensee and returned to the 
Commission within 60 days from the date of issuance of this order. 
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Order approving revised project exhibits 
Oakdale Irrigation District and South San Joaquin Irrigation District 
Project No. 2005 
August 5, 1953 


On February 10, 1953, Oakdale Irrigation District and South San Joaquin 
Irrigation District, licensees for major project No. 2005, filed revised exhibits 
K, L and M for Commission approval as parts of their license for the project. 

The Commission finds: 

The revised exhibits, except for an error in revised exhibit M in stating the 
design head of the Donnells development of project No. 2005, conform to the 
Commission’s rules and regulations, and should be approved as part of the license 
for the project, and those exhibits which are now part of the license, but which 
the new revised exhibits supersede, should be eliminated from the license, as 
hereinafter provided. 

The Commission orders: 

Exhibits K-9 and K-10 (F. P. C. Nos. 2005-26 and -27) ; exhibit L-16 through 
L-26 (F. P. C. Nos. 2005-28 through -38) ; and exhibit M filed February 10, 1953, 
except for the design head of the Donnells development, are hereby approved as 
part of the license for project No. 2005, and exhibits K-1 and K-2 (F. P. C. Nos. 
2005-2 and -3); exhibits L-1 through L-8, and L-11 through L-15 (F. P. C. 
Nos. 2005-6 through -13, and —2%1 through 25), and exhibit M filed August 16, 
1948, and May 22, 1950, are hereby eliminated from the license for project 
No. 2005. 


Order terminating license (minor) 
Badley Investment Co. 
Project No. 2027 
August 5, 1953 


On June 7, 1951 the Commission issued a license to Badley Investment Co., of 
Portland, Oreg., for a period of 10 years for proposed minor project No. 2027, 
to be located on Trapper Creek in Klamath County, Oreg., and affecting lands 
of the United States within the Deschutes National Forest. 

Article 15 of the license provided for commencement of construction of the 
project within 6 months of the date of the issuance of the license. 

On July 30, 1951, the company filed an incomplete application for Commission 
approval of transfer of the license to Charles C. North. However, by letter 
dated October 2, 1951, counsel for Mr. North informed the Commission that 
construction of the project had not commenced and that Mr. North had not been 
able to determine for himself the feasibility of the project. This was followed 
by further letter from counsel, dated May 7, 1952, informing the Commission that 
Mr. North had no immediate intention of developing the project, and that to 
proceed with transfer of the license would be useless. In the circumstances the 
Commission dismissed the incomplete application for transfer by order dated 
September 30, 1952. 

Annual charges under the license for project No. 2027 have been paid through 
December 31, 1951. 
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The Commission finds: 


Termination of the license for project No. 2027 is appropriate as hereinafter 
provided. 


The Commission orders: 


The license for minor project No. 2027 is hereby terminated, effective as of 
December 31, 1951. 


Order approving exhibit 
City & County of Denver 
Project No. 2035 
August 5, 1953 


On June 1, 1953, city & county of Denver, licensee for major project No. 2035, 
filed for Commission approval and inclusion in the license for the project the 
following exhibit showing the elimination of the training walls on the down- 
stream face of the dam and the shifting upstream of the spillway section: 

Ecvhibit L (F. P. C. No. 2035-19)—Entitled “Proposed upstream shifting of 
spillway section.” 

The above-described exhibit supersedes exhibit L, sheets 3 and 5 (F. P. C. Nos. 
2035-10 and -12), now part of the license for the project, insofar as it shows 
the elimination of the training walls and the shifting of the spillway section. 

The proposed modification will effect no change in the occupancy of lands of 
the United States. 


In response to the licensee’s letter dated April 1, 1953, the Commission on 


April 3, 1953, advised the licensee that there were no objections to the proposed 
shifting of the spillway section. 


The Commission finds: 


(1) The above-described exhibit conforms to the Commission’s rules and 
regulations and should be approved as part of the license for the project. 

(2) Appropriate notations should be made on exhibit L, sheets 3 and 5 
(F. P. C. Nos. 2035-10 and —12), to indicate the elimination of the training walls 
and the shifting of the spillway section. 

The Commission orders: 

(A) Exhibit L (F. P. C. No. 2035-19) is approved as part of the license for 
project No. 2035. 

(B) Appropriate notations be made on exhibit L, sheets 3 and 5 (F. P. C. Nos. 
2035-10 and —12), as specified in finding (2) above, and as so revised is approved 
as part of the license for project No. 2035. 


Order further amending license (major) 
Grand River Dam Authority 
Project No. 1494 
August 6, 1593 


Application was filed February 4, 1953 by Grand River Dam Authority, licensee 
for major project No. 1494, for further amendment of its license for the project: 
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(1) to exclude therefrom (a) Markham Ferry-Okay transmission line, being a 
part of line 301, (b) Okay—Riverbank transmission line, line 301—A, (c) Markham 
Ferry—Dawson transmission line, line 307, (d) Dawson substation, No. 302, and 
(e) Riverbank substation, No. 204; and (2) to include in the license (a) the 
sixth generating unit at the Pensacola hydro plant consisting of a 20,000-horse- 
power turbine connected to a 16,000 kiiovolt-amperes generator which are identi- 
cal to the other 5 units already installed, (b) Miami switching station, No. 206, 
and (c) the operator’s village with about 20 acres of land located near the 
powerhouse in E44 NEYND4, section 22, T. 23 N., R. 21 E., in Mayes County, 
Okla., as shown on exhibit K, sheet 41 (F. P. C. No. 1494-146). 

The effect of the further amendment of the license would be: deletion or 
revision of certain exhibit J, K and L drawings pertaining to the transmission 
facilities; revision of the description of the project works in article 2 of the 
license (which article should reflect also all pertinent project changes to date) ; 
and deletion from the license of the annual charge provision in article 23 thereof 
for the use of lands of the United States, since the only Government lands 
affected by the project were those occupied by the transmission lines to he 
excluded from the license by the amendment. 

The Corps of Engineers, Department of the Army, and the Farm Security 
Administration, Department of Agriculture, under whose administrative juris- 
diction were lands occupied by a portion of a transmission line, have reported 
on the application. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not alter any 
of the basic facts upon which the license was issued. 

(2) The transmission facilities referred to by name in items (1) (a) through 
(1) (e) above are not now primary parts of a “project” as defined in section 
3 (11) of the Federal Power Act, and are not, therefore, subject to the licensing 
authority of the Commission, and should be excluded from the license for the 
project ; while the facilities referred to as items (2) (a), (2) (b), and (2) (c) 
above are parts of a project and should be included in the license for the project. 

(3) Exhibit K, sheet 41 (F. P. C. No. 1494-146), revised to show the new 
project boundary as including the operator's village; and exhibit L (F. P. C. No. 
1494-109 to -112 and -115) revised to show the installation of the sixth generat- 
ing unit, conform to the Commission’s rules and regulations, and as revised should 
be reapproved as parts of the license for the project. Revision of these exhibits 
was made in the Commission with the permission of the licensee. 

(4) Exhibit J (F. P. C. No. 1494-96) ; exhibit K, sheets 1 through 16, 23, 24, 
28, 29A, 30 and 31 (F. P. C. Nos. 1494-4 through -19, —84, -85, -91, -95, -97, and 
—98), and exhibit M, sheets 6, 8, 11, 14, 16, and 17, which show the transmission 
facilities to be eliminated from the license should be excluded from the license. 

The Commission orders: 

(A) The revised exhibits designated in finding (3) above are hereby reap- 
proved and made parts of the license, and the exhibits designated in finding (4) 
above are hereby eliminated from the license. 

(B) The license for project No. 1494 is hereby further amended, effective as 
of January 1, 1953; said amendment being: 

PARAGRAPH I. Article 2 of the license is amended to read as follows: 

Article 2. The project covered by and subject to this license, known as the 
Pensacola project, is located in Craig, Delaware, Mayes, Ottawa, Rogers, and 
Tulsa Counties, Okla., and McDonald County, Mo., and consists of: 

(a) All lands constituting the project area and inclosed by the project bound- 
ary or the limits of which are otherwise defined, and/or interest in such lands 





ORDERS 1129 


necessary or appropriate for the purposes of the project, whether such lands or 
interest therein are owned or held by the licensee or by the United States, such 
project area and project boundary being more specifically shown and described by 
certain exhibits which formed part of the application for license or for amend- 
ment thereof and which are designated and described as follows: 

Exhibit J (F. P. C. No. 1494-3)—Location map: Sheet 4 (F. P. C. No. 1494— 
144), Transmission line system ; 

Exhibit K—Sheet 21 (F. P. C. No. 1494-82), line Nos. 300 and 305, Pensacola to 
Vinita ; sheet 22 (F. P. C. No. 1494-83), part of line No. 301, Pensacola to Markham 
Ferry ; sheets 25 to 27, inclusive (F. P. C. Nos. 1494-86 to —-88, inclusive), line No. 
302, Pensacola to Collinsville, via Chelsea and Claremore; sheet 29 (F. P. C. No. 
1494-93), line No. 304, Collinsville to Dawson; sheets 32 and 33 (F. P. C. Nos. 
1494-99 and -100), line No. 306, Pensacola to Markham Ferry; sheets 34 and 35 
(F. P. C. Nos. 1494-101 and -102), line No. 305, Pensacola to Miami; sheet 36 
(F. P. C. No. 1494-103), line No. 302A, Chelsea to Consumer Cooperative, and line 
No. 302B, Claremore tap; sheet 37 (F. P. C. No. 1494-104), line No. 303, Pensa- 
cola to Tia Juana ; sheets 38 and 39 (F. P. C. Nos. 1494-105 and -—106), substation 
Nos. 100, 101, 202 and 302; and sheets 40 to 60, inclusive (F. P. C. Nos. 1494-145 
to -165, inclusive), detailed project boundary including vols. I to XX, inclusive, 
individual tract maps. Project boundary map, sheet 41 (F. P. C. No. 1494-146) 
revised to include operator’s village in accordance with information filed Febru- 
ary 4, 1953. 

(b) All project works consisting of : 

(i) A dam approximately 147 feet in height and 5,595 feet long, located on 
Grand River about 5 miles northeasterly from Pensacola, Okla., consisting of 
a reinforced concrete, multiple arch, nonoverflow section 4,284 feet long; a con- 
crete gravity spillway section 861 feet iong with crest at elevation 730 and sur- 
mounted with 21 Tainter gates each 25 by 36 feet; and a concrete gravity, non- 
overflow section 451 feet long: 

(ii) An auxiliary spillway located about one mile east of the main dam, con- 
sisting of two separate concrete gravity sections with crest elevation at 730 and 
about 800 feet in total length, also surmounted by Tainter gates; 

(iii) A reservoir extending approximately 55 miles upstream from the dam, 
having a storage capacity of 1,680,000 acre-feet at elevation 745 feet above mean 
sea level, which is the maximum power pool level, and provision for flood con- 
trol storage to elevation 755, at which level the total storage capacity is about 
2,200,000 acre-feet, both elevations measured at the dam; 

(iv) A powerhouse located immediately below the dam containing the ultimate 
installation of 96,000 kilovolt-amperes in 6 units each comprised of a 20,000- 
horsepower turbine connected to a 16,000-kilovolt-ampere generator at .9 power 
factor with appurtenant electrical and mechanical equipment ; 

(v) Transmission and tap lines identified and described as follows: 


Line number Description 
. 66 kilovolt line from line 305 to Vinita 
110 kilovolt line from Pensacola Dam to 
Markham Ferry, only 
66 kilovolt line from Pensacola Dam to 
Collinsville 
. 66 kilovolt extension from Chelsea to 
Consumer Cooperative 
66 kilovolt extension from line 302 to 
city of Claremore 
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Line number Description 
13.8 kilovolt line from Pensacola Dam 
to Tia Juana 
66 kilovolt line from Collinsville to 
Dawson 
66 kilovolt line from Pensacola Dam to 
Miami 
110 kilovolt line from Pensacola Dam to 
Markham Ferry; 
(vi) Substations and switching structure identified and described as follows: 
Pensacola substation 
Markham Ferry substation and switch- 
ing station 
Disney substation 
Chelsea substation 
Collinsville substation 
Miami substation 
Tia Juana substation 


the location, nature, and character of which project works are more specifically 
shown and described by the exhibits hereinbefore cited and by certain other 
exhibits which also formed part of the application for license or amendments 
thereof and which are designated and described as follows: 

Erhibdit L.—Sheets 1, 2, 3, 10, 16, 20, 22, 27, 30 and 31 (F. P. C. Nos. 1494-40, 
—41, -42, -49, -55, -59, -61, -66, -69 and -70) showing dam, powerhouse and 
spillways; sheets 41, 44, 53 and 54 (F. P. C. Nos. 1494-89, -90, -107 and —108) 
showing 110 kilovolt, 66 kilovolt and 13.8 kilovolt transmission lines; sheets 55 
to 58, inclusive (F. P. C. Nos. 1494-109 to -112, inclusive) showing installation 
of the fifth unit and revised in accordance with information filed February 4, 
1953 to show the sixth unit installed; sheets 59 to 89, inclusive (F. P. C. Nos. 
1494-113 to -143, inclusive) showing construction details of dam, powerhouse, 
and spillways with sheet 61 (F. P. C. No. 1494-115) revised in accordance with 
information filed February 4, 1953 to show the sixth unit installed. 

Erhibit M—General description of dam, power plant, and mechanical and 
electrical equipment as follows: sheets 1 and 2 describing dam and power plant 
filed May 3, 1938; sheets 3, 4 and 5 describing transmission lines filed November 
25, 1940; sheet 7, describing transmission line filed July 22, 1941; sheets 9, 10, 
12, 13, and 15 describing substations filed May 28, 1942; and sheet 18 describing 
the fifth unit filed May 28, 1942. 

(c) All other structures, fixtures, equipment, or facilities used or useful in the 
maintenance and operation of the project, whether owned by the licensee or by 
the United States, and located upon the project area, including such portable 
property as may be used and useful in connection with the project or any part 
thereof, whether located on or off the project area, if and to the extent that the 
inclusion of such property as a part of the project works is approved or acquiesced 
in by the Commission; also all other rights, easements, or interests, including 
riparian rights, the ownership, use, occupancy, or possession of which is necessary 
or appropriate in the maintenance and operation of the project or appurtenant to 
the project area. 

(d) The authorized installed capacity of the project is 120,000 horsepower. 

PARAGRAPH Ir. Article 23 of the license is amended to read as follows: 

Article 23. Subject to the provisions of section 10 (e) of act and the rules and 
regulations of the Commission thereunder, the licensee shall pay to the United 
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States an annual charge for the purpose of reimbursing the United States 
for the costs of administration of part I of the act of 1 cent per horsepower 
on the installed capacity (120,000 horsepower) plus 2% cents per 1,000 kilowatt- 
hours of gross energy generated by the project during the calendar year for which 
the charge is made. 

(C) This order shall become final within 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by section 313 (d) of 
the Federal Power Act, and failure to file such an application shall constitute 
acceptance of the license amendment. In acknowledgment of the acceptance of 
this license amendment, it shall be signed for the licensee and returned to the 
Commission within 60 days from the date of issuance of this order. 


Order issuing new license (minor) 
John Ostrat 
Project No. 1871 
August 6, 1953 


Application was filed September 12, 1952, by John Ostrat, of San Francisco, 
Calif., for a new license under the Federal Power Act (hereinafter referred to as 
the act) for constructed minor project No. 1871, located on Frisby Creek, a tribu- 
tary of the South Fork of Trinity River, in Trinity County, Calif., and affecting 
lands of the United States in secs. 5 and 6, T. 28 N., R. 12 W., Mount Diablo 
meridian, California, within the Trinity National Forest. 

The project—the original license for which expired November 10, 1952— occu- 
pies about 1.4 acres of land of the United States and consists of: 

(a) All lands constituting the project area and enclosed by a project boundary 
or the limits of which are otherwise defined ; 

(b) Project structures, comprising a rock and earth diversion dam 3 feet high 
and 10 feet long; a ditch 2,166 feet long; a 6-inch steel penstock 479 feet long; 
a small corrugated iron building housing an 18-inch Pelton water wheel con- 
nected to a 10-kilowatt generator; and a transmission line 630 feet long; and 

(c) All other structures, fixtures, equipment or facilities used or useful in the 
maintenance and operation of the project and located on the project area, and all 


rights, and interests the possession of which is necessary or appropriate in the 


maintenance and operation of the project. 

The said lands and project works are more specifically shown and described 
by a certain map and statement which formed part of the expired license and 
which are designated and described as follows: 

Erhibit F.—(F. P. C. No. 1871--1), a map entitled “Minor power project of John 
Ostrat, Forest Glen, Calif.—Trinity National Forest—California” ; 

Erhibit G.—Specifications in one typewritten sheet entitled “General descrip- 
tion of mechanical, electrical and transmission equipment”. 

The original license for the project, which was issued November 11, 1942, to 
John Ostrat for a period of 10 years, expired November 10, 1952. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Trinity National Forest, has reported on the application. 

The Under Secretary of the Interior has reported on the application. 
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The Department of Fish and Game of the State of California was notified of 
the filing of the application. 

The Commission finds: 

(1) The applicant is a citizen of the United States and has submitted satis- 
factory evidence of compliance with the requirements of all applicable State 
laws insofar as necessary to effect the purposes of a new license for the project. 

(2) No conflicting application is before the Commission. 

(3) The project does not affect any Government dam, nor will the issuance of 
a new license therefor, as hereinafter provided, affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(4) The issuance of a new license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which the Trinity National 
Forest was created or acquired. 

(5) The installed capacity of the project is about 15 horsepower and the 
energy generated thereby is used by the applicant for domestic purposes. 

(6) The exhibits described and designated in the second paragraph of this 
order conform with the Commission’s rules and regulations. 

(7) It will be to the public interest to waive the terms and conditions con- 
tained in the following sections of part I of the act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army 
and to public notice; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the Act which are here- 
inafter waived; 10 (a); 10 (ce), insofar as it relates to depreciation reserves; 
10 (d); 10 (f); 11; 12; 14, except insofar as the power of condemnation is 
reserved ; 15; 18, except insofar as it relates to fishways ; 19; 20; 22; and 23 (a), 
insofar as it relates to the determination of fair value. 

The Commission orders: 


(A) This new license is issued, without charge, to John Ostrat under sections 
4 (e) and 15 of the act for a period of 10 years, effective as of November 11, 1952, 
for the operation and maintenance of minor project No. 1871 upon lands of the 
United States within the Trinity National Forest, subject to the terms and 
conditions of the act which is hereby incorporated by reference as a part of 
this license (except that the terms and conditions of part I of the act referred 
to in finding (7) above are hereby waived to the extent therein specified), and 
subject to such rules and regulations as the Commission has issued or prescribed 
under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in form 
L-7,* entitled “Terms and conditions of license for minor project affecting lands 
of the United States,’ which terms and conditions are attached hereto and 
made a part hereof. 

(C) Exhibit F (F. P. C. No. 1871-1) and Exhibit G are approved as part of 
this license. 

(D) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by section 313 (a) of 
the act, and failure to file such an application shall constitute acceptance of 
this license. In acknowledgment of the acceptance of this license, it shall be 
signed by the licensee and returned to the Commission within 60 days from the 
date of issuance of this order. 


*See p. 911. 
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Order authorizing issuance of securities 
Duke Power Co. 
Docket No. E-6507 
August 6, 1953 


Duke Power Co. (applicant), a corporation organized and existing under the 
laws of the State of New Jersey, duly domesticated in the States of North Caro- 
lina and South Carolina and having its principal business office in Charlotte, 
N. C., filed its application July 10, and amendment thereto July 31, 1953, for an 
order, pursuant to section 204 of the Federal Power Act, authorizing the issuance 
of $35,000,000, principal amount, of bonds and 208,321 shares of common stock. 

Applicant proposes to issue the $35,000,000 principal amount of its First and 
Refunding Mortgage Bonds percent series due 1983 and 208,321 shares of 
its no par value common stock. Applicant proposes to dispose of the bonds 
through competitive bidding by publicly inviting sealed written proposals for 
the purchase of such securities. Bidders will be required to specify the interest 
rate to be borne by the bonds and the price to be paid applicant exclusive of ac- 
crued interest. The interest coupon rate is to be stated in multiples of of 
1 percent and the price of the bonds to be paid applicant is to be stated as a per- 
centage of the principal amount and not less than 100 percent thereof. Applicant 
will accept the bid which will result in the lowest annual cost of money to it for 
the entire amount of bonds proposed to be issued with the reservation of the 
right, however, to reject all bids in their entirety. The bonds are to be dated 
September 1, 1953 to mature September 1, 1983 and are to be issued under in- 
denture dated December 1, 1927, to Guaranty Trust Co. of New York, trustee, 
as heretofore amended and supplemented and as proposed to be further supple- 
mented by supplemental indenture between the same parties to be dated Septem- 
ber 1, 1953. 

The 208,321 shares of common stock are to be offered to stockholders of record 
as of a specific date who may subscribe therefor, pursuant to their preemptive 
right, on the basis of one share of the new common stock at the price of $30 
per share for every 20 shares of common stock held. The offering of common stock 
is not to be underwritten and no fees will be paid for services in securing under- 
writers or purchasers thereof. In the event any shares remain unallotted as a 
result of the initial subscription the stockholders who exercised the right to 
subscribe will be afforded the additional subscription privilege at the same price 
per share for the remaining shares pro rata on the basis of the right to sub- 
scribe as exercised and not upon the basis of shares requested under the additional 
subscription privilege. 

The applicant proposes to use the net proceeds from the issuance and sale of 
such securities in part to meet the cost of its current construction program and 
to reimburse its treasury, in whole or in part, for construction expenditures here- 
tofore made and the redemption of any short term notes which it may have found 
expedient to issue for construction purpose pending the availability of the proceeds 
from the securities proposed to be issued. 

Written notice of the application has been given to the North Carolina Utilities 


Commission, the Public Service Commission of South Carolina, and to the Gov- 
ernor of each of those States. Notice of the application was also published in 
the Federal Register on July 17, 1953 (18 F. R. 4203) stating that any person de- 
siring to be heard or to make any protest with reference to the application should 
file a petition or protest on or before July 31, 1953. No protest or petition or re- 
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quest to be heard in opposition to the granting of such application has been 
received. 

The Public Service Commission of South Carolina and the North Carolina 
Utilities Commission by orders entered by each July 22, 1953, authorized and ap- 
proved the issuance of the securities and the application of the proceeds thereof 
in the manner and to the extent set forth in the application. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission, as 
described and set out in the Commission’s order entered September 12, 1947, 
In the Matter of Duke Power Co., docket No. IT-6075, 6 F. P. C. 900. 

(2) The proposed issuance of bonds and common stock will constitute issuance 
of securities within the provisions of section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the meaning 
of section 204 (f) of the Federal Power Act, and the proposed issuance of secur- 
ities is, therefore, not exempt by virtue of that section from the requirements of 
section 204 of the act. 

(4) The proposed issuance of bonds and common stock as hereinafter au- 
thorized and approved will be for a lawful object, within the corporate purposes 
of the applicant and compatible with the public interest, which is appropriate for 
and consistent with the proper performance by applicant of service as a public 
utility, and which will not impair its ability to perform that service, and is rea- 
sonably appropriate for such purposes. 

(5) The public notice given the aforesaid application is reasonable. 

(6) The issuance of 208,321 shares of common stock to the present stockhold- 
ers of applicant is exempt from the rules with respect to competitive bidding 
under the provisions of section 34.1a (a) (1) of the Commission’s general rules 
and regulations. 

The Commission orders: 

(A) The proposed issuance of bonds and common stock, upon the terms and con- 
ditions and for the purposes specified in the application, be and the same hereby 
is authorized and approved, subject to the provisions of this order. 

(B) The proposed issuance and sale of bonds at competitive bidding shall not 
be consummated until : 

(i) Applicant shall have amended its application pursuant to the requirements 
of section 34.2 (k) (3) of the Commission’s rules relating to compliance with com- 
petitive bidding requirements and section 34.2 (k) (4) of the rules, relating to af- 
filiation, and shall have either filed such amendments or shall have mailed them 
and advised the Commission by telephone and telegraph as contemplated by 
section 34.9 of the rules. 

(ii) The Commission shall have approved the coupon rate, and the price to be 
received by applicant for such bonds by further order. 

(C) This authorization to issue bonds and common stock for the purposes 
specified in the application shall expire unless the transaction hereby authorized 
is consummated within 90 days after the date of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of costs, or any matter whatsoever which 
may come before this Commission, or any other regulatory body, and nothing 
in this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property, claimed or 
asserted. 
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(E) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect to any securities to which this 
order relates. 

Commissioner Draper not participating. 


Order denying in part amended application for license and issuing license (major) 


Upper Peninsula Power Co. 
Project No. 1864 


August 7, 1953 


Amended application was filed October 8, 1952, by Upper Peninsula Power Co., 
of Houghton, Mich., for minor-part license, or, in the alternative that the Com- 
mission shall refuse a minor-part license, for a major license under the Federal 
Power Act (hereinafter referred to as the act) to authorize construction, opera- 
tion and maintenance of its Bond Falls Reservoir development on the Middle 
Branch of the Ontonagon River, in Ontonagon County, Mich., affecting lands of the 
United States within the Ottawa National Forest. 

The aforementioned amended application brings up-to-date and supplements a 
previous application for license filed by Copper District Power Co. on September 
14, 1942, predecessor of the present applicant. 

The project, which since January 1, 1939 has been used to store water for use 
in generating additional power for public-utility purposes in the applicant’s 
Victoria plant downstream on the West Branch of the Ontonagon River, con- 
sists of: 

(a) All lands constituting the project area and enclosed by the project boundary 
or the limits of which are otherwise defined, and/or interests in such lands neces- 
sary or appropriate for the purposes of the project, whether such lands or in- 
terests therein are owned or held by the applicant or by the United States, such 
project area and project boundary to be more specifically shown and described by 
certain revised exhibits to be hereafter filed. 

(b) All project works consisting principally of: A storage reservoir having 
effective storage capacity of about 36,000 acre-feet with draw-down of 23 feet 
formed by three earth-filled dams with steel sheet core walls ; a main dam, which is 
across the Middle Branch of Ontonagon River, about 45 feet high with reinforced 
concrete spillway equipped with an electrically-operated flood-gate; an aux- 
iliary or secondary dam; a control dam having through it a reinforced concrete 
outlet structure equipped with an electrically-operated control gate for discharg- 
ing water into an open diversion canal; and a diversion canal extending about 1.4 
miles westerly to Spring Creek and provided with velocity-reducing structures, 
the location, nature, and character of which project works are to be more spe- 
cifically shown and described by the exhibits hereinbefore cited to be filed and by 
a certain other exhibit which formed part of the original application for license 
and which is designated and described as follows : 

Erhibit L—(F. P. C. No. 1864-2) showing project structures. 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project, or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as a part of the project is 
approved or acquiesced in by the Commission; also all riparian or other rights, 
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the use or possession of which is necessary of appropriate in the maintenance and 
operation of the project. 

Neither the original nor the amended application for license includes as project 
works the following-described facilities which are constructed and in operation: 
the Victoria Reservoir, dam, pipeline, and powerhouse; the Bergland (Lake 
Gogebic) Reservoir and dam; the Cisco Reservoir and dam ; the 66,000-volt trans- 
mission lines from the Victoria plant to Ontonagon and to the Atlantic substation, 
with all 66,000-volt tap lines; and the 66,000-volt substations owned by the 
applicant and connected to said transmission lines. 

The Acting Chief, Forest Service, acting for the Secretary of Agriculture 
who has supervision over the Ottawa National Forest, has reported on the 
original application for license. 

The Commission finds: 

(1) Inasmuch as the Bond Falls Reservoir is a power reservoir located in 
whole or in part on lands of the United States, any license for same under the 
Federal Power Act should be a major license, and consequently the alternate 
part of the aforementioned amended application requesting a minor-part license 
should be denied. 

(2) The applicant is a corporation organized under the laws of the State of 
Michigan and has submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to effect the pur- 
poses of a license for the project. 

(3) No conflicting application is before the Commission. Public notice has 
been given as required by the act. 

(4) The issuance of a license for the project as hereinafter provided will not 
interfere or be inconsistent with the purposes for which the Ottawa National 
Forest was created or acquired. 

(5) The project does not affect any Government dam, nor will the issuance of 
a license therefor as hereinafter provided affect the development of any water 
resources for public purposes which should be undertaken by the United States. 

(6) Under present circumstances and conditions and upon the terms herein- 
after imposed, the project is best adapted to a comprehensive plan for the improve- 
ment and utilization of water-power development, and for other beneficial public 
purposes, including recreational purposes. 

(7) The amount of annual charges to be paid under the license for the purpose 
of reimbursing the United States for the costs of administration of part I of 
the Federal Power Act and for recompensing it for the use, occupancy, and 
enjoyment of its lands is reasonable as hereinafter fixed and specified. 

(8) The exhibit designated and described in paragraph (b) above conforms 
with the Commission’s rules and regulations and should be approved as part of 
the license for the project, and revised exhibits referred to in paragraph (a) 
above should be filed as hereinafter provided. 

The Commission orders: 

(A) The alternate part of the aforementioned amended application requesting 
a minor-part license for project No. 1864 is hereby denied. 

(B) This license is issued to Upper Peninsula Power Co., of Houghton, Mich., 
under section 4 (c) of the act for a period of 50 years, effective as of January 
1, 1939, for the construction, operation, and maintenance of project No. 1864, 
subject to the terms and conditions of the act which are incorporated by ref- 
erence as a part of this license, and subject to such rules and regulations as the 
Commission has issued or prescribed under the provisions of the act. 
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(C) This license shall also be subject to the terms and conditions set forth in 
form L-2 entitled “Terms and conditions of license for unconstructed major 
project affecting lands of the United States,” which terms and conditions, 
described as articles 1 through 24 therein, are attached hereto and made a part 
hereof, except for articles 8, 9, and 11 thereof, and subject to the following 
special conditions set forth herein as additional articles: 

Article 25. The licensee shall, at such time as the Commission may direct 
and to the extent that it is economically sound and in the public interest to do 
so after notice and opportunity for hearing, construct on Middle Fork as part of 
the project a powerhouse with installed capacity to be determined later to utilize 
fully the power resources of the Bond Falls Reservoir. 

Article 26. The licensee shall within one year from the issuance of this license 
file with the Commission revised exhibit F and exhibits J and K in conformity 
with the Commission’s rules and regulations. 

Article 27. The licensee shall pay to the United States the following annual 
charges : 

(i) For the purpose of reimbursing the United States for the cost of admin- 
istration of part I of the act, $313.00; and 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, $147.00. 

(D) Exhibit L (F. P. C. No. 1864-2) is hereby approved as part of this license. 

(E) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act, 
and failure to file such an application shall constitute acceptance of this license. 
In acknowledgment of the acceptance of this license, it shall be signed for the 
licensee and returned to the Commission within 60 days from the date of issuance 
of this order. 

Commissioner Draper not participating. 


Form L-2 


TERMS AND CONDITIONS OF LICENSE FOR UNCONSTRUCTED MAJOR PROJECT AFFECTING 
LANDS OF THE UNITED STATES 


Article 1. The entire project, as described in the order of the Commission, 
shall be subject to all the provisions, terms, and conditions of the license. 

Article 2. No substantial change shall be made in the maps, plans, specifica- 
tions, and statements described and designated as exhibits and approved by 
the Commission in its order as a part of the license until such change shall have 
been approved by the Commission : Provided, however, That if the Licensee or the 
Commission deems it necessary or desirable that said approved exhibits, or any 
of them, be changed, there shall be submitted to the Commission for approval 
amended, supplemental, or additional exhibit or exhibits covering the proposed 
changes which, upon approval by the Commission, shall become a part of the 
license and shall supersede, in whole or in part, such exhibit or exhibits thereto- 
fore made a part of the license as may be specified by the Commission. 

Article 3. Said project works shall be constructed in substantial conformity 
with the approved exhibits referred to in Article 2 herein or as changed in accord- 


ance with the provisions of said article. Except when emergency shall require 


for the protection of life, health, or property, no substantial alteration or addition 
not in conformity with the approved plans shall be made to any dam or other 
project works under the license without the prior approval of the Commission: 
and any emergency alteration or addition so made shall thereafter be subject 
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to such modification and change as the Commission may direct. Minor changes in 
the project works or divergence from such approved exhibits may be made if such 
changes will not result in decrease in efficiency, in material increase in cost, or 
in impairment of the general scheme of development; but any of such minor 
changes made without the prior approval of the Commission, which in its judg- 
ment have produced or will produce any of such results, shall be subject to such 
alteration as the Commission may direct. The Licensee shall comply with such 
rules and regulations of general or special applicability as the Commission may 
from time to time prescribe for the protection of life, health, or property. 

Article 4. The construction, operation, and maintenance of the project and 
any work incident to additions or alterations, whether or not conducted upon 
lands of the United States, shall be subject to the inspection and supervision of 
the Regional Engineer, Federal Power Commission, in the region wherein the 
project is located, or of such other officer or agent as the Commission may desig- 
nate, who shall be the authorized representative of the Commission for such 
purposes. The Licensee shall furnish to said representative such information as 
he may require concerning the construction, operation, and maintenance of the 
project, and of any alteration thereof, and shall notify him of the date upon 
which work will begin, and as far in advance thereof as said representative may 
reasonably specify, and shall notify him promptly in writing of any suspension 
of work for a period of more than one week, and of its resumption and com- 
pletion. The Licensee shall allow him and other officers or employees of the 
United States, showing proper credentials, free and unrestricted access to, 
through, and across the project lands and project works in the performance of 
their official duties. 

Article 5. Upon the completion of the project, or at such other time as the 
Commission may direct, the Licensee shall submit to the Commission for approval 
revised maps, plans, specifications, and statements insofar as necessary to show 
any divergency from or variations in the project area and project boundary as 
finally located or in the project works as actually constructed when compared 
with the area and boundary shown and the works described in the license or in 
the maps, plans, specifications, and statements approved by the Commission, 
together with a statement in writing setting forth the reasons which in the opin- 
ion of the Licensee necessitated or justified variations in or divergence from the 
approved maps, plans, specifications, and statements. Such revised maps, plans, 
specifications, and statements shall, if and when approved by the Commission, 
be made a part of the license under the provisions of Article 2 hereof. 

Article 6. For the purpose of determining the stage and flow of the stream 
or streams from which water is to be diverted for the operation of the project 
works, the amount of water held in and withdrawn from storage, and the effec- 
tive head on the turbines, the Licensee shall install and thereafter maintain 
such gages and stream-gaging stations as the Commission may deem necessary 
and best adapted to the requirements; and shall provide for the required read- 
ings of such gages and for the adequate rating of such stations. The Licensee 
shall also install and maintain standard meters adequate for the determination 
of the amount of electric energy generated by said project works. The number, 
character, and location of gages, meters, or other measuring devices, and the 
method of operation thereof, shall at all times be satisfactory to the Commis- 
sion and may be altered from time to time if necessary to secure adequate 
determinations, but such alteration shall not be made except with the ap- 
proval of the Commission or upon the specific direction of the Commission. The 
installation of gages, the ratings of said stream or streams, and the determina- 
tion of the flow thereof, shall be under the supervision of, or in cooperation with, 
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the District Engineer of the United States Geological Survey having charge of 


ORDERS 1139 


stream-gaging operations in the region of said project, and the Licensee shall ad- 
vance to the United States Geological Survey the amount of funds estimated to 
be necessary for such supervision or cooperation for such periods as may be 
mutually agreed upon. The Licensee shall keep accurate and sufficient record 
of the foregoing determinations to the satisfaction of the Comunission, and shall 
make return of such records annually at such time and in such form as the Com- 
mission may prescribe. 


~ 


Article 7. 


In the construction and maintenance of the project, the location 


and standards of roads and trails, and other land uses including the location 
and condition of quarries, borrow pits, spoil disposal areas, and sanitary facili- 
ties shall be subject to the approval of the department or agency of the United 
States having supervision over the lands involved. 


Article 8. 


In the construction and maintenance of the project works, the Li- 


censee shall place and maintain suitable structures and devices to reduce to a 
reasonable degree the liability of contact between its transmission lines, and 
telegraph, telephone, and other signal wires or power transmission lines con- 
structed prior to its transmission lines and not owned by the Licensee, and shall 
also place and maintain suitable structures and devices to reduce to a reasonable 
degree the liability of any structures or wires falling and obstructing traffic and 
endangering life on highways, streets, or railroads. 

Article 9. The Licensee shall make provision, or shall bear the reasonable cost, 
as determined by the agency of the United States affected, of making provision 
for avoiding inductive interference between any project transmission line or 
other project facility constructed, operated, or maintained under the license, and 
any radio installation, telephone line, or other communication facility installed 
or constructed before or after construction of such project transmission line or 
other project facility and owned, operated, or used by such agency of the United 
States in administering the lands under its jurisdiction. None of the provisions 
of this article is intended to relieve the Licensee from any responsibility or re- 
quirement which may be imposed by other lawful authority for avoiding or elim- 
inating inductive interference. 


Article 10. 


The Licensee shall prior to flooding clear all lands in the bottoms 


‘and margins of reservoirs up to high-water level, shall clear and keep clear to 
an adequate width lands of the United States along open conduits, and shall dis- 
pose of all temporary structures, unused timber, brush, refuse, or inflammable 
material resulting from the clearing of the lands or from the construction and 
maintenance of the project works. In addition, all trees along the margins of 
reservoirs which may die during operations of the project shall be removed. 
The clearing of the lands and the disposal of the material shall be done with due 
diligence and to the satisfaction of the authorized representative of the 


Commission. 


Article 11. 


The Licensee shall clear such portions of transmission line rights- 


of-way across lands of the United States as are designated by the officer of the 
United States in charge of the lands; shall keep the areas so designated clear 
of new growth, all refuse, and inflammable material to the satisfaction of such 
officer; shall trim all branches of trees in contact with or liable to contact the 
transmission line; shall cut and remove all dead or leaning trees which might 
fall in contact with the transmission line; and shall take such other percautions 
against fire as may be required by such officer. No fires for the burning of waste 
material shall be set except with the prior written consent of the officer of the 


United States in charge of the lands as to time and place. 
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Article 12. Timber on lands of the United States cut, used, or destroyed in the 
construction and maintenance of the project works or in the clearing of said 
lands shall be paid for in accordance with the requirements of and at the current 
stumpage rates applicable to the sale of similar timber by the agency of the 
United States having jurisdiction over said lands; and all slash and debris re- 
sulting from the cutting or destruction of such timber shall be disposed of as the 
officer of such agency may direct. 

Article 13. The Licensee shall do everything reasonably within its power and 
shall require its employees, contractors, and employees of contractors to do 
everything reasonably within their power, both independently and upon request 
of officers of the agency of the United States concerned, to prevent, make ad- 
vanced preparations for suppression, and suppress fires on or near lands occnu- 
pied by under the license. 

Article 14. The operations of the Licensee so far as they affect the use, storage, 
and discharge from storage of waters affected by the license, shall at all times 
be controlled by such reasonable rules and regulations as the Commission may 
prescribe for the protection of life, health, and property, and in the interest of 
the fullest practicable conservation and utilization of such waters for power 
purposes and for other beneficial public uses, including recreational purposes; 
and the Licensee shall release water from the project reservoir at such rate in 
cubic feet per second, or such volume in acre-feet per specified period of time, 
as the Commission may prescribe for the purposes hereinbefore mentioned. 

Article 15. The Licensee shall interpose no objection to, and shall in no way 
prevent, the use by the agency of the United States having jurisdiction over the 
lands of the United States affected, or by persons or corporations occupying 
lands of the United States under permit, of water for fire suppression from any 
stream, conduit or body of water, natural or artificial, used by the Licensee in 
the operation of the project works covered by the license, or to the use by said 
parties of water for sanitary and domestic purposes from any stream or body of 
water, natural or artificial, used by the Licensee in the operation of the project 
works covered by the license. 

Article 16. The Licensee shall be liable for injury to, or destruction of, any 
buildings, bridges, roads, trails, lands, or other property of the United States, 
occasioned by the construction, maintenance, or operation of the project works 
or of the works appurtenant or accessory thereto under the license. Arrange- 
ments to meet such liability, either by compensation for such injury or destruc- 
tion, or by reconstruction or repair of damaged property, or otherwise, shall be 
made with the appropriate department or agency of the United States. 

Article 17. So far as is consistent with proper operation of the project, the 
Licensee shall allow the public free access, to a reasonable extent, to project 
waters and adjacent lands owned by the Licensee for the purpose of full public 
utilization of such lands and waters for navigation and recreational purposes, 
including fishing and hunting, and shall allow for such purposes the construction 
of access roads, wharves, landings, and other facilities on its lands the occu- 
pancy of which may in appropriate circumstances be subject to payment of rent 
to the Licensee in a reasonable amount: Provided, that the Licensee may reserve 
from public access, such portions of the project waters, adjacent lands, and proj- 
ect facilities as may be necessary for the protection of life, health, and prop- 
erty and Provided further, that the Licensee’s consent to the construction of ac- 
cess roads, wharves, landings, and other facilities shall not without its express 
agreement place upon the Licensee any obligation to construct or maintain such 
facilities. 
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Article 18. The Licensee shall allow any agency of the United States, without 
charge, to construct or permit to be constructed on, through, and across the 
project lands, conduits, chutes, ditches, railroads, roads, trails, telephone lines, 
and other means of transportation and communication not inconsistent with the 
enjoyment of said lands by the Licensee for the purposes stated in the license. 
This article shall not be construed as conferring upon the Licensee any right of 
use, occupancy, or enjoyment of the lands of the United States other than for the 
construction, operation, and maintenance of the project as stated in the license. 

Article 19. There is reserved to the appropriate department or agency of the 
United States, or of the State or county involved, the right to take over, main- 
tain, and supervise the use of any project road after construction of the project 
works is completed. 

Article 20. The actual legitimate original cost of the original project, and of 
any addition thereto or betterment thereof, shall be determined by the Commis- 
sion in accordance with the Act and the Commission’s rules and regulations 
thereunder. 

Article 21, After the first twenty (20) years of operation of the project under 
the license, six (6) percent per annum shall be the specified rate of return on the 
net investment in the project for determining surplus earnings of the project for 
the establishment and maintenance of amortization reserves, pursuant to Section 
10 (d) of the Act; one-half of the project surplus earnings, if any, accumulated 
after the first twenty years of operation under the license, in excess of six (6) 
percent per annum on the net investment, shall be set aside in a project amortiza- 
tion reserve account as of the end of each fiscal year, provided that, if and to the 
extent that there is a deficiency of project earnings below six (6) percent per 
annum for any fiscal year or years after the first twenty years of operation under 
the license, the amount of such deficiency shall be deducted from the amount of 
any surplus earnings accumulated thereafter until absorbed, and one-half of the 
remaining surplus earnings, if any, thus cumulatively computed, shall be set aside 
in the project amortization reserve account; and the amounts thus established in 
the project amortization reserve account shall be maintained therein until further 
order of the Commission. 

Article 22. No lease of the project or part thereof whereby the lessee is granted 
the exclusive occupancy, possession, or use of project works for purposes of gen- 
erating, transmitting, or distributing power shall be made without the prior writ- 
ten approval of the Commission ; and the Commission may, if in its judgment the 
situation warrants, require that all the conditions of the license, of the Act, and 
of the rules and regulations of the Commission shall be applicable to such lease 
and to such property so leased to the same extent as if the lessee were the 
Licensee: Provided, that the provisions of this article shall not apply to parts of 
the project or project works which may be used by another jointly with the 
Licensee under a contract or agreement whereby the Licensee retains the occu- 
pancy, possession, and control of the property so used and receives adequate con- 
sideration for such joint use, or to leases of land while not required for purposes 
of generating, transmitting, or distributing power, or to buildings or other prop- 
erty not built or used for said purposes, or to minor parts of the project or project 
works, the leasing of which will not interfere with the usefulness or efficient 
operation of the project by the Licensee for such purposes. 

Article 23. The Licensee, its successors and assigns will, during the period of 
the license, retain the possession of all project property covered by the license as 
issued or as later amended, including the project area, the project works, and all 
franchises, easements, water rights, and rights of occupancy and use; and that 
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none of such properties necessary or useful to the project and to the development, 
transmission, and distribution of power therefrom will be voluntarily sold, trans- 
ferred, abandoned, or otherwise disposed of without the approval of the Commis- 
sion: Provided, that a mortgage or trust deed or judicial sales made thereunder, 
or tax sales, shall not be deemed voluntary transfers within the meaning of this 
article. In the event the project is taken over by the United States upon the 
termination of the license, as provided in Section 14 of the Act, or is transferred 
to a new licensee under the provisions of Section 15 of the Act, the Licensee, its 
successors and assigns will be responsible for and will make good any defect 
of title to or of right of user in any of such project property which is necessary 
or appropriate or valuable and serviceable in the maintenance and operation of 
the project, and will pay and discharge, or will assume responsibility for payment 
and discharge, of all liens or incumbrances upon the project or project property 
created by the Licensee or created or incurred after the issuance of the license: 
Provided, that the provisions of this article are not intended to prevent the 
abandonment or the retirement from service of structures, equipment, or other 
project works in connection with replacements thereof when they become obso- 
lete, inadequate, or inefficient for further service due to wear and tear, or to 
require the Licensee, for the purpose of transferring the project to the United 
States or to a new licensee, to acquire any different title to or right of user in 
any of such project property than was necessary to acquire for its own purposes 
as Licensee. 

Article 24. The terms and conditions expressly set forth in the license shall 
not be construed as impairing any terms and conditions of the Federal Power Act 
which are not expressly set forth herein. 


Order issuing new license (minor) 
Martin L. Anderson 
Project No. 1865 
August 7, 1953 


Application was filed October 14, 1952, by Martin L. Anderson, of Helena, 
Calif., for a new license under the Federal Power Act (hereinafter referred to 
as the act) for reconstructed minor project No. 1865, located on Logan Gulch 
Creek, a tributary of the Trinity River, in Trinity County, Calif., and affecting 
lands of the United States in the SE44SE\ of sec. 31, T. 34 N., R. 11 W., Mount 
Diablo meridian, California, within the Trinity National Forest. 

The project—currently in the process of conversion and the original license for 
which expired December 17, 1952—as reconstructed will occupy 0.037 acre of 
lands of the United States and consist of: 

(a) All lands constituting the project area and enclosed by a project boundary 
or the limits of which are otherwise defined ; 

(b) Project structures, comprising a 60-inch diameter undershot waterwheel 
located in the creek ; a powerhouse adjacent thereto containing a one horsepower 
generator ; and an electric power line about 48 feet in length; and 

(c) All other structures, fixtures, equipment, or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
and all rights, and interests the possession of which is necessary or appropriate 
in the maintenance and operation of the project. 
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The said lands and project works are more specifically shown and described by 
a certain exhibit which formed part of the application for license and which is 
designated and described as folows: 

Evhidit F.—(F. P. C. No. 1865-1), a map entitled “Minor power project of 
M. L. Anderson, Helena, Calif—Trinity National Forest,” revised in accordance 
with the application filed with the Commission on October 14, 1952. 

The original license for the project, which was issued to Martin L. Anderson 
on December 18, 1942, for a period of 10 years, expired December 17, 1952. 

The Chief, Forest Service, acting for the Secretary of Agriculture who has 
supervision over the Trinity National Forest, has reported on the application. 

An assistant Secretary of the Interior has reported on the application. 

The Department of Fish and Game of the State of California was notified of 
the filing of the application. 

The Commission finds: 

(1) The applicant is a citizen of the United States and has submitted satis- 
factory evidence of compliance with the requirements of all applicable State 
laws insofar as necessary to effect the purposes of a new license for the project. 

(2) No conflicting application is before the Commission. 

(3) The project does not affect any Government dam, nor will the issuance 
of a new license therefor, as hereinafter provided, affect the development of 
any water resources for public purposes which should be undertaken by the 
United States. 


(4) The issuance of a new license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which the Trinity National 
Forest was created or acquired. 

(5) The installed capacity of the project is about one horsepower and the 
energy generated thereby is used by the applicant for domestic purposes. 

(6) The exhibit described and designated in the second paragraph of this 


order conforms with the Commission’s rules and regulations. 

(7) It will be to the public interest to waive the terms and conditions con- 
tained in the following sections of part I of the act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army 
and to public notice; 6, insofar as it relates to public notice and to the accept- 
ance and expression in the license of terms and conditions of the act which are 
hereinafter waived ; 10 (a) ; 10 (c), insofar as it relates to depreciation reserves ; 
10 (d); 10 (f); 11; 12; 14, except insofar as the power of condemnation is 
reserved ; 15; 18, except insofar as it relates to fishways; 19; 20; 22; and 23 (a), 
insofar as it relates to the determination of fair value. 

The Commission orders: 

(A) This new license is issued, without charge, to Martin L. Anderson under 
sections 4 (e) and 15 of the act for a period of 10 years, effective as of December 
18, 1952, for the operation and maintenance of minor project No. 1865 upon lands 
of the United States within the Trinity National Forest, subject to the terms and 
conditions of the act which is hereby incorporated by reference as a part of this 
license (except that the terms and conditions of part I of the act referred to in 
finding (7) above are hereby waived to the extent therein specified), and subject 
to such rules and regulations as the Commission has issued or prescribed under 
the provisions of the act. 

(B) This license is also subject to the terms and conditions set forth in form 
L-7.* entitled “Terms and conditions of license for minor project affecting lands of 


*See p. 911. 
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the United States,” which terms and conditions are attached hereto and made a 
part hereof, and subject to the following special condition set forth herein as an 
additional article: 

Article 15. The licensee shall with due diligence prosecute construction and 
complete the rehabilitation of the project by October 31, 1953. 

(C) Exhibit F (F. P. C. No. 1865-1) is approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act, 
and failure to file such an application shall constitute acceptance of this license. 
In acknowledgment of the acceptance of this license, it shall be signed by the 
licensee and returned to the Commission within 60 days from the date of issuance 
of this order. 

Commissioner Draper not participating. 


Findings and order issuing certificate of public convenience and necessity 
Southern Counties Gas Co. of California 
Docket No. G—2182 


August 10, 1953 


On June 1, 1953, Southern Counties Gas Co. of California (applicant), a 
California corporation with its principal office in Los Angeles, Calif., filed an ap- 
plication with the Federal Power Commission for a certificate of public con- 
venience and necessity pursuant to section 7 of the Natural Gas Act authorizing 
the construction and operation of 72,000 feet of 24-inch and 1,000 feet of 22-inch 
pipeline from applicant’s existing 30-inch main pipeline at the Brea-Olinda pres- 
sure limiting station to Santa Ana, Calif., and measuring and regulation equipment 
at the Brea-Olinda tap and regulation equipment at Orange, Calif. 

The facilities herein involved will enable applicant to deliver additional natural 
gas to serve the increasing demands in Orange County, Calif. The estimated cost 
of the additional facilities is $879,962 and their financing is to be out of ap- 
plicant’s available treasury funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on July 
30, 1953, respecting the matters involved and the issues presented by the appli- 
cation. No protest to the application has been received. 

The Commission finds: 

(1) Southern Counties Gas Co. of California, a California corporation, having 
its principal place of business at Los Angeles, Calif., is engaged in the transporta- 
tion of natural gas in interstate commerce and the sale in interstate commerce of 
natural gas for resale for ultimate public consumption, and therefore is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its May 31, 1946, order in docket No. G-675, 5 F. P. C. 115. 

(2) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of the 
Commission thereunder. 

(3) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as integral parts of applicant’s existing pipeline system, and 
the construction and operation thereof by applicant are subject to the requirements 
of subsections (c) and (e) of section 7 of the Natural Gas Act. 
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(4) The public convenience and necessity require the attachment to the exer- 
cise of the rights granted under the certificate issued the terms and conditions 
hereinafter ordered, which are reasonable and necessary. 

(5) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity and a certificate therefor should 
he issued as hereinafter ordered and conditioned. 

(6) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provision of section 1.32 (b) (18 
C. F. R. 1.32 (b) ) of the Commission’s rules of practice and procedure havirlg been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Southern Counties Gas Co. of California authorizing it to construct 
and operate the facilities hereinbefore described as more fully described in the 
application. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by applicant within 30 days from the issue date of the order issuing such 
certificate : Provided, however, That if an application for rehearing of such order 
is filed in accordance with section 19 of the Natural Gas Act, such acceptance shall 
be filed within 30 days from the issue date of the order of the Commission upon 
the application for rehearing or within 30 days from the date on which such 
application may be deemed to have been denied when the Commission has not 
acted on such application within 30 days after it has been filed : Provided, further, 
That if a petition for review is filed in accordance with the provisions of section 
19 of the Natural Gas Act, such acceptance shall be filed within 30 days after 
final disposition of the judicial review proceedings thus initiated. 

(C) The following conditions be and the same are hereby attached to the ex- 
ercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be commenced within 60 days 
after the issuance of this order and shall be completed and actual operations 
thereunder commenced by applicant not later than 6 months subsequent to begin- 
ning of construction. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following: 

(i) within 10 days after bona fide beginning of construction, notice of date 
of such beginning; 

(ii) within one month after date of issuance of this order, a progress report 
showing the exact status of authorized construction ; 

(iii) within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of the 
date of such placement and commencement ; 

(iv) within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement showing 
the actual cost of constructing authorized facilities by operating units, and show- 
ing separately the actual cost of labor, materials, rights-of-way, damages, surveys, 
engineering, inspection, overhead, interest during construction, contingencies, 
and all other items of cost, together with a statement showing and explaining the 
cause for any difference between actual cost and estimate of costs relied upon 
herein by applicant. 
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(D) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations hereby authorized and in 
accordance with the provisions of the Natural Gas Act, as well as any applicable 
rules, regulations, or orders of the Commission. 

Commissioner Draper not participating. 


Order approving disposition of amounts classified in account 107, electric plant 
adjustments 


Carolina Aluminum Co. 
August 12, 1953 


Carolina Aluminum Cv. on November 3, 1939, filed reclassification and orig- 
inal cost studies of electric plant, as of January 1, 1939, and revisions thereto 
on October 31, 1940, in compliance with electric plant accounts instruction 
2-D of the uniform system of accounts and the Commission’s order of July 14, 
1939. At the time the company filed its original cost studies it stated that 
it was supplying such data “without prejudice to the position taken” by it 
in its response to the Commission’s show cause order adopted May 11, 1937, 
in Docket No. IT-5559 and “with the reservation of its constitutional and 
legal rights as therein stated.” In such response, filed September 15, 1939, 
the company stated that it did not “own or operate any facilities subject 
to the jurisdiction of the Commission under part II of the Federal Power Act 
and is not a public utility within the meaning of the Federal Power Act.” 

The original cost studies classified the amount of $1,039,251.37 in account 
107, electric plant adjustments, representing cost of certain abandoned prop- 
erties, and upon application by the company the Commission by order of 
December 10, 1940, approved the disposition of such amount by charge to a 
special reserve which the company had already set up for the amortization 
of electric plant adjustments. 

A field examination of the filed studies was made by members of the staff 
of the Commission, in the course of which the examinations were carried for- 
ward from January 1, 1939, to December 31, 1946, and the plant adjustments 
proposed by the staff as of the latter date were applied to the book balances 
of electric plant accounts at December 31, 1951. Conferences have been held 
with company representatives at which tentative agreement was reached as 
to all plant adjustments proposed by the staff. 

On March 5, 1953, the company filed a revised original cost statement, as 
of December 31, 1951, and copies of journal entries recorded on the books as of 
that date which gave effect to all adjustments of electric plant accounts 
as proposed by the staff. At that time the company stated that it did not 
“in any way concede that, either as a ‘public utility’ as defined in part II of 
the Federal Power Act or under any other provision of the Federal Power Act, 
it is subject to the jurisdiction or accounting regulations of the Federal 
Power Commission,” and that it “expressly reserves its right to contest any 
jurisdiction that the Federal Power Commission may at any time assert 
over it and to contest particularly its obligation to comply with the Federal 
Power Commission’s uniform system of accounts and accounting rules and 
regulations.” 

Among the adjustments made in the revised statement the net amount of 
$61,277.61 was classified in account 107, electric plant adjustments, and non- 
operating property in the amount of $541,460.79 was transferred from account 
100.4, electric plant held for future use, to account 110, other physical property. 





ORDERS 1147 


The journal entries submitted by the company dispose of the net debit 
amount of $61,277.61 classified in account 107 by charging $138,258.24 to 
account 271, earned surplus, and crediting $76,980.63 to account 250, reserve 
for depreciation of electric plant. The net debit amount so classified and dis- 
posed of comprised debit items improperly included in electric plant accounts 
as follows: taxes on land prior to construction period charged to electric plant 
in service—$2,630.82; survey, option and other expenses—$187.00; excess land 
cost consisting of the difference between the par value of company’s capital 
stock issued as consideration for such lands and the estimated or deed cost 
of the land parcels together with related land acquisition costs—$87,080.24; 
value of alleged stream flow benefits obtained from the Tennessee Valley Au- 
thority in excess of cost of land and other assets transferred to T. V. A. in 
exchange therefor—$139,599.78; excessive construction equipment rental from 
affiliate—$74,091.00; and the credit amount of $242,311.23 representing the cor- 
rection of interest during construction comprising actual bond interest ap- 
plicable to construction which the company failed to capitalize. 

While the disposition of the amounts classified in account 107 by charges 
such as have been made is hereinafter directed to be reflected in the com- 
pany’s accounts, it is here noted that the disposition was carried out without 
the approval or direction of this Commission in violation of the applicable 
provisions of the uniform system of accounts (17 C. F. R. section 101.107 (b)). 

The North Carolina Utilities Commission by letter dated July 17, 1953, 
stated that, up to the present date, that commission had exercised no jurisdic- 
tion over the Carolina Aluminum Co. 

The Commission finds: 

The accounting treatment of the net amount of $61,277.61 classified in ac- 
count 107, as of December 31, 1951, as hereinafter provided for is reasonable 
and appropriate for the purposes of the Federal Power Act. 

The Commission orders: 

(A) The disposition in the manner described above of the net amount of 
$61,277.61 classified in account 107 as of December 31, 1951, be and the same 
is hereby directed to be reflected in the company’s accounts henceforth. 

(B) This order is without prejudice to the company’s reservation that it 
is not subject to the jurisdiction of this Commission and that it may contest 
any jurisdiction that this Commission may at any time assert over it. 

(C) The company shall submit within 30 days from the date of issuance 
of this order two certified copies of the accounting entries giving effect to 
the disposition already made and directed to be reflected in the company’s ac- 
counts henceforth. 

Commissioner Draper not participating. 


Order approving disposition of amounts classified in account 107, electric plant 
adjustments 


Knoxville Power Co. 


August 12, 1953 


Aluminum Co. of America (ALCOA) on May 20, 1940, filed with the Com- 
mission reclassification and original cost studies of its electric utility plant 
located in the State of Tennessee, as of January 1, 1939, in compliance with 
electric plant accounts instruction 2—D of the uniform system of accounts and 
the Commission’s order of May 11, 1937, relating thereto. ALCOA had stated by 
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letter of July 10, 1939 that it was “neither a licensee nor a public utility within 
the terms of the Federal Power Act and is therefore not required to use the 
uniform system of accounts prescribed by the Federal Power Commission.” Its 
properties in Tennessee were acquired by Knoxville Power Co. (Knoxville), 
effective as of March 1, 1945, and are presently operated by that company, which 
is a wholly-owned subsidiary of ALCOA. 

A field examination of the original cost studies filed by ALCOA has been com- 
pleted by members of the staff of the Commission, and such examination was 
carried forward from January 1, 1939, the date of the filed studies, to Decem- 
ber 31, 1946, and the plant adjustments proposed by the staff as of the latter 
date were applied to the book balances of electric plant accounts at December 31, 
1951. 

As the result of conferences between company representatives and staff men- 
bers during and at the conclusion of the field examination tentative agreement 
has been reached as to all plant adjustments, and on March 3, 1953, Knoxville 
filed a revised original cost statement and copies of journal entries which have 
been recorded in the company’s books of account, as of December 31, 1951, to 
reflect the adjustment of electric plant accounts. 

At that time Knoxville stated that it did not “in any way concede that, either 
as a ‘public utility’ as defined in part II of the Federal Power Act or under 
any other provision of the Federal Power Act, it is subject to the jurisdiction or 
accounting regulations of the Federal Power Commission,” and that it “ex- 
pressly reserves its right to contest any jurisdiction that the Federal Power 
Commission may at any time assert over it and to contest particularly its obliga- 
tion to comply with the Federal Power Commission’s uniform system of accounts 
and accounting rules and regulations.” 

Among the adjustments made in the revised statement the net amount of 
$154,639.98 was classified in account 107, electric plant adjustments, and non- 
operating property in the amount of $329,336.63 was transferred from account 
100.4, electric plant held for future use, to account 110, other physical property. 

The journal entries have disposed of the net debit amount of $154,639.98, 
classified in account 107, electric plant adjustments, through a charge of 
$199,698.77 to account 271, earned surplus, and a credit of $45,058.79 to account 
250, reserve for depreciation of electric plant. The net debit amount disposed 
of in this manner comprised debit items improperly charged to electric plant 
account as follows: excess land costs consisting of the difference between the 
par value of Knoxville’s capital stock issued as consideration for such lands and 
the deed or estimated cost of the lands purported to have been received in the 
issuance of the capital stock—$154,459.64; value of alleged stream flow benefits 
obtained from the Tennessee Valley Authority in excess of cost of land and other 
assets transferred to T. V. A. in exchange therefor—$157,421.03 ; excessive con- 
struction equipment rental—$43,234.00; and the credit amount of $200,474.69 
representing the correction of interest during construction comprising actual 
bond interest applicable to construction which Knoxville failed to capitalize. 

While the above disposition of the amounts classified in account 107 herein- 
after is directed to be reflected in Knoxville’s accounts, it is here noted that the 
disposition was carried out without the approval or direction of this Commission 
in violation of the applicable provision of the uniform system of accounts (18 
C. F. R. section 101.107 (b) ). 

By letter of July 9, 1953, the Tennessee Railroad & Public Utilities Com- 
mission has concurred in the above disposition of the accounting adjustments. 
The Commission finds: 
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The accounting treatment of the net amount of $154,639.98 classified in account 
107 as of December 31, 1951, as hereinafter ordered is reasonable and appropriate 
for the purposes of the Federal Power Act. 

The Commission orders: 

(A) The disposition in the manner described above of the net amount of 
$154,639.98 classified in account 107 as of December 31, 1951, be and the same 
is hereby directed to be reflected in the company’s accounts henceforth. 

(B) This order is without prejudice to the company’s reservation that it is 
not subject to the jurisdiction of this Commission and that it may contest any 
jurisdiction that this Commission may at any time assert over it. 

(C) Knoxville shall submit, within 30 days from the date of issuance of this 
order, two certified copies of the accounting entries giving effect to the disposition 
already made and directed to be reflected in the company’s accounts henceforth. 

Commissioner Draper not participating. 


Order approving disposition of amounts classified in account 100.5, electric 
plant acquisition adjustments, and account 107, electric plant adjustments 


Nantahala Power & Light Co. 
August 12, 1953 


Nantahala Power & Light Co. on March 5, 1942, filed reclassification and orginal 
cost studies of electric plant as of January 1, 1939, in compliance with electric 
plant accounts instruction 2-D of the uniform system of accounts. At the same 
time it stated that it was “not a ‘public utility’ within the meaning of the 
Federal Power Act of 1935,” that it was “not subject to regulation by the Federal 
Power Commission” and that it reserved “all of its constitutional and legal rights, 
including its right to contest the validity as applied to it of any provision of 
the Federal Power Act or of the regulations of the Commission promulgated 
thereunder.” 

A field examination of the filed studies has been completed by members of 
the staff of the Commission and such examination was carried forward from 
January 1, 1939, the date of the filed studies, to December 31, 1946, and the plant 
adjustments proposed by the staff as of the latter date were applied to the 
book balances of electric plant accounts at December 31, 1951. 

Conferences between company representatives and staff members were held 
during and upon the conclusion of the field examination, and, as the result 
thereof, tentative agreement was reached as to all plant adjustments proposed 
by the staff. On March 3, 1953, the company filed a revised original cost state- 
ment which reflects all the adjustments proposed by the staff and copies of 
journal entries which have been recorded in the company’s books of account, 
as of December 31, 1951, to reflect the adjustment of electric plant accounts. At 
the time of the filing the company stated that it did not “in any way concede 
that, either as a ‘public utility’ as defined in part II of the Federal Power Act 
or under any other provision of the Federal Power Act, it is subject to the juris- 
diction or accounting regulations of the Federal Power Commission,” and that it 
“expressly reserves its right to contest any jurisdiction that the Federal Power 
Commission may at any time assert over it and to contest particularly its 
obligation to comply with the Federal Power Commission’s uniform system of 
accounts and accounting rules and regulations.” Among the adjustments made 
by the company in the revised statement the amount of $33,320.98 was classified 
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in account 100.5, electric plant acquisition adjustments, and the net amount of 
$22,963.26 was established in account 107, electric plant adjustments. Further- 
more, the amount of $211,336.00, pertaining to non-operating properties, was 
transferred from account 100.4, electric plant held for future use, to account 110, 
other physical property. 

The amount of $33,320.93 classified in account 100.5, electric plant acquisition 
adjustments, represents the excess of the purchase price over original cost of the 
electric properties acquired from the Smokey Mountain Power Co. Of this 
amount the company without approval of the Commission has disposed of 
$21,103.30, which represents the amortization of the amount for a period of 
9% years on the basis of a 15-year amortization period commencing with July 
1942 and ending June 1957, by a credit to account 252, reserve for amortization 
of electric plant acquisition adjustments, and by a concurrent charge to account 
414, miscellaneous debits to surplus. The company has proposed that the balance 
of $12,217.63 be amortized during the remaining 5% years of the 15-year amortiza- 
tion period by annual charges of $2,221.40 to account 537, miscellaneous amortiza- 
tion, and concurrent credits to account 252, reserve for amortization of electric 
plant acquisition adjustments. 

The net amount of $22,963.26 classified in account 107, electric plant adjust- 
ments, comprises debit amounts improperly charged to electric plant account as 
follows: survey, option and other expenses—$509.37; taxes on land prior to 
construction period—$31,089.70; organization expenses representing the cost of 
stamps on stock certificates and legal fees—$1,896.13; and the credit amount of 
$10,531.94 for taxes applicable to certain non-operating properties classified in 
account 100.4, electric plant held for future use, which the staff has recommended 
to be reclassified to account 110, othér physical property The company without 
Commission approval has disposed of the net amount of $22,963.26 by charging 
$35,334.20 to account 271, earned surplus, and crediting $12,370.94 to account 
250, reserve for depreciation of electric plant. 

While the above disposition of the amount classified in account 100.5 insofar 
as it has already taken place and the disposition of the amount classified in 
account 107 is hereinafter directed to be reflected in the company’s accounts, it 
is here noted that the dispositions were carried out without the approval or 
direction of the Commission in violation of the applicable provisions of the 
uniform system of accounts (18 C. F. R. sections 101.100.5 (c) and 101.107 (b)). 

By letter of July 8, 1953, the North Carolina Utilities Commission has approved 
the above disposition of the accounting adjustments. 

The Commission finds: 

The accounting treatment of the amount of $33,320.93 classified in account 
100.5 and the net amount of $22,963.26 classified in account 107 as of December 31, 
1951, in the manner hereinafter provided for is reasonable and appropriate for 
the purposes of the Federal Power Act. 

The Commission orders: 

(A) The disposition in the manner described above of the amount of $21,- 
103.30 classified in account 100.5 and the net amount of $22,963.26 classified in 
account 107 as of December 31, 1951, be and the same is hereby directed to be 
reflected in the company’s accounts henceforth; the proposed disposition of the 
balance of $12,217.63 in account 100.5 as of December 31, 1951, in the manner de- 
scribed above is hereby approved and directed and shall be reflected in the com- 
pany’s accounts henceforth. 

(B) This order is without prejudice to the company’s reservation that it is 
not subject to the jurisdiction of this Commission and that it may contest any 
jurisdiction that this Commission may at any time assert over it. 
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(C) The company shall submit within 30 days from the date of issuance of 
this order two certified copies of the accounting entries giving effect to the dis- 
positions already effected from account 100.5 and account 107, and shall submit 
in January of 1954 and each succeeding year through 1958 two certified copies 
of the entries reflecting the amortization of the remaining amount in account 
100.5 as herein approved and directed. 

Commissioner Draper not participating. 


Order granting petition to amend order issuing a certificate of public 
convenience and necessity 


Gas Transport, Inc. 
Docket No. G—1353 
August 13, 1958 


On April 28, 1950, the Commission issued its findings and order issuing a cer- 
tificate of public convenience and necessity to Gas Transport, Inc. (applicant), 
authorizing the installation and use of a block plug valve in applicant’s 14-inch 
pipeline near the Wood-Wirt Counties, W. Va., line, together with intake and 
metering facilities both north and south of said block plug valve, and the in- 
stallation and operation of delivery and metering facilities at a point on ap- 
plicant’s 14-inch pipeline south of Sandyville, Jackson County, W. Va., at the in- 
tersection of said line with an 18-inch pipeline of United Fuel Gas Co. (United 
Fuel Gas). Said facilities are required to enable applicant to transport natural 
gas for United Fuel Gas, and pursuant to the authorization granted by the afore- 
said order issued on April 28, 1950, applicant has transported natural gas for the 
account of United Fuel Gas in a southerly direction from the point where said 
block plug valve is installed to United Fuel Gas’ facilities near Sandyville. 

On July 17, 1953, applicant filed a petition to amend said order issued on April 
28, 1950, to provide for the transportation by applicant of natural gas in a north- 
erly direction, in addition to the southerly direction heretofore authorized. In 
said petition, applicant states that it has agreed with United Fuel Gas to trans- 
port gas between the same points as heretofore, but in either a northerly or 
southerly direction, to enable United Fuel Gas to both deliver to and withdraw 
gas from a storage pool which it recently began to operate near the Wood-Wirt 
Counties, W. Va., line. Applicant and United Fuel Gas have entered into an 
agreement, dated July 8, 1953, amending their gas exchange and transportation 
agreement dated February 28, 1950, to provide for transportation in a northerly 
as well as a southerly direction, and extending the term of said agreement until 
December 31, 1954, and thereafter for successive periods of 6 months each by 
mutual agreement. 

No changes in or additions to existing facilities will be required for the new 
service proposed, and applicant proposes to make no change in the charges set 
forth in its rate schedule X—1, on file with the Commission, for transporting gas 
irrespective of the direction of flow thereof. 

The Commission finds: 

It is appropriate in the public interest to grant the petition to amend the 
Commission’s order issued on April 28, 1950, in the manner requested by applicant 
in its said petition filed herein on July 17, 1953. 
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The Commission orders: 

The Commission’s order issued on April 28, 1950, issuing a certificate of public 
convenience and necessity to applicant, be and the same hereby is amended to 
authorize the operations requested by applicant in its petition to amend order 
issuing a certificate of public convenience and necessity filed in this proceeding 
on July 17, 1953, all as more fully described in said petition. 

Commissioner Draper not participating. 


Order further amending license (major) 
The Central Nebraska Public Power & Irrigation District 
Project No. 1417 


August 14, 1953 


Application was filed on August 15, 1949 by The Central Nebraska Public 
Power & Irrigation District, licensee for major project No. 1417, for amendment 
of its license to remove certain transmission facilities which now form a part 
and to include other facilities which are not now a part of the license. Approxi- 
mately 354 miles of 115-kilovolt lines; substations at Grand Island, Holdrege, 
Hastings and Lincoln; 40 miles of 66-kilovolt lines and 325 miles of 34.5-kilovolt 
lines now included as part of the project have been reviewed by the Commission 
staff and found not to be parts of the project as defined by section 3 (11) of the 
Federal Power Act. 

The applicant, pursuant to the terms of article 7 of the license, filed on Febru- 
ary 24, 1949 and July 8, 1952 revised exhibits showing the project works as 
constructed, the project area and boundary and transmission line maps. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not alter the 
basic facts upon which the license was issued. 

(2) Exhibit J (F. P. C. Nos. 1417-139, -140, -149 and -223), exhibit K 
(F. P. C. Nos. 1417-224 to -453) and exhibit L (F. P. C. Nos. 1417-144, -145, 
—146, -148, -190, —192, -193, -194, -199, -201, and -202) should be approved and 
made parts of the license. 

(3) Exhibit J (F. P. C. Nos. 1417-1, -5 and -46), exhibit K (F. P. C. Nos. 
1417-2; -48 to -51 inclusive ; -53 to —55 inclusive; —57 to -61, inclusive; and -63 
to -68, inclusive) and exhibit L (F. P. C. Nos. 1417-110, -112, -113, —114, -70, 
—72, -73, —74, —80, -82, -84, -87 to —94, inclusive) should be removed and excluded 
from the license. 

(4) Article 2 of the license should be amended so as to accurately describe the 
project as constructed and existing by excluding from the instrument those 
exhibits and parts of exhibits described in paragraph (3) above, and including 
those exhibits and parts of exhibits described in paragraph (2) above. 

The Commission orders: 

(A) The exhibits specified in paragraph (3) above are eliminated from the 
provisions of the license, and are superseded by the exhibits set forth in para- 
graph (2) above, which are approved as parts of the license for the project. 

(B) The license for project No. 1417 as amended be and is hereby further 
amended, effective on the first day of the month in which the acknowledgment 
of acceptance of the amendment is received by the Commission, to eliminate 
from the project the transmission facilities described in the first paragraph 
hereof. 
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PARAGRAPH I. Article 2 of the license is amended to read as follows: 

Article 2. The project covered by and subject to this license consists of the 
following: 

A. All lands constituting the project area and inclosed by the project boundary 
or the limits of which are otherwise detined, and/or interest in such lands neces- 
sary or appropriate for the purposes of the project, whether such lands or 
interest therein are owned or held by the licensee or by the United States, the 
general location of such project area being shown and described by certain 
exhibits which formed part of the application for license, or amendment thereof, 
and which are designated and described as follows: 

Borhibdit J—J-4 (F. P. C. No. 1417-139), map entitled “layout map and index,” 
a general map showing entire project; J-5 (F. P. C. No. 1417-140), map entitled 
“Kingsley Dam, location map”; J-6 (F. P. C. No. 1417-149), map entitled “the 
supply canal and power sites”; J-7 (F. P. C. No. 1417-223), map entitled “loca- 
tion map and index” showing 115-kilovolt transmission lines revised June 1952. 

Erhibit K.—K-2 to K-11, inclusive (F. P. C. Nos. 1417-7 to —16 inclusive )—the 
supply canal, Jeffrey section, plan and profile, station 60+00 to station 1203+00; 
K-12 (F. P. C. No. 1417-17)—the supply canal, Jeffrey section, plan and profile, 
station 1203+-00 to station 16+95.6—98+36.8 W.; K-i3 (F. P. C. No. 1417-18)— 
the supply canal, Johnson section, plan and profile, station 16+95.6—98+36.8 W. 
to station 0+00; K-14 to K-31, inclusive (F. P. C. Nos. 1417-19 to -36, inclu- 
sive)—the supply canal, Johnson section, plan and profile, station 0+00 to 
station 2067+00; K-32 to K-34, inclusive (F. P. C. Nos. 1417-37, -38 and -39)— 
the supply canal, Johnson section, plan and profile, station 2132+40 to station 
2380+-55 ; K-35 (F. P. C. No. 1417-40)—tthe supply canal, Johnson section, pipe- 
line, plan and profile, station 0+00 to station 664-00; K-36 (F. P. C. No. 1417- 
41)—the supply canal, Johnson section, plan and profile, station 66+00 to sta- 
tion 16+00 W.; K-37 (F. P. C. No. 1417-42)—tthe supply canal, Johnson section, 
plan and profile, station 16+-00 W. to station 67+86.8; K-56 and K-57 (F. P. C. 
Nos. 1417-224 and —225)—two sheets entitled “project boundary map, 115-kilovolt 
transmission lines” revised June 1952; K-58 (F. P. C. Nos. 1417-235 to -331, 
inclusive)—97 sheets including an index sheet showing project boundary of 
Kingsley Dam and reservoir revised June 1952; K-59 (F. P. C. Nos. 1417-332 
to -378, inclusive )—47 sheets including an index sheet showing project boundary, 
power supply canal, Jeffrey section, revised June 1952; and K-60 (F. P. C. Nos. 
1417-379 to —-453, inclusive) —75 sheets including two index sheets showing project 
boundary, power supply canal, Johnson section, revised June 1952. 

B. All project works, consisting of : 

(a) An earth dam about 170 feet high, located on North Platte River about 
5 miles west of Keystone, Nebr., and known as Kingsley Dam, with a morning 
glory type spillway and outlet works; a reservoir extending approximately 25 
mIniles upstream, having a storage capacity of 2,000,000 acre-feet at normal water 
surface elevation of 3,270 feet ; 

(b) An earth and concrete diversion dam located about one mile downstream 
from the confluence of North and South Platte Rivers, together with canal 
headworks ; 

(c) A canal about 77.5 miles long following in general the bluffs along the 
right bank of Platte River from the diversion dam to a point about 6 miles south 
of Lexington, together with two regulating reservoirs with capacity of 70.000 
acre-feet, a number of cross drainage dams, forebay reservoirs, wasteways, and 
other works required for the economical construction of the canal and the satis- 
factory operation of the canal and power plants; 

(d) Three power plants at drops along the canal, known as the Jeffrey Canyon 
plant, Johnson Canyon plant No. 1 and Johnson Canyon plant No. 2, each with an 
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installed capacity of 18,000 kilowatts and provision for an additional unit of 
18,000 kilowatts capacity at Johnson Canyon pjant No. 2; 

(e) Transmission facilities comprised of: (1) 115-kilovolt substation at 
Jeffrey Canyon plant; (2) 115-kilovolt 69-kilovolt, and 34.5-kilovolt substation 
facilities at Johnson Canyon No. 1 plant; (3) 115-kilovolt substation at Johnson 
Canyon No. 2 plant; (4) two 115-kilovolt tie lines from Jeffrey Canyon plant to 
the 115-kilovolt North Platte-Columbus line of project No. 1835; (5) 115-kilovolt 
Jeffrey Canyon plant-Johnson Canyon No. 1 plant line; (6) 115-kilovolt Johnson 
Canyon plant No. 1-Johnson Canyon plant No. 2 line; and (7) Westerly 115-kilo- 
volt tie line from Johnson Canyon plant No. 2 to 115-kilovolt North Platte 
Columbus line of project No. 1835; 


the location, nature, and character of which are more specifically shuwn by th 
exhibits hereinbefore cited and by certain other exhibits which also formed par 
of the application for license or amendment thereof and which are designate 
and described as follows: 


Kingsley Dam 


Ecrhibit L—L-1 (F. P. C. No. 1417-4)—Plan, sections and capacity curves 0° 
Keystone Dam; L-2 (F. P. C. No. 1417-107)—Keystone Dam, general plan and 
earthwork distribution; L-3 (F. P. C. No. 1417-108)—Keystene Dam, section- 
thru dam and core trench, details of guard wall; L-4 (F. P. C. No. 1417-109)- 
Keystone Dam, cross section showing structures; L-6 (F. P. C. No. 1417-111)- 
Keystone Dam, intake plan; L-10 (F. P. C. No. 1417-115)—Keystone Dam 
28.5-ft. spillway conduit; L-11 (F. P. C. No. 1417-116)—Keystone Dam, 20-ft 
outlet conduit; L-48 (F. P. C. No. 1417-144)—Kingsley Dam, outlet tower 
L—49 (F. P. C. No. 1417-145)—Kingsley Dam, spillway, general elevation and sec 
tion; L-50 (F. P. C. No. 1417-146)—Kingsley Dam, stilling basin plan; L-5) 
(F. P. C. No. 1417-148)—Kingsley Dam, emergency spillway, concrete cres pave 
ment; (F. P. C. Nos. 1417-121, 122, and -123)—Kingsley Dam, only insofar as 
they show the nature and extent of rock riprap; (F. P. C. Nos. 1417-126 and 
-127)—Kingsley Dam, showing excavation plan and cross sections, clearing 
control tower area and freeing gates; (F. P. C. No. 1417-129) entitled “Kingsley 
Dam, outlet tower, stop log gate details”; (F. P. C. No. 1417-130) entitled “Kings- 
ley Dam, outlet tower, floor grating and ladders”; (F. P. C. No. 1417-134) entitled 
“Kingsley Dam, outlet tower, ring gate, ring gate installation”. 


Upper Diversion Dam 


L-12 (F. P. C. No. 1417-6)—Upper diversion dam, general plan; L—-13 (F. P. C. 
No. 1417-117)—Upper diversion dam, details of spillway: L-14 (F. P. C. No. 
1417-118 )—Upper diversion dam, piers and apron for radial gates; L-15 (F. P. C. 
No. 1417-119)—Upper diversion dam, general layout-south dike; L-16 (F. P. C. 
No. 1417-120)—Upper diversion dam, general layout-north dike; (F. P. C. No. 
1417-125) entitled “Fish-way, upper diversion dam”. 


The Supply Canal 


L-17 (F. P. C. No. 1417-43)—The supply canal, Jeffrey section, the Jeffrey 
regulating reservoir dam; L-18 (F. P. C. No. 1417-44)—The supply canal, John- 
son section, the Johnson regulating reservoir dam; L—-19 (F. P. C. No. 1417-45)— 
The supply canal, Johnson section, the Johnson regulating reservoir dam. 


Power Plants—Substations—Transmission Lines 


L-20 (F. P. C. No, 1417-69)—Jeffrey and Johnson Canyon power plants; L—22 
(F. P. C. No. 1417-71)—Jeffrey Canyon power house, operating floor plan; L-52 
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(F. P. C. No. 1417-190)—Jeffrey Canyon power house, generator floor plan; L—53 
(F. P. C. No. 1417-192 )—Jeffrey Canyon power house, up and down stream eleva- 
tions; L-S4 (F. P. C. No. 1417-193)—Jeffrey Canyon power house, section and 
roof plan; L-35 (F. P. C. No. 1417-194)—Jeffrey Canyon power house, cross sec- 
tion thru unit and elevation ; L-26 (F. P. C. No. 1417-75)—Johnson Canyon power 
house, plant No. 1, generator and operating floor plans; L-27 (F. P. C. No. 1417- 
76)—Johnson Canyon power house plant No. 1, cross section thru unit; L-28 
(F. P. C. No. 1417-77)—Johnson Canyon power house plant No. 2, generator and 
operating floor plans; L-29 (IF, P. C. No. 1417-78)—Johnson Canyon power house 
plant No. 2, cross section thru unit; L-30 (F. P. C. No. 1417-79)—115-kilovolt 
system diagram; L-82 (F. P. C. No. 1417-81)—Jeffrey Canyon substation, 115- 
kilovolt structure sections ; L-56 (F. P. C. No. 1417—199)—Jeftrey Canyon substa- 
tion, plan and wiring diagram; L-57 (F. P. C. No. 1417-201)—Johnson Canyon 
and Jeffrey Canyon substations, 6900-volt structure; L-34 (F. P. C. No. 1417- 
83)—Johnson Canyon substation, plan sections and wiring diagram, plant No. 1; 
L-58 (F. P. C. No. 1417-202)—Johnson Canyon substation, plan and wiring dia- 
gram, plant No. 2; L-86 (F. P. C. No. 1417-85)—Johnson Canyon substation, 
115-kilovolt longitudinal sections, plant No. 2; L-37 (F. P. C. No. 1417-86)— 
Johnson Canyon substation, cross sections, plant No. 2; L—-46 and L—-47 (F. P. C. 
Nos. 1417-06 and —97)—11-kilovolt transmission line structures, material and 
erection. 

Eechibit M.-—Engineering report to Federal Power Commission, description of 
sections of the project”, signed January 11, 1937, by Geo. KE. Johnson, chief engi- 
neer and general manager. 

C. All other structures, fixtures, equipment, or facilities used or useful in the 
maintenance and operation of the project, whether owned by the licensee or by 
the United States, and located upon the project area, including such portable 
property as may be used and useful in connection with the project or any part 
thereof, whether located on or off the project area, if and to the extent that the 
inclusion of such property as a part of the project works is approved or acquiesced 
in by the Commission; also all other rights, easements, or interests, including 
riparian rights, the ownership, use, occupancy, or possession of which is necessary 
or appropriate in the maintenance and operation of the project or appurtenant 
to the project area. 

Db. The authorized installed capacity of the project is 96,500 horsepower. 

(C) This order shall become final within 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by section 313 (d) of 
the Federal Power Act, and failure to file such an application shall constitute 
acceptance of the license amendment. In acknowledgment of the acceptance of 
this license amendment, it shall be signed for the licensee and returned to the 
Commission within 60 days from the date of issuance of this order. 

Commissioner Draper not participating. 


Order authorizing issuance of short-term promissory notes 
El Paso Electric Co. 
Docket No. E-6509 
August 14, 1953 


El Paso Electric Co. (applicant), a corporation organized under the laws 
of the State of Texas, doing business in that State and in New Mexico, and having 
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its principal business office at El Paso, Tex., filed an application on July 20, and 
amendment thereto August 5, 1953, for an order, pursuant to section 204 of the 
Federal Power Act, authorizing the issuance of $5,000,000 aggregate amount of 
short-term promissory notes. 

Of the aggregate of $5,000,000 for which approval is herein requested, appli- 
cant proposes to issue $3,200,000 of notes prior to the end of 1953. The proceeds 
of such notes proposed to be issued during 1953 are to be used to retire $2,240,000 
of presently outstanding notes maturing October 30, December 29 and 31, 1953, 
and any additional notes issued prior to and maturing December 31, 1953 issued 
pursuant to order entered April 23, 1952, docket No. E-6422. The balance of the 
proceeds of notes issued in 1953, together with the proceeds of notes to be 
issued in 1954, will be used to reimburse the applicant for construction ex- 
penditures heretofore made and to continue construction program now in progress 
and that contemplated for 1954. All of said notes will bear interest at a rate per 
annum not in excess of 44 of one percent over the prime rate in effect at the 
time of the borrowing or renewal of the Ieans as the case may be. 

No underwriter’s or finder’s fees will be incurred or paid in connection with 
the proposed issue of notes. 

Written notice of the application has been given to the Railroad Commission of 
Texas, the Public Service Commission of New Mexico and to the Governor of 
each of those States. Notice of the application also was published in the Federal 
Register on July 25, 1953 (18 F. R. 4391) stating that any person desiring to be 
heard or to make protest with reference to the application should file a petition 
or protest on or before August 10, 1953. No protest or petition or request to be 
heard in opposition to the granting of such application has beer received. 

The New Mexico Public Service Commission by letter dated July 24, 1953, indi- 
cates that it has no jurisdiction over the issuance of the notes proposed by ap- 
plicant here involved. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission, as 
heretofore described and set out in the Commission’s order entered March 16, 1948, 
In the Matter of El Paso Electric Co., docket No. E-6122. 

(2) The proposed issuance of short-term notes is an issuance of securities 
within the purview of section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of which 
its security issues are regulated by a State commission within the meaning of 
section 204 (f) of the Federal Power Act, and the proposed issuance of securities 
is, therefore, not exempt by virtue of that section from the requirements of section 
204 of the act. 

(4) The proposed issuance of short-term notes described above will be in excess 
of 5 percent of the par value of other securities of the applicant and therefore will 
not be exempt by section 204 (e) from the requirements of section 204 (a) of 
the Federal Power Act. 

(5) The proposed issuance of short-term notes as hereinafter authorized will 
be for a lawful object, within the corporate purposes of the applicant and com- 
patible with the public interest, which is appropriate for and consistent with the 
proper performance by applicant of service as a public utility, and which will 
not impair its ability to perform that service, and is reasonably appropriate for 
‘such purposes. 

(6) The public notice given the aforesaid application is reasonable. 





















































ORDERS 1157 


The Commission orders: 





(A) The proposed issuance of short-term notes, in the aggregate amount of 
$5,000,000 upon the terms and conditions and for the purposes specified in the ap- 
plication, hereby is authorized subject to the provisions of this order. 

(B) This authorization to issue unsecured promissory notes for the purposes 
specified in the application shall expire unless the transactions hereby authorized 
are consummated on or before December 31, 1954. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any matter whatsoever which 
may come before this Commission or any other regulatory body, and nothing in 
this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obliga- 


tion on the part of the United States in respect of any securities to which this 
order relates. 


Commissioner Draper not participating. 


Findings and order authorizing and approving abandonment of facilities 
Northern Natural Gas Co. 
Docket No. G-2195 


August 19, 1953 





Northern Natural Gas Co. (applicant), a Delaware corporation having its 
principal place of business at Omaha, Nebr., filed on June 22, 1953, an application, 
supplemented on July 10, 1953, for an order pursuant to section 7 (b) of the 
Natural Gas Act, authorizing and approving the abandonment of certain natural- 
gas transmission facilities described in the application, as supplemented, as 
follows: 

1. Approximately 6.84 miles of 85-inch O. D. natural gas pipeline and ap- 
purtenances, including 0.27 miles of pipeline undercrossing the Missouri River, 
extending from a point of connection with applicant’s pipelines located in the 
NW, section 20, T. 74 N., R. 43 W., Pottawattamie County, lowa, in a north- 
westerly direction to a point in the SW section 23, T. 15 N., R. 13 E., Douglas 
County, Nebr., together with a measuring station located at the western 
terminus of such line, and approximately 52 feet of 12%-inch O. D. natural 
gas pipeline and appurtenances located at and extending from the point where 
said 85-inch pipeline terminates in said Douglas County, Nebr. 

2. Approximately 1,600 feet of 8%-inch O. D. natural gas pipeline and ap- 
purtenances, extending northward from a point of connection with the pipe- 
line specifically described in paragraph 1, above, in the NW, section 33, T. 
75 N., R. 44 W., Pottawattamie County, Iowa, to a point of connection in 
Government lot one in said section 33 with a pipeline extending westward 
across the Douglas Street bridge over the Missouri River. 

3. A regulator station located in Government lot one in section 33, T. 75 N., 
R. 44 W., Pottawattamie County, Iowa, and approximately 542 feet of 16- 
inch pipeline extending westwardly from said regulator station, and approxi- 
mately 1,174 feet of 14-inch pipeline and appurtenances extending westwardly 
upon the Douglas Street bridge across the Missouri River from an intercon- 
nection with said 16-inch pipeline, and terminating at the lower end of a 14-inch 
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riser which extends downward from said bridge near the west end thereof 
in Omaha, Douglas County, Nebr. 

4. The facilities owned by the applicant located on the premises of the 
Omaha Public Power District near Fourth and Jones Streets in the City of 
Omaha, and consisting of approximately 44 feet of 12%-inch pipeline and including 
a 10-inch meter run and a regulator setting, with building housing such setting. 

5. Facilities used by applicant for serving, directly, American Smelting & Re- 
fining Co., beginning at the lower end of the 14-inch riser referred to in paragraph 
3 above, and all pipe, valves and appurtenances downstream therefrom, approxi- 
mately 435 feet to and including the 6-inch orifice meter setting and building hous- 
ing the same. 

6. Approximately 466 feet of 6-inch pipeline extending northward from the 
outlet of the 6-inch orifice meter setting referred to in paragraph 5 above, which, 
with the pipeline referred to in paragraph 5 above, is all of the pipeline in section 
23, T. 15 N., R. 13 E., Douglas County, Nebr. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
August 18, 1953, respecting the matters involved and the issues presented by the 
application. 

Applicant has utilized the above-described facilities which it now seeks permis- 
sion to abandon in making direct sales of natural gas for industrial purposes to 
the American Smelting & Refining Co. and the Omaha Public Power District, 
both of which are located in Omaha, Nebr. Service to these customers has been, 
or will be, taken over by Metropolitan Utilities District of Omaha, which organiza- 
tion will render such service to the two industrial customers by means of its exist- 
ing distribution system in Omaha. The facilities sought to be abandoned, there- 
fore, will be of no further use to applicant. 

Portions of the above-described facilities will be abandoned by sale to Metro- 
politan Utilities District of Omaha, Council Bluffs Gas Co. and American Smelting 
& Refining Co. Other portions will be salvaged or abandoned in place. 

The original cost of all facilities, except the underwater river crossing de- 
scribed in (1) above, was $167,704.82 and the accrued depreciation is indicated 
to be $57,815.39. The original cost, less depreciation, amounts to $109,889.43. 
The river crossing, which was destroyed during the April, 1952 flood of the 
Missouri River, was removed from applicant’s plant account in the amount of 
$47,760.77. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
at Omaha, Nebr., owns and operates a natural-gas transmission pipeline system 
located in the States of Texas, Oklahoma, Kansas, Nebraska, Iowa, Minnesota, 
and South Dakota, and by such operations applicant is engaged in the trans- 
portation and sale of natural gas in interstate commerce for resale for ultimate 
public consumption, subject to the jurisdiction of the Commission, and is, there- 
fore, a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order of April 6, 1943, docket No. G- 
280, 3 F. P. C. 967. 

(2) The facilities hereinbefore described, which are proposed to be abandoned 
by applicant, are used for the transportation of natural gas in interstate com- 
merce, subject to the jurisdiction of the Commission, and the abandonment and 
disposal thereof by applicant are subject to the provisions of subsection (b) of 
section 7 of the Natural Gas Act. 

(3) The proposed abandonment of the facilities hereinbefore described is per- 
mitted by the public convenience and necessity, and permission and approval to 
abandon should be granted as hereinafter ordered and conditioned. 
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(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 C. F. R. 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) Applicant be and it is hereby granted permission and approval for the 
abandonment of the natural-gas facilities hereinbefore described, upon the terms 
and conditions of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, the 
date or dates on which said facilities are abandoned, removed, or sold as hereby 
“uthorized. 

Commissioners Digby and Draper not participating. 


irder amending order issuing certificates of public convenience and necessity 


ilgonquin Gas Transmission Co., Northeastern Gas Transmission Co., Texas 
Eastern Transmission Corp., Portland Gas Light Co., Biddeford & Saco Gas 
Co., Gas Service, Inc., Allied New Hampshire Gas Co., Greenfield Gas Light 
Co., Gardner Gas Fuel & Light Co., Athol Gas Co., Blackstone Valley Gas & 
Electric Co., Tennessee Gas Transmission Co. 


Docket Nos. G-1319, G-1568, G-1012, G-1554, G-1558, G-1559, G-1560, G—1576, 
G-1584, G-1655, G-—2077, G-2108 


August 20, 1953 


Upon further consideration of the opinion and order issued herein on August 
6, 1953, granting certificates of public convenience and necessity in these pro- 
ceedings, the Commission finds it appropriate and necessary to make the changes 
hereinafter ordered to conform said order to the opinion and findings in these 
matters. 

The Commission takes note also of the fact that Algonquin, subsequent to the 
issuance of opinion No. 259 herein, advised the Commission that an eleventh 
supplemental indenture to Algonquin’s first mortgage and deed of trust was 
executed on June 22, 1953, but dated as of June 1, 1953. This supplemental in- 
denture extends the date for the obtaining of a certificate by Algonquin from 
July 1, 1953, to September 1, 1953. It also extends from September 1, 1953, to 
November 1, 1953, the date for completion of facilities of Algonquin. Thus, con- 
trary to the statements made in said opinion No, 259 in these respects, it appears 
that an “event of default” has not occurred under Algonquin’s mortgage and 
deed of trust, as supplemented. 

The Commission orders: 

(A) Paragraph (C) of said order be and it is hereby amended to read as 
follows: 

A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Northeastern Gas Transmission Co. to construct and operate 
facilities for the purpose of establishing a connection with the facilities of 
Blackstone Valley Gas & Electric Co. and to sell and deliver to Blackstone up 
to a maximum of 10,812 M ec. f. of natural gas per day: Provided, however, 
That no such sale and delivery to Blackstone shall be made until and unless 
Blackstone files an application for and is granted a certificate, pursuant to 


section 7 (c) of the act, authorizing the operation of certain existing facilities 
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for the transportation of natural gas in interstate commerce and the sale of 
natural gas to the Blackstone Gas Co. for resale in the town of Blackstone, 
Mass. As a condition to the exercise of the rights granted under the certificate 
issued herein, Northeastern shall: 

(i) Within 15 days from the date of its acceptance of the order issued with 
opinion No. 259 on August 6, 1953, and this amendatory order, file an application 
for permission and approval, pursuant to subsection (b) of section 7 of the act, 
for the abandonment of the service now rendered by it to the Framingham divi- 
sion of the Worcester Gas Light Co. 

(ii) On or before September 4, 1953, accept in writing the certificate issued 
herein as hereby amended. 

(B) Paragraph (D) of said order be and it is hereby amended by the addition 
thereto of the following: 


As a condition to the exercise of the rights granted under the certificate issued 
herein, Tennessee shall : 

(i) Establish physical connection of its transportation facilities with the 
facilities of, and sell natural gas to North Penn Gas Co. up to a maximum annual 
volume of 5,500,000 M c. f. 

(ii) On or before September 4, 1953, accept in writing the certificate issued 
herein as hereby amended. 

(C) Except as herein amended, the aforesaid opinion and order issued herein 
on August 6, 1953, shall remain in full force and effect. 

Commissioners Digby and Draper not participating. 


Order further amending order issuing certificate of public convenience and 
necessity to provide for natural-gas service directly to Providence, Ky. 


’ 
Texas Gas Transmission Corp. 


Docket No. G—1847 


August 20, 1953 


The Commission, by its opinion No. 232 and order issued July 25, 1952, In the 
Matters of Texas Gas Transmission Corp., et al., docket No. G—1847, et. al., 
granted to Texas Gas Transmission Corp. (Texas Gas or company), in docket 
No. G-1847, a certificate of public convenience and necessity, pursuant to section 
7 of the Natural Gas Act, to construct and operate certain additional natural- 
gas transmission pipeline facilities designed to increase the daily sales capacity 
of the Texas Gas system to approximately 957,412 M ec. f. per day (15.025 pounds 
per square inch absolute). This certificate was granted upon, inter alia, the 
condition specified in subparagraph (B) (5), which provided: 

(B) As a condition attached to the exercise of the rights granted under 
the certificate issued herein, Texas Gas shall: 


* * * * * 


(5) Make available on a firm basis to the Morganfield Natural Gas Co. a 
maximum daily volume of 2,241 M ec. f. of natural gas, in the event the 
Commission should hereafter so order following decision upon the applica- 
tion of Morganfield at docket No. G—1935 for a certificate of public conven- 
ience and necessity: Provided, however, That, in such event, Morganfield 
shall make available to the city of Sturgis, Ky., volumes up to a maximum 
of 506 M c. f. per day, and to the city of Providence, Ky., volumes up to a 
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maximum of 622 M. ec. f. per day. The remainder of the total volume of 
2,241 M ec. f. to be available to Morganfield for distribution by it to con- 
sumers in the city of Morganfield, Diamond, Clay, Wheatcroft, and Sullivan, 
all in Ky. 


On June 22, 1953, the city of Providence, Ky. (Providence or the city), an 
intervener in docket No. G—1847, filed herein a motion requesting an amendment 
of the aforementioned subparagraph (B) (5) of the Commission’s opinion No. 
232 and order issued July 25, 1952, in docket No. G—1847, et al., to provide that 
Texas Gas make available directly to the city up to a maximum of 622 M ec. f. 
of natural gas per day; viz, the same volume that the Commission in the afore- 
said opinion and order had allocated to the Morganfield Co. for resale to 
Providence. A supplement to such motion was filed by the city on August 10, 
1953. The Morganfield Co., on the same date, filed in docket No. G-—1935, of 
which official notice is hereby taken, a motion requesting that its certificate 
application, as theretofore amended and supplemented therein, be further 
amended, altered and dismissed so far as it pertains to the city of Providence. 
That company’s motion concurs in and supports the request made by the city 
in its motion as supplemented. 

The city in such motion urges the Commission to amend its G—1847 order to 
allocate directly to the city the gas previously allocated indirectly to it in order 
that the city may proceed promptly with construction of its gas distribution 
system and the interconnecting pipeline (something less than 2 miles in length) 
between Texas Gas’ main pipeline and the city’s proposed facilities, and complete 
such construction during favorable weather conditions this summer and early fall. 
The city estimates that construction of its gas distribution system will require 
from 60 to 90 days, and of the required interconnecting line, between 1 and 2 
weeks. The city states that it will delay construction of the interconnecting pipe- 
line until after a Commission decision upon the Morganfield Co.’s application in 
docket No. G—1935. 

The city’s motion has been served upon the parties in docket No. G—1847, 
including, among others, Texas Gas and the Morganfield Co. No protests or 
objections have been filed. The city’s motion, as already noted, is supported 
by the Morganfield Co. Also, approval of the city’s motion has been recommended 
by Texas Gas. 

Upon consideration of the foregoing, the Commission’s aforementioned opinion 
No, 232 and order issued July 25, 1952 (particularly pp. 24-26, 82-85) in docket 
No. G—1847, et al., the matters of which official notice has been taken, the afore- 
said motion filed by Providence on June 22, 1953, as supplemented, and the entire 
record herein, the Commission finds: 

Good cause has been shown for granting, as hereinafter provided and ordered, 
the aforesaid motion of June 22, 1953, as supplemented, filed by the city of 
Providence, Ky. Such action is reasonable and in the public interest in carrying 


out the provisions of the Natural Gas Act, and is required by public convenience 
and necessity. 


The Commission orders: 

(A) The aforesaid motion by the city of Providence, Ky., as filed herein on 
June 22, 1953, as supplemented, be and the same is hereby granted upon the terms 
and conditions of this order, and subparagraph (B) (5) of the Commission’s 
aforesaid opinion No. 232 and order issued July 25, 1952, as heretofore amended, 
be and the same is hereby further amended to read as follows: 

(B) As a condition attached to the exercise of the rights granted under the 
certificate herein, Texas Gas shall: 
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(5) Make available on a firm basis to the: 

(i) Morganfield Natural Gas Co. a maximum daily volume of 1,619 M. c. f. 
of natural gas, in the event the Commission should hereafter so order following 
decision on the amended and supplemented application of the Morganfield Co. 
at docket No. G-1935 for a certificate of public convenience and necessity: Pro- 
vided, however, That, in such event, the Morganfield Co. shall make available to 
the city of Sturgis, Ky., volumes up to a maximum of 506 M ec. f. per day, the 
remainder of the total volume of 1,619 M c. f. to be available to the Morganfield 
Co. for distribution by it to consumers in the city of Morganfield, and the com- 
munities of Diamond, Clay, Wheatcroft, and Sullivan, all in Kentucky; and, 

(ii) City of Providence, Ky., a maximum daily volume of 622 M c. f. of natural 
gas for resale and distribution by it in such city and its environs: Provided, 
however, That this allocation and condition shall become null and void, unless 
hereafter otherwise ordered, in the event the city of Providence is unable to accept 
delivery of gas on or before January 1, 1954. 

(B) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by the Commission in any proceeding now pending or 
hereafter instituted. 

Commissioners Digby and Draper not participating. 


Findings and order directing connection of transportation facilities and issuing 
a certificate of public convenience and necessity 


United Gas Improvement Co. 
Docket No. G—-2145 
August 20, 1953 


On April 1, 1953, United Gas Improvement Co. (applicant) filed an application, 
which was supplemented on June 26, 1953, for an order pursuant to section 7 (a) 
of the Natural Gas Act directing The Manufacturers Light & Heat Co. (Manu- 
facturers) to establish a second physical connection of its natural-gas transporta- 
tion facilities with the distribution mains of applicant’s Reading division, without 
direction to sell any additional quantities of natural gas through such connection, 
and a certificate of public convenience and necessity pursuant to section 7 (c) of 
the Natural Gas Act, authorizing the construction and operation of the lateral 
pipeline facilities hereinafter described, required to make such physical 
connection. 

On April 14, 1953, a copy of the application was served by the Commission upon 
Manufacturers, which filed an answer with the Commission on May 4, 1953, 
stating that it has no objection to the establishment of the second physical con- 
nection requested by applicant, provided that applicant constructs a lateral 
pipeline to a suitable point of connection with the transportation facilities of 
Manufacturers, and provided that Manufacturers’ obligations to deliver natural 
gas are not increased thereby. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
August 18, 1953, respecting the matters involved and the issues presented by the 
application, as supplemented. No protest, request to be heard, or petition raising 
an issue of substance with respect to said application, as supplemented, has been 
received. 

Applicant currently receives natural gas from Manufacturers through a single 
existing pipeline extending from Millway to Reading, Pa., which has a maximum 
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capacity of approximately 7,000 M c. f. per day of natural gas. Applicant esti- 
mates the 1953-1954 natural-gas requirements of its Reading division will be 
approximately 10,600 M c. f. per day, and the 1953-1954 peak day natural-gas 
requirements of applicant’s entire system are estimated to be approximately 
42.840 M ec. f., of which Manufacturers is expected to supply approximately 
42,000 M ec. f. 

Applicant proposes to construct and operate a new 12-inch natural-gas trans- 
mission pipeline approximately 14 miles in length, extending from a point of 
connection with the 14-inch Coatesville-Port Jervis pipeline of Manufacturers to 
the Birdsboro, Pa., plant of Armorcast, Inc., an industrial customer of applicant. 
Applicant proposes to serve straight natural gas to Armorcast, Inc., which has an 
estimated peak day requirement in 1953-1954 of approximately 2,680 M ec. f. 
of natural gas, and to maintain the remainder of its Reading division on 800 
B. t. u. gas derived from natural gas by catalytic cracking in its Reading produc- 
tion plant, and by peak shaving. 

By means of the proposed facilities, applicant expects to be able to receive 
approximately 10,600 M ec. f. per day of natural gas from Manufacturers next 
winter rather than the 7,000 M ec. f. per day to which it is limited with its exist- 
ing facilities. Receipt of such increased volumes by means of the proposed 
facilities is expected to remove the necessity of constructing additional production 
facilities at an estimated cost of $1,000,000 and additional transmission facilities 
at an estimated cost of $1,000,000 which would be otherwise required to enable 
applicant to continue the distribution of 800 B. t. u. gas to all consumers in its 
Reading division, including Armorcast, Inc. 

The proposed facilities will have an estimated maximum capacity of approxi- 
mately 46,000 M c. f. per day at the pressures available from the existing facili- 
ties of Manufacturers. Applicant proposes to operate said facilities at pressures 
required to transport a maximum of approximately 3,692 M. c. f. per day, initially. 
Said facilities are expected to provide flexibility of operation required to enable 
applicant better to apportion available supplies of natural gas among its various 
divisions, even without the receipt of additional supplies of natural gas from 
Manufacturers, and to enable applicant to keep abreast of anticipated future 
requirements within the gas supplies available to it. 

No new Service is proposed to be rendered by means of the proposed facilities. 
Applicant does not presently propose to receive any increased volumes in the 
aggregate gas supplies to be provided to its system by Manufacturers by reason 
of the installation of the facilities herein proposed. 

Official notice is hereby taken of anticipated shortages in gas supplies expected 
to be available to Manufacturers to meet its estimated requirements, as indicated 
in recent proceedings before the Commission,’ and of limitations imposed upon 
the maximum daily volumes of natural gas which may be transported and de- 
livered by means of the presently authorized facilities of Manufacturers.? In 
these circumstances, it is deemed appropriate to provide that the authorization 
herein granted shall not be construed as requiring Manufacturers to meet the 
requirements of applicant beyond its ability to do so, or to authorize Manufac- 


1Docket No. G-—2058, In the Matter of Gulf Interstate Gas Co. docket Nos. G—1175, 
et al., In the Matters of Atlantic Seaboard Corp., et al. ; docket No. G—2109, United Gas 
Improvement Co., Complainant v. The Manufacturers Light & Heat Co., Defendant. 

2 Docket No. G—1175, et al., In the Matters of Atlantic Seaboard Corp., et al., presiding 
examiner’s decision issued on March 5, 1953, order, modifying, and affirming, as modified, 
initial decision of presiding examiner, issued on May 1, 1953, and order, in part denying, 
and in part granting, applications for rehearing and stay, and consolidating proceedings 
for purpose of hearing, issued on June 26, 1953, supra, p. 599. 
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turers to deliver volumes of natural gas in excess of any effective limitation upon 
transportation or delivery of natural gas imposed upon Manufacturers by the 
Commission. 

The estimated overall capital cost of the proposed facilities is $616,813, which 
applicant proposes to finance from cash on hand. 

The record shows that to enable applicant to utilize its proposed facilities, only 
metering and regulating facilities will need to be installed by Manufacturers. 

The Commission finds: 

(1) Applicant, a Pennsylvania corporation having its principal place of busi- 
ness at Philadelphia, Pa., owns and operates, among other facilities, a natural- 
gas transmission pipeline system located in the State of Pennsylvania, and by 
such operations is engaged in the transportation of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, and is, therefore, a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order issued on September 4, 1952, in docket 
No. G-1910, 11 F. P. C. 1257. 

(2) The facilities hereinbefore described which applicant proposes to con- 
struct and operate are proposed to be used in the transportation of natural gas 
in interstate commerce, subject to the jurisdiction of the Commission, and the 
construction and operation thereof by applicant are subject to the requirements 
of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities proposed by applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) It is necessary and desirable in the public interest that Manufacturers 
extend its transportation facilities to establish physical connection with the fa- 
cilities proposed to be constructed by applicant, without requiring Manufacturers 
to deliver and sell additional natural gas to applicant. 

(6) It is appropriate for carrying out the provisions of the Natural Gas Act 
to provide that the authorization to construct and operate the proposed facilities 
by applicant shall not be construed as directing Manufacturers to deliver and 
sell any additional natural gas to applicant nor as authorizing Manufacturers 
to transport and deliver any volumes of natural gas in excess of any limitations 
upon such transportation and delivery which heretofore, or which may, here- 
after, be imposed upon Manufacturers by the Commission. 

(7) To direct Manufacturers to establish a second physical connection of its 
transportation facilities with the proposed facilities of applicant, without di- 
rection to sell additional gas to applicant, as hereinafter ordered and condi- 
tioned, will not require the enlargement of the existing transportation facilities 
of Manufacturers nor will the establishment of such physical connection place 
an undue burden upon Manufacturers or impair its ability to render adequate 
service to its existing customers. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant, United Gas Improvement Co., to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application in this proceeding, for the transportation of natural gas as therein 


set forth, subject to the jurisdiction of the Commission, upon the terms and con- 
ditions of this order. 
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(B) Manufacturers shall establish a physical connection of its transportation 
facilities with the facilities herein authorized to be constructed and operated by 
applicant for the delivery of natural gas to applicant, without requirement that 
Manufacturers deliver any volumes which may be in excess of the aggregate 
volumes of natural gas which it is presently under contract to deliver to 
applicant. 

(C) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

Said certificate shall be void and without force or effect unless it be accepted 
in writing by United Gas Improvement Co. within 30 days from the date of the 
issuance of this order: Provided, however, That such acceptance may be filed 
within 30 days from the date of issuance of any order upon an application for 
rehearing, if any, of this order, or within 30 days from the date on which any 
such application may be deemed to have been denied when the Commission has 
not acted thereon: and Provided, further, That such acceptance may be filed 
within 30 days after final disposition of the judicial review of proceedings ini- 
tiated by any petition for review of this order. 

(D) The following conditions be and the same hereby are attached to the 
exercise of rights granted under the certificate issued in paragraph (A) hereof: 

(1) The construction of the facilities hereby authorized to be constructed by 
United Gas Improvement Co. shall be completed and actual performance of all of 
the operations hereby authorized shall be undertaken and regularly performed 
by said applicant no later than 6 months from the date of the issuance of this 
order. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following: 

(i) within 10 days after the bona fide beginning of construction, notice of the 
date of such beginning; 

(ii) three months after the date of the issuance of this order, a progress report 
showing the exact status of the construction hereby authorized ; 

(iii) within 10 days after the facilities hereby authorized have been con- 
structed and placed in operation, notice of the date of such placement, and 

(iv) within 6 months after the facilities hereby authorized have been con- 
structed and placed in operation and authorized operations have commenced, 2 
statement showing the actual cost of constructing said facilities by operating 
units, and showing separately the actual cost of labor, materials, rights-of-way, 
damages, surveys, engineering, inspection, overhead, interest during construction, 
contingencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimates of 
cost relied upon by applicant in this proceeding. 

(E) This order is without prejudice to any order or orders heretofore issued, 
or which may hereafter be issued by the Commission in docket Nos. G—1175, et al., 
In the Matters of Atlantic Seaboard Corp., et al., and in docket No. G—2109, 
United Gas Improvement Co., Complainant v. The Manufacturers Light & Heat 
Co., Defendant, and the authorization hereby granted shall not be construed as 
requiring The Manufacturers Light & Heat Co. to meet the requirements of 
United Gas Improvement Co. beyond its ability to do so, or to authorize The 
Manufacturers Light & Heat Co. to deliver volumes of natural gas in excess of 
any effective limitations upon transportation or delivery of natural gas which 
heretofore or hereafter may be imposed upon The Manufacturers Light & Heat 
Co. by the Commission. 

(F) The certificate issued to applicant in paragraph (A) of this order is not 
transferable in any manner and shall be effective only so long as applicant con- 
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tinues the operations authorized by this order in accordance with the provisions 


of the Natural Gas Act, as well as applicable rules, regulations, and orders 
of the Commission. 


Commissioners Digby and Draper not participating. 


Order authorizing and approving acquisition and merger or consolidation of 
facilities 


Lower Valley Power & Light, Inc. 
Docket Nos. E-6479 and E-6492 


August 21, 1953 


Lower Valley Power & Light, Inc. (applicant), a corporation organized and 
existing under the laws of the State of Wyoming as a nonprofit, membership, 
electric cooperative, having its principal business office at Freedom, Wyo., op- 
erating principally in Wyoming but also domesticated and conducting some opera- 
tions in the State of Idaho, filed applications on February 24 and April 23, 1953, 
and amendments thereto on May 25, July 13, and August 5, 1953, for an order in 
each instance, pursuant to section 203 of the Federal Power Act (act), authorizing 
it to acquire all of the facilities and properties of Star Valley Power & Light (Co. 
(E-6479) and Jackson Hole Light & Power Co. (E-6492). Among the properties 
sought to be acquired by applicant are those comprising project No. 1651, Star 
Valley, licensee, and those comprising projects Nos. 1198 and 1861, Jackson Hole, 
licensee. Under dates of September 18 and October 15, 1952, applicant, jointly 
with Star Valley and Jackson Hole, respectively, filed applications for the transfer 
of licenses referred to above—projects Nos. 1651, 1198, and 1861. Applicant re- 
quests concurrent disposition of its applications under consideration herein, 
and the joint applications for the transfer of licenses. 

The facilities and property proposed to be acquired by acquisition of the stock 
of Jackson Hole for $310,000 and declaration of a liquidating dividend, consist 
of two hydroelectric plants and one diesel unit at Flat Creek about ten miles from 
Jackson, having capacities of 640 kilovolt amperes and 90 kilovolt amperes, and 
two diesel units in the Cache Creek plant at Jackson, having total capacity of 2400 
kilowatts, together with transmission lines and distribution system serving 
Jackson, Wilson, South Park, Spring Gulch and North Wilson, automotive equip- 
ment, office furniture and equipment, material and supplies. 

By agreement dated as of August 14, 1952, between Star Valley Power & Light 
Co. by C. J. Call, and Lower Valley Power & Light, Inc., it is provided that in 
consideration of $285,000, as the base price, subject to closing adjustments, all of 
the outstanding stock of Star Valley is to be transferred to applicant and there- 
after Star Valley’s corporate existence is to be terminated. It is further provided 
that the consummation of the agreement is dependent upon the applicant acquiring 
all of the outstanding stock of Jackson Hole. 

The facilities and property proposed to be acquired by acquisition of the stock 
of Star Valley for $285,000, subject to adjustments, and liquidating dividend, 
consist of two hydroelectric plants in Swift Creek Canyon east of the town of 
Afton, having capacities of 800 kilowatts and 180 kilowatts, one diesel electric 
plant of 200 kilowatts capacity, transmission lines from said plants to Afton and 
the distribution system in Afton and its environs, together with automotive 
equipment, office furniture and equipment, material and supplies. 
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The proposed acquisition will give rise to electric plant acquisition adjust- 
ments of $190,295.31 and $124,901.33, respectively, as of December 31, 1952, which 
applicant proposes to charge to earned surplus, or an equivalent account. 

Written notice of the applications has been given to the Public Service Com- 
mission of Wyoming and Public Utilities Commission of Idaho and to the Gover- 
nor of each of those States. Notices were also published in the Federal Register 
on March 4, 1953 (18 F. R. 1218) and April 21, 1953 (18 F. R. 2301), stating that 
any person desiring to be heard or to make any protest with reference to the 
applications should file a petition or protest on or before March 18, 1953, with 
respect to Star Valley, docket No. E-6479, and on or before May 6, 1953, with 
respect to Jackson Hole, docket No. E-6492. By findings and order entered May 
6, 1953, in its docket Nos. 9223 and 9226, the Public Service Commission of 
Wyoming approved the transactions. No protest or petition or request to be 
heard in opposition to the granting of the applications has been received. 

The Commission finds: 

(1) Applicant, a corporation organized and existing under and by virtue of 
the laws of the State of Wyoming, is engaged in the business of generating, trans- 
mitting and distributing electric energy. It owns and operates, among others, 
facilities for the transmission of electric energy which is generated in Wyoming 
and transmitted therefrom and consumed at points in Idaho, which facilities are 
in addition to, and do not include facilities used for the generation of electric 
energy, facilities used in local distribution or only for the transmission of electric 
energy consumed wholly by the transmitter. Applicant is, therefore, a public 
utility within the meaning of that term as used in section 203 of the act. 

(2) By each of the proposed acquisitions of facilities, applicant will merge or 
consolidate its facilities subject to the jurisdiction of the Commission with those 
of the present owner, another person within the meaning of that term as used 
in section 203 of the act, and such merger or consolidation is subject to the re- 
quirements of said section 203. 

(3) The proposed merger or consolidation of facilities, as hereinafter aut! or- 
ized, will result in applicant’s operation of the properties in question as an inte- 
gral part of its electric utility plant so as to furnish adequate, dependable and 
economical electric service to the public in the areas concerned and will be con- 
sistent with the public interest. 

The Commission orders: 

(A) The proposed acquisitions and mergers or consolidations of facilities by 
applicant be and the same hereby are authorized and approved upon the terms 
and conditions set forth in the application, as amended, subject to the provisions 
of this order. 

(B) Applicant shall charge to its account 271, earned surplus, or equivalent 
account, the aggregate of the excess of purchase price over the depreciated orig- 
inal cost of the property and facilities acquired from Star Valley and Jackson 
Hole, within 60 days after the consummation of the transactions. 

(C) This authorization shall expire unless the transactions are consummated 
within 60 days from the entry of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 


Commission or any other regulatory body with respect to rates, service, accounts, 


valuation, estimates or determinations of cost, or any matter whatsoever which 

may come before this Commission or any other regulatory body, and nothin in 

this order shall be construed as an acquiescence by this Commission in any esti- 

mate or determination of cost or any valuation of property claimed or 
Commissioners Digby and Draper not participating. 


asserted. 
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Order authorizing and approving acquisition and merger or consolidation of 
facilities 


Louisiana Power & Light Co. 
Docket No. E-6508 
August 21, 19538 


Louisiana Power & Light Co. (applicant), a corporation organized and existing 
ander the laws of the State of Florida and qualified to do business in the State 
of Louisiana, having its principal place of business at New Orleans, La., a 
subsidiary of Middle South Utilities, Inc., a registered holding company, filed 
its application on July 20, and amendment thereto on July 30, 1953, for an order 
disclaiming jurisdiction or, in the alternative, an order, pursuant to section 203 
of the Federal Power Act (act), authorizing the acquisition of electric facilities 
in and adjacent to the city of Bogalusa, La., and to merge or consolidate its 
facilities with those proposed to be acquired. 

By agreement dated July 10, 1953, entered into by and between applicant and 
Gaylord Container Corp., (Gaylord), a corporation organized and existing under 
the laws of the State of Maryland, qualified to do business in the State of 
Louisiana and engaged primarily in the manufacture of pulp, paper, containers 
and other industrial nonelectric operations, it is provided that for a considera- 
tion of $1,350,000, cash, subject to closing adjustments, Gaylord will transfer 
all of its electric distribution system in and adjacent to the city of Bogalusa, to 
applicant which will thereafter continue to use such facilities to render the 
service theretofore furnished by Gaylord incident to its industrial operations 
referred to above. 

The facilities of Gaylord proposed to be transferred have been interconnected 
with the facilities of applicant which has supplied a part of Gaylord’s power 
requirements since 1930. 

The application shows that as of April 30, 1953, the books of Gaylord dis- 
closed an aggregate undepreciated investment in plant of $1,109,199.86, construc- 
tion work in progress in the amount of $10,123.01 and reserves for depreciation 
of distribution and transmission lines and of transportation equipment in the 
amounts of $182,428.11 and $23,079.26, respectively. In terms of the base con- 
sideration of $1,350,000 there is an excess of purchase price over the depreciated 
original cost of facilities and property acquired of approximately $435,000 which 
results in an acquisition adjustment to be accounted for and disposed of by 
applicant in like amount. 

Upon consummation of the proposed merger applicant will continue the use 
of the facilities to be acquired, making them an integral part of its system. The 
operation of the facilities in question has been more or less of an incident of 
Gaylord’s larger industrial operations in the manufacture of pulp, paper and 
containers. It is the plan of applicant to integrate such facilities into its system 
which is primarily devoted to public service. 

Written notice of the application has been given to the Public Service Commis- 
sion of Louisiana and to the Governor of that State. Notice was also published 
in the Federal Register July 25, 1953 (18 F. R. 4891), stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before August 10, 1953. No protest or 
petition or request to be heard in opposition to the granting of such application 
has been received. 

The Louisiana Public Service Commission by order entered July 20, 1953, 
approved the acquisition by applicant of the distribution facilities in and around 
Bogalusa, La., from Gaylord for the base consideration of $1,350,000. 
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The Commission finds: 
(1) Applicant, a corporation, is a public utility within the meaning of section 
203 of the act subject to the jurisdiction of the Commission as heretofore de- 
scribed and set forth in the Commission’s order entered October 26, 1943, In the 
Matter of Louisiana Power & Light Co., docket No. IT-5853, 4 F. P. C. 397. 

(2) By the proposed transaction applicant will merge or consolidate its 
facilities subject to the jurisdiction of the Commission with the facilities of 
another person within the meaning and subject to the requirements of section 
203 of the act. 

(3) The proposed merger or consolidation of facilities will be consistent with 
the public interest as expressed in the act. 

(4) The foregoing transaction discloses an excess of purchase price over the 
depreciated original cost of facilities and property acquired in the approximate 
amount of $435,000 which should be disposed of by applicant as hereinafter 
ordered. 

(5) The foregoing described transaction having been exempted from the 
requirements of the Public Utility Holding Company Act of 1935 by virtue of 
the operation of section 9 (b) (1) thereof is not exempt from the requirements 
of section 203 of the Federal Power Act by virtue of section 318 thereof. 

The Commission orders: 

(A) The proposed transaction whereby applicant will merge or consolidate 
its facilities with those to be acquired from Gaylord hereinbefore referred to is 
authorized and approved upon the terms and conditions set forth in the applica- 
tion subject to the provisions of this order. 

(B) Applicant shall record the electric facilities and properties acquired from 
Gaylord as provided in the Commission’s uniform system of accounts prescribed 
for public utilities and licenses and shall dispose of the amount properly classi- 
fiable in account 100.5, electric plant acquisition adjustments, by amortization 
over the remainder of the period, terminating December 31, 1957, in which appli- 
cant is amortizing its other acquisition adjustments by equal annual charges to 
account 537, miscellaneous amortization. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummeted within 90 days from the date of issuance of this order. 

(D) The request for the dismissal of the application for want of jurisdiction 
be and the same hereby is denied. 

(E) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any matter whatsoever which 
may come before this Commission or any other regulatory body, and nothing in 
this order shall be construed as an acquiescence by this Commission in any esti- 
mate or determination of cost or any valuation of property claimed or asserted. 
Commissioners Digby and Draper not participating. 


Findings and order issuing certificate of public convenience and necessity 
and permitting and approving abandonment 


Southern Natural Gas Co. 
Docket No. G-2196 
August 21, 1953 


On June 22, 1953, Southern Natural Gas Co. (applicant), a Delaware corpo- 
ration having its principal place of business at the Watts Building, Birming- 
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ham, Ala., filed an application pursuant to section 7 of the Natural Gas Act 
for a certificate of public convenience and necessity authorizing the construc- 
tion and operation of 9.5 miles of 6-inch pipeline. The application also re- 
quests an order permitting and approving abandonment and removal of ap- 
plicant’s Beacon Light compressor station, a 170-horsepower installation which 
would be unnecessary upon completion of the proposed new pipeline facilities, 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
August 14, 1953, respecting the matters involved and the issues presented 
by the application. No protest to the granting of the application has been 
received. 

The 9.5 miles of 6-inch pipeline with appurtenant pressure regulators which 
applicant proposes to construct from a point on its 16-inch South line to con- 
nect with its existing 4-inch tap line near Thomaston, Ga., will enable applicant 
to maintain and improve peak period service to the communities of Thomaston 
and Barnesville, Ga., as well as the city of Atlanta, Ga. 

The estimated cost of the proposed facilities is $207,100, to be financed by 
applicant from funds on hand and the estimated salvage value of the Beacon 
Light compressor station is $17,464. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
at the Watts Building Birmingham, Ala., owns and operates, among other 
facilities, a natural-gas transmission pipeline system located in the States of 
Texas, Louisiana, Mississippi, Alabama, and Georgia, and by such operations 
is engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdiction of the 
Commission, and is, therefore, a “natural-gas company” within the meaning 
of the Natural Gas Act, as heretofore found by the Commission in its order 
of October 6, 1942 in docket No. G-296, 3 F. P. C. 822. 

(2) The facilities proposed to be abandoned and removed, as heretofore de- 
scribed, are used in the transportation of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, and the abandonment thereof by 
applicant is subject to the requirements of subsection (b) of section 7 of the 
Natural Gas Act. 

(3) Such abandonment by applicant, as heretofore described, is permitted 
by the public convenience and necessity, and an order authorizing and approving 
the same should be issued as hereinafter ordered. 

(4) The facilities proposed to be constructed, as hereinbefore described, are 
proposed to be used in the transportation of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, as integral parts of applicant's 
existing pipeline system, and the construction and operation thereof by applicant 
are subject to the requirements of subsections (c) and (e) of section 7 of the 
Natural Gas Act. 

(5) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of the 
Commission thereunder. 

(6) The proposed construction and operation of the facilities by applicant, as 
heretofore described, are required by the public convenience and necessity and a 
certificate therefor should be issued as hereinafter ordered and conditioned. 

(7) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of section 1.32 (b) (18 C. F. R. 
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1.32 (b)) of the Commission’s rules of practice and procedure having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final de- 
cision in the instant proceeding. 

The Commission orders: 

(A) Applicant be and it is hereby granted permission and approval for the 
abandonment of the natural-gas facilities hereinbefore described, upon the terms 
and conditions of this order. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued to applicant authorizing it to construct and operate the facilities herein- 
before described, all as more fully described in the application. 

(C) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (B) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by applicant within 30 days from the issue date of the order issuing such 
certificate: Provided, however, That if an application for rehearing of such 
order is filed in accordance with section 19 of the Natural Gas Act, such acceptance 
shall be filed within 30 days from the issue date of the order of the Commission 
upon the application for rehearing or within 30 days from the date on which 
such application may be deemed to have been denied when the Commission has 
not acted on such application within 30 days after it has been filed: Provided, 
further, That if a petition for review is filed in accordance with the provisions of 
section 19 of the Natural Gas Act, such acceptance shall be filed within 30 days 
after final disposition of the judicial review proceedings thus initiated. 

(D) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate issued in paragraph (B) hereof: 

(1) The construction hereby authorized shall be commenced within 60 days 
after the issuance of this order and shall be completed and actual operations there- 
under commenced by applicant not later than one month subsequent to beginning 
of construction. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following: 

(i) within 10 days after bona fide beginning of construction, notice of date of 
such beginning ; 

(ii) within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of 
the date of such placement and commencement ; 

(iii) within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement showing 
the actual cost of constructing authorized facilities, and showing separately the 
actual cost of labor, materials, rights-of-way, damages, surveys, engineering, 
inspection, overhead, interest during construction, contingencies, and all other 
items of cost, together with a statement showing and explaining the cause for 
any difference between actual cost and estimate of costs relied upon herein by 
applicant. 

(E) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations hereby authorized and in 
accordance with the provisions of the Natural Gas Act, as well as any applicable 
rules, regulations, or orders of the Commission. 
Commissioners Digby and Draper not participating. 
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Order approving transfer of licenses (major) 
Jackson Hole Light & Power Co. and Lower Valley Power & Light, Inc. 
Projects Nos. 1198 and 1861 


August 21, 1953 


A joint application was filed October 15, 1952, by Jackson Hole Light & Power 
Co., licensee for major projects Nos. 1198 and 1861, and Lower Valley Power & 
Light, Ine., of Freedom, Wyo., for approval of transfer of the licenses for the 
projects from the former to the latter. 

The licenses for the projects, affecting lands of the United States within the 
Teton National Forest and lands of the United States reserved for an elk refuge 
in Teton County, Wyo., were issued October 19, 19382, and February 1, 1944, re- 
spectively, to Jackson Hole Light & Power Co. for a period of 50 years. 

The Commission finds: 

(1) The proposed transferee is a corporation organized under the laws of the 
State of Wyoming and has submitted satisfactory evidence of compliance with 
the requirements of all applicable State laws insofar as necessary for the opera- 
tion of the projects. 

(2) Approval of transfer of the licenses for the projects as hereinafter pro- 
vided will not be inconsistent with the public interest. 

The Commission orders: 

(A) The transfer of the licenses for projects Nos. 1198 and 1861 from Jackson 
Hole Light & Power Co. to Lower Valley Power & Light, Inc. is hereby approved, 
effective as of the date of conveyance of the project properties, subject to section 
9.3 of the Commission's regulations under the Federal Power Act, provided that 
the new licensee shall be subject to all the conditions of the licenses and to all 
the provisions and conditions of the act to the same extent as though it were the 
original licensee, and subject to the further condition that the net investment in 
the projects shall not be increased on account of the transfer. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act, 
and failure to file such an application shall constitute acceptance by Lower Val- 
ley Power & Light, Inc. of the licenses for projects Nos. 1198 and 1861. In ac- 
knowledgment of the acceptance of these licenses, this instrument shall be signed 
on behalf of Lower Valley Power & Light, Inc., the new licensee, and returned to 
the Commission within 60 days from the date of issuance of this order. 

Commissioners Digby and Draper not participating. 


Order approving transfer of license (major) 
Star Valley Power & Light Co. and Lower Valley Power & Light, Inc. 
Project No. 1651 


August 21, 1953 


A joint application was filed September 18, 1952, by Star Valley Power & Light 
Co., licensee for major project No. 1651, and Lower Valley Power & Light, Inc., 
of Freedom, Wyo., for approval of transfer of the license for the project from 
the former to the latter. 
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The license for the project, affecting lands of the United States within the 
Bridger (formerly Wyoming) National Forest, in Lincoln County, Wyo., was is- 
sued December 1, 1942, to Star Valley Power & Light Co. for a period of 50 years. 

The Commission finds: 

(1) The proposed transferee is a corporation organized under the laws of the 
State of Wyoming and has submitted satisfactory evidence of compliance with 
the requirements of all applicable State laws insofar as necessary for the opera- 
tion of the project. 

(2) Approval of transfer of the license for the project as hereinafter provided 
will not be inconsistent with the public interest. 

The Commission orders: 

(A) The transfer of the license for project No. 1651 from Star Valley Power 
& Light Co. to Lower Valley Power & Light, Inc. is hereby approved, effective as 
of the date of conveyance of the project properties, subject to section 9.3 of the 
Commission’s regulations under the Federal Power Act, provided that the new 
licensee shall be subject to all the conditions of the license and to all the provi- 
sions and conditions of the act to the same extent as though it were the original 
licensee, and subject to the further condition that the net investment in the proj- 
ect shall not be increased on account of the transfer. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act, 
and failure to file such an application shall constitute acceptance by Lower Val- 
ley Power & Light, Inc., of the license for project 1651. In acknowledgment of 
the acceptance of this license, this instrument shall be signed on behalf of Lower 
Valley Power & Light, Inc., the new licensee, and returned to the Commission 
within 60 days from the date of issuance of this order. 

Commissioners Digby and Draper not participating. 


Order approving revised project exhibits and adjusting installed horsepower 
capacity 


South Carolina Electric & Gas Co. 
Project No. 1895 


August 21, 1953 

















On June 1, 1953, South Carolina Electric & Gas Co., licensee for major project 
No. 1895, filed page 4 of exhibit M revised May 27, 1953, to reflect in the license 
the installed capacity of the project. The licensee also has authorized the Com- 
mission’s staff to revise exhibit L-2 (F. P. C. No. 1895-4) of the license to show 
the correct installation. 

It appears that amendment No. 2 to the license had authorized the replacement 
of two obsolete generating units with two units having generators with a capacity 
of 1,600 kilowatts each, whereas the generators actually installed had a capacity 
of only 1,300 kilowatts each, as reflected in page 4 of the revised exhibit M. 

The effect of approving the revised exhibits will be to show a decrease in the 
installed horsepower capacity in the project from 15,800 horsepower to 15,000 
horsepower. 

The Commission finds: 

(1) Exhibit M, page 4, revised May 27, 1953, and exhibit L-2 (F. P. C. No. 
1895-4), revised in the Commission as authorized by the licensee, conform to the 


1174 FEDERAL POWER COMMISSION 


Commission’s rules and regulations, and superseded exhibit M, page 4, revised 
April 5, 1951, now part of the license for project No. 1895, should be eliminated 
therefrom. 

(2) Paragraphs (b) and (d) of article 2 and article 15 of the license should 
reflect the changes shown by the revised exhibits, as hereinafter provided. 

The Commission orders: 

(A) The revised exhibits referred to in finding (1) above as having been 
filed on June 1, 1953 or revised in the Commission, are hereby reapproved as 
part of the license for project No. 1895, and superseded exhibit M, page 4, revised 
April 5, 1951, is hereby excluded from the license, and paragraphs (b) and (d) 
of article 2 and article 15 of the license are hereby revised to read as follows: 

Article 2. 

(b) All project works, consisting of a dam and diversion works, a reservoir, 
the Columbia Canal, and a powerhouse having an installed capacity of 10,600 
kilowatts in 7 units and appurtenant equipment, the location, nature, and char- 
acter of which are more specifically shown and described by the exhibits herein- 
before cited and by certain other exhibits which also formed part of the applica- 
tion for license or for amendment thereof, and which are designated and de- 
scribed as follows: 

Exhibit L-1—(F. P. C. No. 1895-3) entitled “Plan and elevations of dam and 
canal headgates”’. 

Erhibit L-2—(F. P. C. No. 1895-4) entitled “Plan and elevations of power 
plant structure, typical section through unit’, revised April 9, 1951 and in ae- 
cordance with letter dated May 29, 1953. 

Echibit L-3.—(F. P. C. No. 1895-5) entitled “Spillway in canal bank”. 

Exhibit M.—A statement in 4 sheets entitled “General description of mechani- 
cal and electrical equipment”, of which pages 2 and 3 were revised April 2, 1943, 
and page 4 was revised May 27, 1953. 


(d) The authorized installed capacity of the project is 15,000 horsepower. 


Article 15. The licensee shall pay to the United States the following annual 
charges: 


For the purpose of reimbursing the United States for the costs of administra- 
tion of part I of the act, 1 cent per horsepower on the authorized installed 
capacity (15,000 horsepower), plus 2% cents per 1,000 kilowatt-hours of gross 
energy generated by the project during the calendar year for which the charge 
is made. 

Commissioner Draper not participating. 


Order approving revised exhibits and adjusting annual charges 
The California Oregon Power Co. 
Project No. 1927 
August 21, 1953 
On February 24, 1953, and May 11, 1953, The California Oregon Power Co., 
licensee for project No. 1927, filed revised Exhibits J. K, L and M for the Fish 


Creek Development for Commission approval. The revised exhibits and the ex- 
hibits superseded thereby are described as follows: 
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FISH CREEK DEVELOPMENT 


Evrhibit J-14: (F. P. C. No. 1927-131) a general map superseding Exhibit J-7 
(F. P. C. Nos. 1927-56 and —57) ; 

Erhibit K-18: (F. P. C. Nos. 1927-132 to -135, incl.) detailed land maps 
showing project boundary and project area superseding Exhibit K-9 (F. P. C. 
Nos. 1927-58 and —59) ; 

Evhibit L-18: (F. P. C. Nos. 1927-136, -137, -139 and -151) showing design of 
project works superseding Exhibits L-8 and L-9 (F. P. C. Nos 1927-61, -62 and 
-63) ; and 

Exhibit M—11: General description of equipment for Fish Creek Development 
superseding Exhibit M-4. 

The effect of approval of Exhibit K-18 will be to reduce the area of National 
Forest land affected by the project from 1590 acres to 160.05 acres with a conse- 
quent reduction in the annual charges specified in the license for project No. 
1927 for the use and occupancy of lands of the United States. 

The principal effect of approval of Exhibit L-18 is to show in the license the 
relocation of the diversion dam as being located upstream from the diversion 
dam originally proposed, and consisting of a temporary earthen dam with a low 
timber-crib overflow spillway section having a capacity of 3,500 second-feet with a 
freeboard of about 3 feet. 

The Commission finds: 

(1) The aforesaid revised exhibits filed February 24, 1953, and May 11, 1953, 
conform to the Commission’s rules and regulations. 

(2) The amount of annual charges specified in article 27 of the license, as 
amended, should be adjusted to reflect the decrease in the area of lands of the 


United States occupied by the project, and the annual charge hereinafter imposed 
is reasonable. 


The Commission orders: 

(A) The revised exhibits referred to in finding (1) above are hereby approved 
as part of the license for project No. 1927, and superseded Exhibit J-7 (F. P. C. 
Nos. 1927-56 and -57), Exhibit K-9 (F. P. C. Nos. 1927-58 and -—59), and Exhibits 
L-8 and L-9 (F. P. C. Nos. 1927-61, -62 and -63), and Exhibit M—4, are hereby ex- 
cluded from the license, so that that part of paragraph (b) of article 2 referring to 
the Fish Creek Development should now read as follows: 

Article 2. (b) All project works consisting principally of : 








FISH CREEK DEVELOPMENT 


An earthfill dam about 15 feet high with a low timber-crib spillway section 
across Fish Creek, creating a pond with an area of approximately 10 acres; a con- 
duit about 25,660 feet long consisting principally of concrete-lined canal and 
timber flume; an open forebay with capacity of 60 acre-feet; a steel penstock 
about 1910 feet long; a powerhouse located on the North Umpqua River between 
Toketee powerhouse and Slide Creek diversion dam containing a 15,400-horse- 
power turbine connected to a 11,000-kilowatt outdoor-type generator; an outdoor 
substation; a 132,000 volt transmission line about 175 feet long connecting the 
substation with the licensee’s Slide Creek-Toketee transmission line; the location, 
nature and character of which project works are more specifically shown and 
described by the exhibits hereinbefore cited for the development and by certain 
other exhibits which formed part of the applications for amendment of the license 
and which are designated and described as follows: 

Exhibit L—18: Sheet No. 1 (F. P. C. No. 1927-136) Forebay Plan and Sections; 
Sheet No. 2 (F. P. C. No. 1927-137) Penstock Plan and Profile; Sheet No. 3 (Re- 
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vised) (F. P. C. No. 1927-151) Diversion Dam Plan and Sections, Conduit Sec- 
tions; Sheet No. 4 (F. P. C. No. 1927-139) Powerhouse Plan and Sections; and 

Evrhibit M-11: Two typewritten pages entitled “Revised General Description 
and Specifications of Equipment-Fish Creek Development” filed in the Commis- 
sion February 24, 1953. 

(B) The annual charge fixed in article 27 of the license, as amended, insofar 
as it relates to the Fish Creek Development, is hereby adjusted so that the said 
article now reads as follows: 

Article 27. The licensee shall pay to the United States the following annual 
charges: 

(i) Effective July 1, 1952, for the purpose of reimbursing the United States 
for the costs of administration of Part I of the Act, one (1) cent per horsepower 
on the authorized installed capacity (169,200 horsepower) plus two and one-half 
(2%) cents per 1,000 kilowatt-hours of gross energy generated by the project 
during the calendar year for which the charge is made ; 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, excluding those used only for transmission line right- 
of-way, for: the Toketee development, $726.30 effective January 30, 1947; the 
Slide Creek development, $246.52 effective January 1, 1950; the Soda Springs 
development, $261.44 effective January 1, 1950; the Fish Creek development, 
$320.10 effective July 1, 1950: and the Clearwater No. 1 and No. 2 developments, 
$5,340.00 effective July 1, 1952; and 

(iii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands used for transmission-line right-of-way only, $216.96 
effective January 30, 1947. 

Commissioner Draper not participating. 


Supplemental order determining emergency and granting eremption for use 
of interconnections 


Tennessee Valley Authority, Public Service Co. of Indiana, Inc., Atomic Energy 
Commission, The Dayton Power & Light Co., Indianapolis Power & Light Co., 
Southern Indiana Gas & Electric Co., Northern Indiana Public Service Co. 


Docket No. E-6364 


August 27, 1953 


By order entered July 17, 1951, in this docket, the Commission found and 
determined that an emergency existed on the system of Tennessee Valley Author- 
ity by reason, among others, of the load requirements of the Oak Ridge and 
Wabash plants of the Atomic Energy Commission. Exemptions were granted 
pursuant to section 202(d) of the Federal Power Act to The Dayton Power & 
Light Co. (Dayton), Indianapolis Power & Light Co. (Indianapolis), Southern 
Indiana Gas & Electric Co. (Southern Indiana) and Northern Indiana Public 
Service Co. (Northern Indiana) until June 30, 1952, for the use of the intercon- 
nections referred to therein for service to the Oak Ridge plant and until June 30, 
1953, for the requirements of the AEC Wabash plant, presently under construction 
near Terre Haute, Ind. By supplemental order entered July 22, 1952, the use of 
the foregoing interconnections was authorized to June 30, 1953, and the exemp- 
tions theretofore granted by reason of the use of said interconnections were 
extended to June 30, 1953. 
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By supplemental application filed July 23, 1953, by TVA and joined in by AEC 
and the foregoing companies, it is requested that the Commission find and 
determine that the emergency referred to in the order of July 17, 1951, continues 
and to extend the exemptions heretofore granted for an additional period of 2 
years through June 30, 1955. In support of their request, applicants state that 
the AEC load at Oak Ridge has increased from 700,000 kilowatts to 1,730,000 
kilowatts since the filing of the supplemental application and in addition AEC 
has initiated construction of a new plant near Paducah, Ky., known as the 
Paducah plant, which will require 1,940,000 kilowatts of which TVA has con- 
tracted to supply 1,205,000 kilowatts and Electric Energy, Inc. (EEI) 735,000 
kilowatts. In order to enable TVA to supply AEC’s requirements at Oak Ridge 
and Paducah, TVA is constructing the Shawnee steam plant near Paducah which 
is to have 4 units of 135,000 kilowatts each, the first of which is expected to be 
in service by November 1954 and the others at intervals up to April 1955, 2 units 
in the Kingston plant aggregating 370,000 kilowatts expected to be in service in 
December 1954 and February 1955, 2 units in the John Sevier plant with a total 
of 365,000 kilowatts due to be completed in June and September 1955, and 2 units 
in the Gallatin plant aggregating 460,000 kilowatts expected to be available for 
service in November 1955 and January 1956. Due to delays in delivery of neces- 
sary material and equipment to EEI, it may be necessary for TVA to supply part 
of EEI’s share of the Paducah load for several months. 

The Commission finds and determines: 

(1) An emergency exists within the meaning of section 202 (d) of the Federal 
Power Act in the system of TVA by reason of the unprecedented increase in the 
demand for electric energy and the shortage of generating and transmission equip- 
ment and facilities necessary to carry adequately the increased loads of AEC at 
its Oak Ridge and Paducah plants. 

(2) The number and locations of the interconnections enumerated in the orders 
of July 17, 1951, and July 22, 1952, proposed to be utilized to meet the anticipated 
load requirements of AEC at its Oak Ridge and Paducah plants, have been modi- 
fied by the deletion therefrom of : 

Truesdelle Avenue interconnection point located at Truesdelle Avenue and the 
Pere Marquette Railroad in La Porte, Ind.; Boston Street interconnection point 
located at Boston and Brighton Streets in La Porte, Ind.; Lafayette interconnec- 
tion point located in the northwesterly part of the Longlois reserve, township 23 
north, range 4 west, of the Second principal meridian, Tippecanoe County, Ind., 
and modified by the addition to the interconnections enumerated in the previous 
orders of: 

Lafayette interconnection point located on the south bank of the Wabash River 
where Northern Indiana’s single circuit 132,000-volt line extending from its 
Monticello substation connects to Public Service Co. of Indiana, Inc.’s line 
extending from its Lafayette substation; Delphi interconnection point located in 
section 34, township 36 north, range 3 west, Carroll County, Ind., where Northern 
Indiana’s 33,000-volt line extending from its Monticello substation connects to 
Public Service Co. of Indiana, Inc.’s line extending from its Delphi Substation. 

The interconnections enumerated in the orders referred to above as herein 
modified are all in place and available for the service contemplated. 

(3) The maintenance and use of the interconnections described above for the 
purposes hereinafter authorized may involve the transmission and sale at whole- 
sale of electric energy in interstate commerce within the meaning of section 201 
of the act. 

(4) The maintenance and use of the interconnections referred to in the order 
of July 17, 1951 with the above modifications, for the purposes of making available 
to TVA a maximum of 100,000 kilowatts capacity to alleviate the emergency with 
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respect to the ADC Oak Ridge and Paducah plants, from June 30, 1953, through 
June 30, 1955, or the earlier termination of the emergency, as hereinafter 
approved, will help serve the emergency needs of TVA and be desirable in the 
public interest as expressed in the Act. 

The Commission orders: 

(A) The use and maintenance of the interconnections as set forth in the fore- 
going findings is approved. 

(B) Such maintenance and use of the interconnections shall not affect the 
status of Dayton, Indianapolis, Southern Indiana or Northern Indiana under the 
Federal Power Act. 

(C) Dayton, Indianapolis, Southern Indiana and Northern Indiana shall each 
on or before the 15th of each month report to the Commission the amounts of 
electric energy transferred over the interconnections for the purposes herein 
authorized, as well as such other information as the Commission may from time 
to time require. 

Commissioner Draper not participating. 


Supplemental order determining emergency and granting exemption for use of 
interconnections 


Tennessee Valley Authority, Atomic Energy Commission, The Cleveland Electric 
Illuminating Co., Columbus & Southern Ohio Electric Co., Duquesne Light Co., 
The Toledo Edison Co. 

Docket No. E-6369 


August 27, 1953 


By order entered July 27, 1951, in this docket, the Commission found and 
determined that an emergency existed on the system of Tennessee Valley Au- 
thority by reason, among others, of the load requirements of the Oak Ridge 
plant of the Atomic Energy Commission. Exemptions were granted pursuant 
to section 202 (d) of the Federal Power Act to The Cleveland Electric Illumi- 
nating Co. (Cleveland Co.), Columbus & Southern Ohio Electric Co. (Columbus 
Co.), Duquesne Light Co. (Duquesne) and The Toledo Edison Co. (Toledo Co.), 
until June 30, 1952, for the use of the interconnections referred to therein for 
service to the Oak Ridge plant. By supplemental orders entered October 29, 
1951, and January 15, 1952, exemptions were granted to Union Carbide & Carbon 
Corp. (Union Carbide) until June 30, 1952, for the use of the interconnection 
between it and Cleveland Co. and The Marietta Electric Co. (Marietta Co.) 
at Ashtabula, and Riverview, Ohio, respectively, in assisting the respective 
electric companies in the supply of energy to alleviate the emergency referred 
to. By supplemental orders entered July 22 and 29, 1952, the use of the fore- 
going interconnections was authorized to June 30, 1953, and the exemptions 
theretofore granted by reason of the use of said interconnections were extended 
to June 30, 1953. 

By supplemental application filed July 23, 1953, by TVA, joined in by the 
above-named applicants and Marietta Co., it is requested that the Commission 
find and determine that the emergency referred to in the order of July 27, 1951, 
continues and to extend the exemptions heretofore granted to June 30, 1953, 
for a period of two years to June 30, 1955. In support of their request appli- 
cants state that the AEC load at Oak Ridge has increased from 700,000 kilowatts 
to 1,730,000 kilowatts since the filing of the 1952 supplemental application and 
in addition AEC has initiated construction of a new plant near Paducah, Ky., 
known as the Paducah plant, which will require 1,940,000 kilowatts of which 
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TVA has contracted to supply 1,205,000 kilowatts and Electric Energy, Inc. 
(EEI) 735,000 kilowatts. In order to enable TVA to supply AEC’s requirements 
at Paducah and Oak Ridge, TVA is constructing the Shawnee steam plant 
near Paducah which is to have 4 units of 135,000 kilowatts each, the first of 
which is expected to be in service by November 1954 and the others at intervals 
up to April 1955, 2 units in the Kingston plant aggregating 370,000 kilowatts 
expected to be in service in December 1954 and February 1955, 2 units in the 
John Sevier plant with a total of 365,000 kilowatts due to be completed in June 
and September 1955 and 2 units in the Gallatin plant aggregating 460,000 kilo- 
watts expected to be available for service in November 1955 and January 1956. 
Due to delays in delivery of necessary material and equipment to EEI, it may 
be necessary for TVA to supply part of EEI’s share of the Paducah load for 
several months. 

The Commission finds and determines: 

(1) An emergency exists within the meaning of section 202 (d) of the 
Federal Power Act in the system of TVA by reason of the unprecedented in- 
crease in the demand for electric energy and the shortage of generating and 
transmission equipment and facilities necessary to carry adequately the in- 
creased loads of AEC at its Oak Ridge and Paducah plants. 

(2) The interconnections enumerated in the orders of July 27, October 29, 
1951, January 15, July 22 and July 29, 1952, proposed to be utilized to meet the 
anticipated load requirements of AEC at its Oak Ridge and Paducah plants, 
are all in place and available for the operation contemplated. 

(3) The maintenance and use of such interconnections for the purposes here- 
inafter authorized may involve the transmission and sale at wholesale of elec- 
tric energy in interstate commerce within the meaning of section 201 of the act. 

(4) The maintenance and use of such interconnections for the purposes of 
making available to TVA a maximum of 100,000 kilowatts capacity to alleviate 
the emergency with respect to the ABC Oak Ridge and Paducah plants, from 
June 30, 1953 through June 30, 1955, or the earlier termination of the emergency 
referred to, as hereinafter approved, will help serve the emergency needs of 
TVA and be desirable in the public interest as expressed in the act. 

The Commission orders: 

(A) The use and maintenance of the interconnections, as set forth in the 
foregoing findings, is approved. 

(B) Such maintenance and use of the interconnections shall not affect the 
status of Cleveland Co., Columbus Co., Duquesne, Toledo Co. or Union Carbide, 
-nder the Federal Power Act. 

(C) Cleveland Co., Columbus Co., Duquesne, Toledo Co. and Marietta Co. 
shall each on or before the 15th of each month report to the Commission the 
amounts of electric energy transferred over the interconnections for the purposes 
herein authorized, as well as such other information as the Commission may 
from time to time require. 

Commissioner Draper not participating. 


Order authorizing sale of facilities 
The California Oregon Power Co. 
Docket No. E-6506 
August 27, 1953 


The California Oregon Power Co., a corporation organized and existing under 
the laws of the State of California and qualified to do business in the State of 
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Oregon and having its principal business office at Medford, Oreg., filed an appli- 
cation on June 26, 1953, and supplements thereto on June 30 and August 10, 1953, 
for an order pursuant to section 203 of the Federal Power Act authorizing the 
sale of a section of a 120-kilovolt transmission line 19.882 miles in length to the 
United States of America, Department of the Interior, acting by and through the 
Bonneville Power Administrator. 

The Administrator will make the acquisition under the authority of section 
2 (c) of the act of August 20, 19387 (16 U. S. C. 832a (c), 50 Stat. 731, 732), 
which provides that the “administrator is authorized, in the name of the United 
States, to acquire, by purchase, * * * electric transmission lines, substations, 
and facilities and structures appurtenant thereto, as the administrator finds 
necessary or appropriate to carry out the purposes of this act. * * *” 

Section 201 of the Federal Power Act excludes the administrator from the 
provisions of part II of the act. 

Applicant proposes to sell the transmission and telephone facilities to the 
administrator for a cash consideration of $223,500. The depreciated original 
cost less related contributions in aid of construction of the facilities to be ac- 
quired is $211,816.31. The facilities proposed to be transferred consist of that 
portion of applicant’s Dixonville-Coos Bay 120-kilovolt transmission line, com- 
monly known as line 20, including the telephone circuit, extending from McKinley 
tap to Coos Bay (North Bend) switching station tap, a distance of 18.819 miles, 
and from the Coos Bay switching station tap to the Bonneville Administration's 
Coos Bay (North Bend) switching station, a distance of 1.063 miles. Line 20 
was originally constructed in 1929 and was used by applicant until recently as a 
means of connecting a steam plant leased to it at Coos Bay with the rest of its 
system and also to supply hydroelectric energy to another company which served 
the Coos Bay area. Since the termination of the lease of the steam plant and 
other arrangements involving such facilities, applicant’s use of that portion of 
line 20 proposed to be sold has been that of an interconnection with the Bonne- 
ville system at Coos Bay switching station. Among other things the agreement 
for the sale of the facilities in question provides that the interchange agreement 
between the Bonneville Administration and applicant will be amended to provide 
for an interconnection at McKinley for the delivery of power instead of at Coos 
Bay. Upon consummation of the interconnection at McKinley the applicant will 
have no further need for that portion of line 20 here involved but such facilities 
will be necessary for and used by the Bonneville Administration as a trans- 
mission line from its Coos Bay switching station to its McKinley switching 
station. 

Written notice of the application has been given to the Public Utilities Com- 
missioner of Oregon, Public Utilities Commission of California, and to the Gov- 
ernor of each of those States. Notice was also published in the Federal Register 
on July 4, 1953 (18 F. R. 3918), stating that any person desiring to be heard or to 
make any protest with reference to the application should file a petition or 
protest on or before July 20, 1953. No protest or petition or request to be heard 
in opposition to the granting of such application has been received. 

By orders entered July 28 and 29, 1953, the California Public Utilities Com- 
mission and the Public Utilities Commissioner, respectively, approved the dis- 
position hereinabove described and set forth. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
203 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order of February 17, 


1948, In the Matter of The California Oregon Power Co., Docket No. IT-6094, 
7 F. P. C. 369. 
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(2) By the proposed sale applicant will sell and dispose of facilities subject 
to the jurisdiction of the Commission within the meaning of section 203 of the 
Federal Power Act. 

(3) The proposed sale by applicant of that portion of its line 20 referred to 
above and the installation of an interconnection with the Bonneville system at 
McKinley in place of that at Coos Bay will not impair its ability to render ade- 
quate service to the public in its service area and will be in the public interest. 

The Commission orders: 

(A) The sale proposed by applicant of a portion of its line 20 and related 
facilities referred to above be and the same hereby is authorized and approved 
upon the terms and conditions set forth in the application as supplemented 
subject to the provisions of this order. 

(B) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days of the date of this order. 

(C) Applicant shall account for the transaction in accordance with the re- 
quirements of the Commission’s uniform system of accounts and make report 
thereof as required by the Commission’s general rules and regulations. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any matter whatsoever which 
may come before this Commission or any other regulatory body, and nothing in 
this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or 
asserted. 

Commissioner Draper not participating. 


Order authorizing issuance of promissory notes 
California Electric Power Co. 
Docket No. E-6510 


August 27, 1953 








California Electric Power Co. (California-Electric), incorporated under the 
laws of the State of Delaware and doing business in the States of California and 
Nevada, whose principal business office is located in Riverside, Calif., filed an 
application on July 27, 1953, pursuant to section 204 of the Federal Power Act, 
requesting authorization for the issuance of not to exceed $9,000,000 principal 
sum of short-term promissory notes. 

The proposed notes will be executed in accordance with the terms of a loan 
agreement, dated May 1, 1953, between California-Electric and The Bank of 
America National Trust & Savings Association, under which a $9,000,000 maxi- 
mum revolving credit will be available to California-Electric until April 30, 1955. 

The application states that each of the promissory notes which will be issued 
from time to time prior to April 30, 1955, to evidence borrowings under the loan 
agreement will be payable to The Bank of America National Trust & Savings 
Association, in the minimum amount of $500,000, and will by its terms mature 
prior to 12 months from the date of issue unless renewed for an additional 
period of less than 12 months, provided that the final maturity date on any 
renewal note is not later than April 30,1956. At no time will the total amount of 


such notes to be issued including renewal notes exceed $9,000,000 in principal 
amount. 
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The notes will bear interest at a rate equivalent to 4 of 1 percent per annum 
in excess of the New York prime rate for 90-day to 180-day prime commercial 
loans in effect at any time during the life of each separate borrowing, subject 
to the condition that such rate of interest shall not at any time be less thar 
3% percent nor more than 334 percent per annum. 

The application states that a commitment fee of % of 1 percent per annum 
will be paid by California-Electric on the unused portion of the available credit, 
Under the terms of the loan agreement California-Electric may reduce the 
available credit in sums of not less than $1,000,000 upon 30 days’ notice. 

The application indicates that the proceeds from the $9,000,000 credit, or from 
such portion as may be borrowed from time to time, will be applied as interim 
financing to the payment of the cost of additions and betterments to California- 
Electric's electric plant and for the acquisition of securities of Interstate Tele- 
graph Co., a wholly owned subsidiary, to enable the latter company to finance 
the cost of additions and improvements to its properties. California-Electric 
expects to discharge borrowings made under the loan agreement with funds 
derived from permanent financing early in 1954. 

California-Electric states in its application that no underwriter's or finder’s 
fee will be incurred or paid in connection with the proposed issuance of promissory 
notes. 

Written notice of the aforesaid application has been given to the Public Utilities 
Commission of California, and the Public Service Commission of Nevada and to 
the Governors of each of those States. Notice has also been given by publication 
in the Federal Register on August 1, 1953 (18 F. R. 4527-4528) stating that any 
person desiring to be heard or to make any protest with reference to the appli- 
cation should file a petition or protest on or before August 14, 1953. No protest, 
petition or request to be heard in opposition to the granting of the application has 
been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission's order dated January 15, 
1952, In the Matter of California Electric Power Company, docket No, E-6397, 
12 F. P. ©. 726. 

2) The proposed issuance of promissory notes described above will constitute 
an issuance of securities within the purview of section 204 of the act. 

(3) The proposed issuance of promissory notes described above will be in 
excess of 5 percent of the par value of the other securities of California-Electric 
and therefore will not be exempt by virtue of section 204 (e) from the require- 
ments of section 204 (a). 

(4) Applicant is not organized and operating in a State under the laws of which 
its security issues are regulated by a State commission within the meaning of 
section 204 (f) of the act, and the proposed issuance is, therefore, not exempt 
by virtue of that section from the requirements of section 204 of the Federal 
Power Act. 

(5) The proposed issuance of securities will enable California-Electric to 
obtain funds to carry forward its present construction program. 

(6) The proposed issuance of securities as hereinafter authorized will be for a 
lawful object, within the corporate purposes of California-EFlectric and com- 
patible with the public interest which is appropriate for and consistent with the 
proper performance of service by California-Electric as a public utility and 
which will not impair its ability to perform that service, and is reasonably ap- 
propriate for such purposes. 
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(7) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed issuance of short-term promissory notes by California- 
Flectric and the renewals thereof maturing on or before April 30, 1956 in an 
aggregate face amount not in excess of $9,000,000 at any one time, as described 
above, upon the terms and conditions and for the purposes specified in the appli- 
cation, is hereby authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions herein authorized 
are consummated on or before April 30, 1955. 

(C) The foregoing authorization is without prejudice to the authority of the 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any matter whatsoever which 
may come before the Commission, or any other regulatory body, and nothing in 
this order shall be construed as an acquiescence by this Commission in any esti- 
mate or determination of cost or any valuation of property claimed or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect to any securities to which this 
order relates. 

Commissioner Draper not participating. 


Order reopening proceeding and amending order issuing certificate of 
public convenience and necessity 


Jersey Central Power & Light Co. 
Docket No. G—1702 


August 27, 1953 


On September 12, 1952, Jersey Central Power & Light Co. (Jersey Central) 
and New Jersey Natural Gas Co. (New Jersey) filed a joint application to reopen 
and amend the Commission’s order issuing a certificate of public convenience and 
necessity to Jersey Central Power & Light Co., said order having been issued on 
September 20, 1951. In said application, New Jersey requested that the order of 
September 20, 1951, be amended to substitute its name for that of Jersey Central. 
The application recited that New Jersey, pursuant to an order of the Commission 
dated May 27, 1952 (docket Nos. G—1896 and G—1987) had acquired all of the 
gas properties of Jersey Central, and proposed to render the same service through 
the same facilities which Jersey Central had hitherto received authorization to 
construct and operate. Notice of the filing of such application was duly published 
in the Federal Register (17 F. R. 8367). 

On July 24, 1953, New Jersey filed a supplement to its application to reopen 
and amend, wherein it requested that said certificate be further amended to 
enable New Jersey to change the route of the proposed 65-inch transmission 
pipeline so that it would extend 4.7 miles instead of 1.6 miles as previously 
authorized. Said supplement states that the pipeline route originally proposed 
would have extended over a private right-of-way from a point on the pipeline 
of Algonquin Gas Transmission Co. (Algonquin) in Parsipanny-Troy Hills Town- 
ship, Morris County, N. J., to a point of connection in Denville Township, Morris 
County, N. J., with a portion of the existing gas distribution system of Jersey 
Central. Said supplement further states that New Jersey has found that to 
obtain such right-of-way for the proposed pipeline would involve lengthy legal 
proceedings and costs probably exceeding costs of construction along the pro- 
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posed new route. New Jersey now proposes to alter the route so that the pipe 
line will extend from a point of connection with the pipeline of Algonquin near 
Denville in Morris County, N. J., some 4.7 miles along a public road to a point 
of connection with New Jersey’s existing distribution system in Denville. No 
change in service is proposed. Estimated cost of such transmission line as now 
proposed is $127,300, to be financed by a short-term loan. Notice of the filing of 
such supplement has been duly published in the Federal Register (18 F. R. 4735). 

The Commission finds: 

(1) Because of the change in corporate entity and the change in conditions 
shown by New Jersey to exist with respect to the construction and operation of 
transmission pipeline facilities as proposed at docket No. G—1702 and made the 
subject of authorization of the Commission under its order issued September 20, 
1951, it is appropriate for carrying out the provisions of the Natural Gas Act 
to reopen the proceeding in docket No. G—1702. 

(2) It is in the public interest, and public convenience and necessity require 
that the certificate of public convenience and necessity issued on September 20, 
1951, in docket No. G—1702 be amended as hereinafter ordered. 

The Commission orders: 

(A) The proceeding in docket No. G—1702 be and the same is hereby reopened 
for the purpose of amending the Commission’s order of September 20, 1951, as 
requested by New Jersey in its application and supplement filed herein on 
September 12, 1952, and July 24, 1953. 

(B) The order issued on September 20, 1951, in docket No. G—1702, be and the 
same is hereby amended (1) to substitute New Jersey Natural Gas Co. for Jersey 
Central Power & Light Co. and (2) to authorize construction and operation of 
4.7 miles of 6%-inch pipeline instead of 1.6 miles of 65-inch pipeline previously 
authorized, all as more fully described in the supplement filed in docket No. 
G-1702 on July 24, 1953, by New Jersey Natural Gas Co. 

(C) The following condition be and the same hereby is attached to the issuance 
of the amended certificate specified in paragraph (B) hereof: 

The certificate, as amended, shall be void and without force or effect unless 
accepted in writing by applicant within 30 days from the issue date of the order 
herein: Provided, however, That when an application for rehearing of such order 
is filed in accordance with section 19 of the Natural Gas Act, such acceptance shall 
be filed within 30 days from the issue date of the order of the Commission upon 
the application for rehearing or within 30 days from the date on which such 
application may be deemed to have been denied when the Commission has not 
acted on such application within 30 days after it has been filed: and Provided, 
further, That when a petition for review is filed in accordance with the provisions 
of section 19 of the Natural Gas Act, such acceptance shall be filed within 30 days 
after final disposition of the judicial review proceedings thus initiated. 

(D) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the amended certificate specified in paragraph 
(A) hereof: 

(1) The construction hereby authorized shall be commenced within 30 days 
after the issuance of this order and shall be completed and actual operations 
thereunder commenced by New Jersey not later than 6 months subsequent to the 
beginning of construction. 

(2) New Jersey shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following : 

(i) Within 10 days after bona fide beginning of construction, notice of date of 
such beginning ; 

(ii) Within 4 months after date of issuance of this order, a progress report 
showing the exact status of authorized construction ; 
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(iii) Within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of the 
date of such placement and commencement; 

(iv) Within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement show- 
ing the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, contin- 
gencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimate of costs 
relied upon herein by applicant. 

(B) This certificate is not transferable in any manner and shall be effective 
only so long as New Jersey continues the operations hereby authorized in accord- 
ance with the provisions of the Natural Gas Act, as well as any applicable rules, 
regulations, or orders heretofore or hereafter issued by the Commission. 
Commissioners Digby and Draper not participating. 


Findings and order issuing certificate of public convenience and necessity 
Equitable Gas Co. 
Docket No. G—2130 


August 27, 1953 


On March 2, 1953, as amended and supplemented June 2, 1953, Equitable Gas 
Co. (applicant), a Pennsylvania corporation with its principal office in Pittsburgh, 
Pa., filed an application with the Federal Power Commission for a certificate of 
public convenience and necessity pursuant to section 7 (c) of the Natural Gas 
Act authorizing applicant to operate as a storage field the Logansport Pool located 
in Mannington District, Marion County, and Grant District, Wetzel County, W. 
Va., and authorizing applicant to construct and operate the following faciilties, 
all located in the State of West Virginia, in connection with the proposed activa- 
tion of the Logansport Pool for storage purposes. 

(1) A 1,320-horsepower compressor station, consisting of two 660-horsepower 
compressor units and appurtenances, located in Grant District, Wetzel County, ap- 
proximately 9 miles from the storage pool. 

(2) Approximately 9 miles of 12-inch pipeline connecting the compressor sta- 
tion and the storage pool with applicant’s existing 16-inch pipeline in Grant 
District, Wetzel County. 

(3) Approximately 1.8 miles of 6-inch and 0.7 miles of 8-inch well connecting 
pipelines and appurtenances in the proposed Logansport Pool. 

In addition to the foregoing, applicant proposes to recondition 9 existing wells 
(including 4 to be acquired) during 1953. There are a total of 25 wells now 
located in the Logansport Pool, of which 21 will be operated initially, and the 
remaining 4 will be operated after testing. 

By virtue of the proposed facilities, the Logansport Pool will have a capacity 
of 3,023,000 M. c. f. at a pool pressure of 975 pounds per square inch gauge with a 
maximum daily deliverability from storage of approximately 59,500 M. c. f. and 
will enable applicant to meet its estimated storage requirements through 1957. 
Additional capacity may be accomplished by injection of volumes up to approxi- 
mately 7,200,000 M. c. f. and 180 pounds pressure. 
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The estimated cost of the Logansport Pool, including the facilities described 
above, the acquisition of leaseholds conferring storage rights, the purchase and 
reconditioning of wells and the cost of cushion gas is $2,217,400, for which no 
additional financing will be required. Such construction is included in the 
$7,200,000 construction program for 1953 of applicant and its subsidiaries which 
will be financed from the issuance of preferred stock, and from applicant’s general 
funds, cash on hand and cash to be generated from operations. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
July 20, 1953, respecting matters involved and the issues presented by the ap- 
plication. The intermediate decision procedure was omitted pursuant to section 
1.30 (d) of the Commission’s rules of practice and procedure. 

The Commission finds: 

(1) Equitable Gas Co., a Pennsylvania corporation, having its principal place 
of business at Pittsburgh, Pa., owns and operates, among other facilities, a 
natural-gas transmission pipeline system located in the State of Pennsylvania, 
extending from several points on the West Virginia-Pennsylvania State line, and 
by such operations applicant is engaged in the transportation of natural gas 
in interstate commerce for resale for ultimate public consumption, subject to the 
jurisdiction of the Commission, and is, therefore, a ‘“natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order of May 9, 1944, in docket No. G-275, 4 F. P. C. 588. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas in interstate commerce subject to the juris- 
diction of the Commission, as integral parts of applicant’s existing pipeline system, 
and the proposed activation, construction, and operation thereof by applicant are 
subject to the requirements of subsections (c) and (e) of section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The activation, construction, and operation of the facilities hereinbefore 
described, as proposed by applicant, are required by the public convenience and 
necessity, and a certificate therefor should be issued as hereinafter ordered and 
conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Equitable Gas Co. to activate, construct, and operate the 
facilities hereinbefore described, all as more fully described in its application, as 
supplemented, in this proceeding, for the transportation and sale of natural 
gas as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

(B) The following condition be and the same hereby is attached to the is- 
suance of the certificate issued to Equitable Gas Co. in paragraph (A) hereof: 

Said certificate shall be void and without force or effect unless it be accepted 
in writing by applicant within 30 days from the date of the issuance of this 
order: Provided, However, That such acceptance may be filed within 30 days 
from the date of issuance of any order upon an application for rehearing of this 
order, if any, or within 30 days from the date on which any such application may 
be deemed to have been denied when the Commission has not acted thereon: and 
Provided, further, That such acceptance may be filed within 30 days after final 
disposition of the judicial review of proceedings initiated by any petition for 
review of this order. 
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(C) The following conditions be and the same hereby are attached to the 
exercise of the rights granted under the certificate issued in paragraph (A) 
hereof : 

(1) The activation, and construction of facilities hereby authorized shall be 
completed and actual performance by applicant of the operations hereby au- 
thorized shall be undertaken and regularly performed by applicant within 1 
year from the date of issuance of this order. 

(2) With respect to the construction hereby authorized, applicant shall file 
with the Commission, in writing and other oath, an original and 4 conformed 
copies of the following: 

(i) within 10 days after the bona fide begining of construction, notice of the 
date of such beginning ; 

(ii) each 3 months after the date of issuance of this order, a progress report 
showing the exact status of authorized construction ; 

(iii) within 10 days after the facilities hereby authorized to be constructed 
have been constructed and placed in service, notice of such placement; and 

(iv) within 6 months after the facilities hereby authorized have been con- 
structed and placed in service, and authorized operations have been commenced, 
a statement showing the actual cost of constructing such facilities by operating 
units, and showing separately the actual cost of labor, materials, rights-of-way, 
damages, surveys, engineering, inspection, overhead, interest during construc- 
tion, contingencies, and all other items of cost, together with a statement show- 
ing and explaining the cause for any difference between actual cost and 
estimates of cost relied upon by applicant in this proceeding. 

(3) With respect to the activation hereby authorized, applicant shall file 
with the Commission, in writing and under oath, an original and 4 conformed 
copies of the following: 

(i) two months after the date of issuance of this order, and each three 
months thereafter, a progress report showing the exact status of such 
activation ; 

(ii) within 10 days after the beginning of operations, notice of the dates of 
beginning of operations; and 

(iii) semi-annual reports coinciding with the termination of input and with- 
drawal cycles showing volumes of natural gas injected into or withdrawn from 
the Logansport storage field together with the pressure of each well. There 
shall be included with each report a map showing the pressure in all storage 
wells corresponding to the gas in storage and the pressure on all wells in the 
area immediately adjacent to the storage field. Such reports shall be filed until 
applicant is notified to discontinue by the Commission. 

(D) The certificate issued to Equitable Gas Co. in paragraph (A) of this 
order is not transferable in any manner and shall be effective only so long as 
applicant continues the operations authorized by this order and in accordance 
with the provisions of the Natural Gas Act, as well as applicable rules, regula- 
tions, and orders of the Commission. 

Commissioners Digby and Draper not participating. 


Findings and order issuing certificate of public convenience and necessity 


Mississippi Valley Gas Co. 
Docket No. G—2197 


August 27, 1953 


On June 22, 1953, Mississippi Valley Gas Co. (applicant), a Mississippi corpora- 
tion having its principal place of business in Jackson, Miss., filed an application 
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for a certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act, authorizing the construction and operation of a natural-gas tap 
line 2%-inch in diameter approximately 3% miles in length extending from a 
point of connection on the 26-inch natural-gas transmission pipeline of the 
Texas Gas Transmission Corp. (Texas Gas), in the county of Bolivar, Miss., to 
the town of Duncan, Miss. 

After due notice pursuant to the Commission’s order issued herein on August 
7, 1953, a public hearing was held in Washington, D. C., on August 20, 1953, 
respecting the matters involved and the issues presented by the application. No 
protest to the granting of the application has been received. 

The facilities for which authorization is sought will be utilized for the delivery 
of natural gas to ultimate consumers by applicant along its proposed tap line 
and in the town of Duncan. Distribution facilities are to be built in the afore 
mentioned town by applicant. 

The Commission, in its opinion No. 232 and accompanying order issued July 25, 
1952, in docket No. G—1847, authorized the Texas Gas Transmission Corp. to sell 
and deliver, on a firm basis, a maximum daily volume of 101 M. c. f. of natural gas 
to applicant for resale in the town of Duncan. Applicant has an agreement, dated 
November 14, 1952, with Texas Gas for the purchase of natural gas including the 
requirements of Duncan. 

The volume of natural gas which Texas Gas was authorized to deliver to appli- 
cant in docket No. G—1847 should be sufficient to take care of the second year or 
the 1955 requirements of the town of Duncan. Applicant has received from the 
town of Duncan a 25-year franchise. 

The estimated cost of the proposed facilities is $20,020, which will be financed by 
applicant out of its general funds. 

The Commission finds: 

(1) Mississippi Valley Gas Co. a Mississippi corporation, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act as heretofore found by the 
Commission In the Matter of Mississippi Valley Gas Co., docket No. G—1992. 

(2) The facilities hereinbefore described are to be used for the transportation 
of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, and the construction and operation thereof by applicant are subject to the 
requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the proposed facilities by 
applicant are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision pro- 
cedure and all the requirements of the provisions of section 1.32 (b) of the Com- 
mission’s rules of practice and procedure [18 C. F. R. 1.32 (b)] having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Mississippi Valley Gas Co. authorizing it to construct and operate 
the facilities hereinbefore described, all as more fully described in the application 
and the record in this proceeding, subject to the terms and conditions of this order. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in writ- 
ing by applicant within 30 days from the issue date of the order issuing such 
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certificate: Provided, however, That if an application for rehearing of such order 
is filed in accordance with section 19 of the Natural Gas Act, such acceptance 
shall be filed within 30 days from the issue date of the order of the Commission 
upon the application for rehearing or within 30 days from the date on which such 
application may be deemed to have been denied when the Commission has not 
acted on such application within 30 days after it has been filed: Provided, further, 
That if a petition for review is filed in accordance with the provisions of section 
19 of the Natural Gas Act, such acceptance shall be filed within 30 days after 
final disposition of the judicial review proceedings thus initiated. 

(C) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be commenced within 90 days 
after the issuance of this order and shall be completed and actual operations 
thereunder commenced by applicant not later than 6 months subsequent to begin- 
ning of construction. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following: 

(i) within 10 days after bona fide beginning of construction, notice of date of 
such beginning; 

(ii) within 10 days after authorized facilities have been constructed and placed 
in service and operations herein authorized have commenced, notice of the date 
of such placement and commencement ; 

(iii) within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement show- 
ing the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, con- 
tingencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimate of costs 
relied upon herein by applicant. 

(D) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations hereby authorized and in ac- 
cordance with the provisions of the Natural Gas Act, as well as any applicable 
rules, regulations, or orders of the Commission. 

Commissioners Digby and Draper not participating. 


Order further amending license (transmission line) 
The California Oregon Power Company 
Project No. 281 
August 27, 1953 


Application was filed June 29, 1953, by The California Oregon Power Co., 
licensee for transmission line project No. 281, for amendment of the license for 
the project to change the western terminus of the Dixonville-Marshfield trans- 
mission line in the State of Oregon. designated line No. 20, from Marshfield to 
McKinley tap and to exclude therefrom that portion of the line between McKinley 
tap and Marshfield which it proposes to sell to the United States and which 
occupies Coos Bay wagon road grant lands of the United States. 

Applicant states that the portion of line No. 20 which it seeks to exclude from 
the license, and which it proposes to sell to the United States, has been used 
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since September 30, 1952, only as a means of interconnecting its system and that 
of the United States at the latter’s Coos Bay switching station; that an inter- 
connection at that particular point is no longer necessary nor advantageous to 
either party; and that both the applicant and the United States desire an inter- 
connection at the McKinley switching station instead. 

The effect of the amendment will be to decrease the length of 100-foot trans- 
mission line of right-of-way on lands of the United States by 19,779 feet or 3.746 
miles and to decrease the annual charge for recompensing the M’nited States for 
the use, occupancy, and enjoyment of its lands from $155.08 to $136.35, 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not interfere 
or be inconsistent with any reservation or withdrawal of public lands and it will 
not alter any of the basic facts upon which the license was issued. 

(2) The annual charge to be paid under the license as further amended is rea- 
sonable as hereinafter fixed and specified. 

(3) Exhibit C & K, drawings Nos. F-5135, F-51388, F-5139, and F-5311 (F. P. C. 
Nos. 281-30, —33, -34, and -35), now part of the license for the project, should be 
revised to reflect the exclusion from the license of that portion of line No. 20 
between McKinley tap and Marshfield, and as so revised conforms to the Com- 
mission’s rules and regulations and should be approved as part of the license for 
the project. 

The Commission orders: 

(A) The above-specified exhibit C & K, drawings Nos. F-5135, F-5138, F-5139, 
and F-5811 (F. P. C. Nos. 281-30, -33, -34,.and -35) be revised as specified in 
finding (3) above and as so revised is hereby. approved as part of the license for 
the project. 

(B) The license for project No. 281, issued July 21, 1922, to The California 
Oregon Power Co. and amended May 2, 1935, is hereby further amended, effective 
as of the date of transfer to the United States of the title to that portion of trans- 
mission line between McKinley tap and Marshfield now under license as part of 
project No. 281, to change the western terminus of the Dixonville-Marshfield 
transmission line (line No. 20) from Marshfield to McKinley tap; to provide for 
the exclusion therefrom of that portion of the line between McKinley tap and 
Marshfield; a decrease in the length ef transmission-line right-of-way on lands 
of the United States and consequently a decrease in the annual charge; the de- 
scribing and showing of that portion of line No. 20 under license as part of 
project No. 281; and the incorporation in the license of exhibit C & K, drawings 
Nos. F-5135, F-51388, F-5139, and F-5311 (F. P. C. Nos. 281-30, -33, -34, and -35), 
as revised ; said amendment being : 

PARAGRAPH I. Article 1 of the license is hereby amended to read as follows: 

Article 1. This license is issued for a period of 50 years, terminating on July 21, 
1972, for the following project: 

A 120,000-volt transmission line extending 115 miles from Prospect to Spring- 
field, Oreg., designated line No. 12, and occupying a 50-foot right-of-way on lands 
of the United States; 

A 120,000-volt transmission line extending about 42 miles from Dixonville to 
McKinley tap, designated line No. 20, and occupying a 100-foot right-of-way on 
lands of the United States. Both lines are connected through a switching station 
at Dixonville; 


which said project includes all lands of the United States both inside and out- 
side the Rogue River and Umpqua National Forests as shown and described by 
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certain exhibits which accompanied the application for license or applications 
for amendment thereof and which are designated and described as follows: 

Erhibit F —Drawing No. G—2578 (F. P. C. No. 281-2) General map of Prospect- 
Springfield transmission line approved by the Commission July 20, 1922; 

Exhibit F.—Drawing No. F-2646 (F. P. C. No. 281-3) Key map for detailed 
maps of Prospect-Springfield transmission line approved by the Commission 
March 26, 1923; 

Erhibit C & F.—Twenty-six sheets, drawings Nos. F-2460 to F—2474, inclusive; 
F-2476; F-2477; F-2479 to F-2481, inclusive ; F-2483 ; F-2484; F-2491; F-2492; 
F-2494; and F-2500 (F. P. C. Nos. 281-4 to -29, inclusive). Detailed maps of 
Prospect-Springfield transmission line approved by the Commission March 26, 
1928 ; 

Erhibit C € K.—Drawing No. F-5135 (F. P. C. No. 281-30) Key map of Dixon- 
ville-Marshfield transmission line approved by the Commission January 28, 1935, 
as revised to show western terminus of the line as McKinley tap pursuant to 
application filed June 29, 1953; 

Exhibit C @ K.—Five sheets, drawings Nos. F--5136 to F-5139, inclusive, and 
F-5311 (F. P. C. Nos. 281-31 to -35, inclusive). Detailed maps of Dixonville- 
Marshfield transmission line approved by the Commission January 28, 1935. 
Drawings Nos. F-5138, F-5139, and F-5311 (F. P. C. Nos. 281-33, -34, and -35) 
as revised to exclude that portion of line between McKinley tap and Marshfield 
pursuant to anptication filed June 29, 1953; 

Exhibit G—General description of the Prospect-Springfield transmission line 
in one typewritten sheet, approved by the Commission July 20, 1922; 

Erhibit L—Drawing No. C-2402 (F. P. C. No. 281-1) Wood tower for line 
No. 12, approved by the Commission July 20, 1922; and 

Erhibit M.—General description of Dixonville-Marshfield transmission line in 
one sheet, approved by the Commission January 28, 1985; 







































which exhibits are hereby made a part of this license and no substantial change 
shall hereafter be made therein until such change shall have been approved and 
incorporated in this license by appropriate amendment thereof; and such project 
works shall be constructed in substantial conformity with said approved maps 
and plans, or changes therein as herein provided. 

ParaGraPH II. Article 14 of the license is amended to read as follows: 

Article 14. Subject to the provisions of section 10(e) of the act and the rules 
and regulations of the Commission thereunder, the licensee shall pay to the 
United States an annual charge of $136.35 for recompensing it for the use, occu- 
pancy, and enjoyment of its lands. 

PARAGRAPH III. This amendment in the manner set out above shall not operate 
to alter or amend the license in any other respect, and shall not in any way con- 
stitute a waiver of any other part, provision or condition of the license. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in section 313(a) of the act, 
and failure to file such an application shall constitute acceptance of this amend- 
ment of license. In acknowledgment of its acceptance of this amendment of 
license, it shall be signed for the licensee and returned to the Commission within 
60 days from the date of issuance of this order. 

Commissioner Draper not participating. 
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Order further amending license (major) 
The Western Colorado Power Co. 
Project No. 400 


August 28, 1953 


Applications were filed February 21, 1949, October 4, 1949, August 14, 1950, 
September 13, 1951, and February 19, 1952 by The Western Colorado Power 
Co., licensee for major project No. 400, for amendments of its license for the 
project situated on Animas River and utilizing water diverted from Big and 
Little Cascade Creeks through Electra Lake (Cascade Reservoir) on Elbert 
Creek, in La Plata, San Juan and San Miguel Counties, Colo., and affecting lands 
of the United States within the San Juan and Uncompahgre National Forests. 

The application filed February 21, 1949 seeks: (1) to authorize construction at 
the Tacoma plant of an additional penstock, the installation of a 5,000-horse- 
power water wheel connected to a 3,500-kilowatt generator, a new substation, 
the construction of a new steel bridge across the Animas River, and extension 
of the project boundary; and (2) to include under the license the constructed 
44-kilovolt Ames-Burro Bridge transmission line extending from the Ames power 
plant to the Burro Bridge sectionalizing station where it connects with the 
Silverton-Ouray 44-kilovolt line. 

The applications filed October 4, 1949, August 14, 1950, September 13, 1951, 
and February 19, 1952, request amendment to provide for revision of the project 
works by the replacement with steel pipe of wood portions of the conduit known 
as Cascade flume. These applications cover the dismantling of an aggregate 
of about 2.75 miles of deteriorated wood flume and the replacement with steel 
pipe about 2.70 miles in length. 

The nature of the project alterations, consisting as they did of a series of re- 
placements and other changes in the project works, necessitated the filing of 
the several applications for amendments. Moreover, under dates of October 24, 
1950, May 1, 1952 and July 3, 1952, the licensee was requested by the Commis- 
sion’s staff to furnish supplemental information on a number of exhibit draw- 
ings. Final response to the staff’s requests was received on December 12, 1952 
along with a request by the licensee that necessary revisions of exhibits be 
made in the Commission—all of which accounts for the time required in process- 
ing the applications in the Commission. 

In the circumstances just recited, by letters dated March 15, 1949, August 31, 
1949, July 27, 1950 and July 6, 1951, respectively at the licensee’s request the 
Commission advised the licensee that it would interpose no objections to com- 
mencement of pre-amendment construction at the licensee’s own risk, subject to 
obtaining the consent of the Federal agencies having jurisdiction over the addi- 
tional Government lands involved. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the San Juan and Uncompahgre National Forests, the Assistant 
Secretary of the Interior, and the State of Colorado Game and Fish Commission 
have reported on the applications insofar as the said agencies represented were 
interested therein. 

Commission records on the project show that construction work at the Tacoma 
plant described above was commended on March 9, 1949, and was scheduled tor 
completion during 1949. The generating unit was placed in service on November 
28, 1949. Work on dismantling sections of the wooden flume and replacement 
by steel pipeline was scheduled for commencement during favorable working 
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periods from 1949 through 1952. 'The Ames-Burro Bridge 44-kilovolt transmission 
line construction was started in 1946 and completed in 1947. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not interfere 
cr be inconsistent with the purposes for which the San Juan and Uncompahgre 
National Forests were created or acquired, and is not inconsistent with the 
previous findings in this matter. 

(2) The principal effects of the further amendment will be to increase the 
authorized installed horsepower capacity of the project from 11,000 horsepower 
to 16,000 horsepower and to increase the annual charges under the license for 
the use, occupancy and enjoyment by the project of lands of the United States, 
exclusive of transmission line rights-of-way, from $186.04 to $186.39, and for 
transmission line rights-of-way only, from $186.66 to $207.26. 

(3) Public notice of the filing of the applications has been given. 

(4) The increased annual charges under the license as further amended for 
the purpose of recompensing the United States for the use, occupancy, and en- 
joyment of its lands, including those occupied by transmission line rights-of-way, 
as hereinafter provided, are reasonable. 

(5) The 44kilovolt Ames-Burro Bridge transmission line extending from the 
Ames power plant to the Burro Bridge sectionalizing station, and the other 
project facilities described in the applications for amendment are parts of the 
project within the meaning of section 3 (11) of the Federal Power Act. 

(6) The following described exhibits filed as part of the applications for 
amendment conform to the Commission’s rules and regulations: 

Supplemental erhibit K and L.—Drawings signed The Western Colorado 
Power Co. by J. A. Hale, vice president on February 7, 1949, comprising: Sheet 1 
(F. P. C. No. 400-34) Tacoma hydro electric station—proposed additional gen- 
erating unit; sheet 2 (F. P. C. No. 400-35) (revised 9-11-52) Tacoma hydro 
electric station—proposed additional generating unit; and map, sheet 3 (F. P. C. 
No. 400-36) (revised 9-11-52) Ames-Burro Bridge 44-kilovolt line. 

Amended exhibit K € L—(F. P. C. No. 400-37) Change in design portion of 
Cascade flume (revised 9-11-52). 

Second amendment, exhibit K ¢ L.—(F. P. C. No. 400-38) Change in design 
portion of Cascade flume (revised 9-11-52). 

Third amendment, exhibit K € L.—(F. P. C. No. 400-39) Change in design 
portion of Cascade flume. 

Fourth amendment, erhibit K € L.—(F. P. C. No. 400-40) Change in design 
portion of Cascade flume (revised 9-11-52). 

Supplemental, exhibit M.—Statement in one sheet entitled “General descrip- 
tions and general specifications of the mechanical and electrical equipment, 
Tacoma station signed The Western Colorado Power Co. by J. A. Hale, vice 
president on February 7, 1949. 

The Commission orders: 

(A) The above-described exhibits filed as part of the applications for amend- 
ment are hereby approved as part of the license for project No. 400. 

(B) The license issued to The Western Colorado Power Co. for project No. 400, 
as amended, be and it is hereby further amended, effective as of January 1, 1950, 
said amendment being : 

PARAGRAPH I. Article 2 of the license is hereby further amended to read: 

Article 2. The project covered by and subject to this license is located partly 
on lands of the United States witnin and in the vicinity of the San Juan and 
Uncompahgre National Forests and consists of: 

(a) All lands constituting the project area and inclosed, or the location of 
which is shown, by the project boundary, and/or interests in such lands necessary 
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or useful for the purposes of the project, whether such lands or interests therein 
are owned or held by the Licensee or by the United States, such project area and 
project boundary being more fully shown and described by certain exhibits which 
accompanied said application for license and which are designated and described 
as follows: 

Amended erhibit F—Statement on 8 typewritten sheets, entitled “Statement 
of the nature, extent and ownership of lands.” 

Amended erhibit J.—Map in one sheet (F. P. C. No. 400-17) entitled “General 
map of entire system of The Western Colorado Power Co.” (This map has pre- 
viously been made a part of the license issued October 17, 1927, for project No. 
734.) Revised as of the date of license and in agreement with claimed cost 
statement as of July 1, 1935. 

Amended exhibit K.—Map in 7 sheets (F. P. C. Nos. 400-18 to —24, inclusive), 
entitled “Detail map of Tacoma-Ames-Ilium project of The Western Colorado 
Power Co. showing location of dams, power houses, lands, and center line of 
pipe and power lines.” Revised as of the date of license and in agreement with 
claimed cost statement as of July 1, 1935 (F. P. C. No. 400-24) revised and re- 
approved February 1, 1949. 

Second amended exhibit K.—Map in two sheets (F. P. C. Nos. 400-30 and 31), 
sheet 1 entitled “Plan of new diversion dams and new Tacoma power flume as 
reconstructed” and sheet 2 entitled “Tacoma-Silverton 44-kilovolt transmission 
line No. 1 as reconstructed.” Revised as of the date of license and in agreement 
with claimed cost statement as of July 1, 1935; and (F. P. C. No. 400-30) revised 
in accordance with licensee’s letter dated December 11, 1952. 

Amended erhibit K and L.—Map in four sheets (F. P. C. Nos, 400-37, -38, -3¢ 
and —40) entitled “Change in design, portion of Cascade flume,” all except F. P. C. 
No. 400-39 revised September 11, 1952, and F. P. C. No. 400-40 further revised 
in accordance with licensee’s letter dated December 11, 1952. 

Supplemental exhibit K and-L.—Map, sheet 3 (F. P. C. No. 400-36), entitled 
“Ames-Burro bridge 44-kilovolt line” revised on September 11, 1952. 

(b) All project works, consisting of 3 constructed power plants designated as 
Tacoma, Ames, and Ilium plants, with appurtenant dams, reservoirs, water con- 
duits, and equipment, and 5 transmission lines as follows: One from Tacoma 
power plant to Silverton substation; one from Ames power plant to station 
348+-38 (T-1 line) ; one between Ames and Ilium power plants (T-2 line) ; one 
from Ilium power plant to station 5+84 (T-3 line) ; and one from Ames power 
plant to the Burro Bridge sectionalizing station; the location and character of 
said project works being more fully shown and described by the exhibits herein- 
before listed, and certain other exhibits which are designated and described 
as follows: 

Amended erhibit L, sheets 1, 2, 3, 4, and 5.—Plans in 5 sheets (F. P. C. Nos. 
400-25, 26, 27, 28, and 29) entitled “General design drawings of Tacoma- 
Ames-Ilium project.” Revised as of the date of license and in agreement with 
claimed cost statement as of July 1, 1935, and sheets 1 and 2 further revised 
in accordance with licensee’s letter dated December 11, 1952. 

Second amended exhibit L.—Plans in one sheet (F. P. C. No. 400-32) entitled 
“Details of new diversion dams and new Tacoma power flume as reconstructed.” 
Revised as of the date of license and in agreement with claimed cost statement as 
of July 1, 1935. 

Supplemental erhibit K € L.—Plans in two sheets (F. P. C. Nos. 400-34 and 
-35) entitled “Tacoma hydro electric station—proposed additional generating 
unit.” (F. P. C. No. 400-35) revised in accordance with licensee’s letter dated 
December 11, 1952. 
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Amended exhibit M.—Statement in 3 typewritten sheets entitled “General de- 
scriptions and general specifications of the mechanical, electrical and transmis- 
sion equipment.” 

Supplemental exhibit M.—Statement in one sheet entitled “General descriptions 
and general specifications of the mechanical and electrical equipment, Tacoma 
station, signed by J. A. Hale, vice president, on February 7, 1949. 

(c) All other structures, fixtures, equipment, or facilities used or useful in the 
maintenance and operation of the project, whether owned by the licensee or by 
the United States, and located upon the project area, including such portable 
property as may be used and useful in connection with the project or any part 
thereof, whether located on or off the project area, if and to the extent that the 
inclusion of such property as a part of the project works is approved or acquiesced 
in by the Commission; also all other rights, easements, or interests, including said 
riparian rights, the ownership, use, occupancy or possession of which is necessary 
or appropriate in the maintenance and operation of the project or appurtenant to 
the project area. 

PARAGRAPH II. Article 15 of the license is hereby further amended to read: 

Article 15. The licensee shall allow officers and employees of the United States 
free and unrestricted access to, through and across said project and project works 
in the performance of their official duties, and shall allow any agency of the 
United States, without charges, to construct or permit to be constructed on, 
through, and across the project lands; conduits, chutes, ditches, railroads, roads, 
trails, telephone and power lines, and other means of transportation and com- 
munication not inconsistent with the enjoyment of said lands of the licensee for 
the purposes herein set forth. 

PARAGRAPH III. Article 20 of the license is hereby further amended to read: 

Article 20. The licensee shall pay to the United States the following annual 
charges: 

(i) For the purposes of reimbursing the United States for the costs of adminis- 
tration of part I of the act, 1 cent per horsepower on the authorized installed 
capacity (16,000 horsepower), plus 2% cents per 1,000 kilowatt hours of gross 
energy generated by the project during the calendar year for which the charge is 
made; 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, excluding those used for transmission line right-of- 
way, $186.39; and 

(iii) For the purpose of recompensing the United States for the use, occupancy 
and enjoyment of its lands used for transmission line right-of-way only, $207.26. 

PARAGRAPH IV. Article 27 of the license is hereby further amended to read: 

Article 27. Subject to the provisions of section 13 of the act, the licensee shall 
prosecute with due diligence the construction of the additions or alterations to 
the various parts of the project works authorized in this amendment of the 
license and shall complete them by October 31, 1952. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this license amendment. In acknowledgment of the acceptance of 
this license amendment, it shall be signed for the licensee and returned to the 
Commission within 60 days from the date of issuance of this order. 
Commissioner Draper not participating. 
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Supplemental order authorizing issuance of securities 
Duke Power Co. 
Docket No. E-6507 


September 1, 1953 











































By order issued August 6, 1953, Duke Power Co. (applicant) was authorized 
to issue through competitive bidding $35,000,000 principal amount of its first and 
refunding mortgage bonds, due 1983, subject to the provisions, among others, set 
forth in paragraph (B) of said order reading as follows: 

(B) The proposed issuance and sale of bonds at competitive bidding shall 
not be consummated until : 

(i) Applicant shall have amended its application pursuant to the re- 
quirements of section 34.2 (k) (3) of the Commission’s rules relating to 
compliance with competitive bidding requirements and section 34.2 (k) (4) 
of the rules, relating to affiliation, and shall have either filed such amend- 
ments or shall have mailed them and advised the Commission by telephone 
and telegraph as contemplated by section 34.9 of the rules. 

(ii) The Commission shall have approved the coupon rate and the price 
to be received by applicant for such bonds by further order. 

Applicant on September 1, 1953, filed certain data pursuant to the require- 
ments of the order of August 6, 1953, setting forth that it proposes to accept, as 
representing the lowest annual cost of money to it, the bid of The First Boston 
Corp. to purchase the aforementioned first and refunding mortgage bonds at a 
price to applicant of 101.839 percent of the principal amount and an interest 
rate of 334 percent per annum. 

The Commission finds: 

(1) Applicant has satisfactorily complied with the requirements of paragraph 
(B) of the order of August 6, 1953, and under the bid it proposes to accept the 
price to be paid to the applicant for the bonds and the interest rate thereon 
is reasonable. 

(2) The proposed issuance and sale of bonds as hereinafter authorized and 
approved will be for a lawful object within the corporate powers of the applicant 
and compatible with the public interest, which is appropriate for and consistent 
with the proper performance by the applicant of services as a public utility and 
which will not impair its ability to perform that service and is reasonably 
appropriate for such purposes. 

The Commission orders: 

(A) The price to be paid to the applicant for the bonds and the interest rate 
thereon are approved as reasonable. 

(B) The proposed issuance of bonds, referred to above, upon the terms and 
conditions and for the purposes specified in the application as amended and as 
supplemented by the data referred to above, be and the same hereby is authorized 
and approved, subject only to the provisions of paragraphs (C), (D), and (E) 
of the Commission’s order of August 6, 1953. 
Commissioners Doty and Draper not participating. 
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Order conditionally authorizing issuance of bonds and denying application for 
exemption from competitive bidding requirement of Commission’s rules 


Mountain States Power Co. 





Docket No. 





E-6514 


September 3, 1953 





Mountain States Power Co. (applicant), a corporation organized and existing 
under the laws of the State of Delaware, qualified to do business as a foreign 
corporation in the States of Idaho, Montana, Oregon and Wyoming, and having 
its principal business office at Albany, Oreg., on August 13, 1953, filed its appli- 
eation and on August 28, 1953, supplement thereto, for an order, pursuant to 
section 204 of the Federal Power Act, authorizing the issuance of $8,000,000, 
principal amount, of first mortgage bonds to institutional investors and request- 
ing exemption from section 34.la of the Commission’s rules and regulations 
regarding competitive bidding. 

The bonds to be designated series due September 1, 1983, are to be secured by 
applicant’s trust indenture dated January 1, 1940, as amended and supplemented 
by supplemental trust indentures and proposed supplement trust indenture to 
be dated as of September 1, 1953, Harris Trust & Savings Bank and W. H. 
Milsted, trustees. Said bonds are to be dated as of September 1, 1953, and are 
to mature September 1, 1983. 

The proceeds from the issuance of the bonds are to be used for the prepayment 
and retirement of all then outstanding bank notes due December 31, 1953, and 
the balance for the construction of additions and improvements to applicant's 
facilities which are estimated at $3,402,000 through March 1954. 

On June 29, 1953, applicant filed a request, pursuant to the provisions of 
sections 34.la (a) (4) and 34.2 (k) (2) (ii) of the Commission’s rules and 
regulations, for authorization to negotiate for the private placement of 
7,500,000 of such bonds, and by amendment filed July 15, 1953, increased the 
amounts of bonds proposed to be so issued to not exceed $8,000,000. On 
July 15, 1953, the Commission authorized the applicant to negotiate for the 
private placement of the $8,000,000, principal amount, of such bonds upon the 
following condition, among others: 











This authorization is solely for the purpose stated above [to negotiate 
for the private placement of such bonds] and shall have no other further 
effect, and shall be without prejudice to the consideration on the merits of 
any application which may be filed for authorization to issue such 
bonds; * * ° 










Pursuant to such authorization the applicant has negotiated a contract for the 
sale of the bonds to seven insurance companies at a unit price of 100 percent 
of principal amount and an interest rate and cost to the applicant of 4.25 percent 
per annum. The bonds are not to be redeemable within the first 5 years from 
proceeds from the sale of bonds bearing a lesser coupon rate than 4.25 percent. 

In support of the requested exemption from the competitive bidding re- 
quirement the applicant adduces: (1) the belief of its officers that the price 
“is as good or better than any price which could be obtained under today’s 
market conditions under competitive bidding’: (2) any sale at competitive 
bidding would entail additional estimated minimum expenses of $26,300; (3) 
sale at competitive bidding would entail “risk and uncertainty connected with 
the rather extended period of time essential to consummation of a competitive 
bidding deal” ; 








(4) “no person will receive or is entitled to receive a fee for 
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services other than attorneys, accountants and those performing similar tech- 
nical service in connection with negotiations for the consummation of the is- 
suance or sale of said securities or in securing the purchasers of the securities.” 

Written notice of the application has been given to the Public Utilities Com- 
missioner of Oregon, Public Utilities Commission of Idaho, Board of Railroad 
Commissioners of Montana, Public Service Commission of Wyoming and to 
the Governors of each of those States. Notice of the application has also been 
given by publication in the Federal Register on August 20, 1953 (18 F. R. 4975), 
stating that any person desiring to be heard or to make any protest with 
reference to the application should file a petition or protest on or before August 
31, 1953. 

By order entered August 24, 1953, the Public Service Commission of Wyoming 
approved the issuance and sale by applicant of $8,000,000 of its first mortgage 
bonds to institutional investors specified in the application, and the Idaho Com- 
mission, by order entered August 20, 1953. 

On August 25, 1953, a letter protesting the exemption was received from Hal- 
sey, Stuart & Co., Inc., and served upon the applicant. 

The letter states that neither the coupon rate nor indicated price represents 
the best terms which the applicant could have obtained at open competitive sale 
between July 15, 1953 and August 25, 1953. The letter states that the application 
as of August 25 did not disclose all the information and exhibits required by 
the rules, particularly the terms and conditions of the purchase contract and 
restrictive provisions of the supplemental indenture, and requests that the Com- 
mission defer action on the requested exemption until those data have been 
filed and made available for inspection. 

The letter also refers to the redemption restriction. It concludes: 

In the event the applicant offers, in accordance with the Commission's 
competitive bidding rule, such issue having characteristics comparable to 
its publicly held first mortgage bonds, Halsey, Stuart & Co. Inc., alone or 
with associates, will submit a bid for such an issue. 

By telegram dated August 31, Halsey, Stuart & Co. acknowledged receipt that 
date of copies of the supplemental application, related exhibits and applicant’s 
letter of August 28, and undertook to airmail to the Commission on September 1 
a further statement. 

The applicant’s letter of August 28 so referred to was received by the Com- 
mission August 31, 1953. It objects to the informality of the Halsey, Stuart & 
Co. protest; submits an analysis in support of the opinion of applicant’s officers 
as to the price; argues that the redemption restriction will not be unduly burden- 
some; points to the time limitations under which it is operating and the lack of 
any assurance that the slower competitive bidding procedures would secure a 
price as good or better; and asks that the letter of Halsey, Stuart & Co. be 
disregarded. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission, as 
heretofore described and set forth in the Commission’s order dated March 28, 
1951, In the Matter of Mountain States Power Co., docket No. B-6344, 10 F. P. C. 
866. 

(2) The proposed issuance of first mortgage bonds is an issuance of securities 
within the purview of section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of section, 204 (f) of the Federal Power Act, and the proposed issuance of 
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securities is, therefore, not exempt by virtue of that section from the require- 
ments of section 204 of the act. 

(4) The showing made 1s insufficient to enable the Commission to find that 
compliance with competitive bidding requirements of the rules would not be 
appropriate to aid the Commission to determine whether the issue or sale or 
any term or condition thereof is not consistent with the public interest, as 
required by section 34.1a (a) (4) of the Commission’s rules. 

(5) The proposed issuance of securities as hereinafter authorized and ap- 
proved will be for a lawful object, within the corporate purposes of applicant 
and compatible with the public interest, which is appropriate for and consistent 
with the proper performance by applicant of service as a public utility and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 

(6) The public notice given the aforesaid application is reasonable. 

The Commission orders: 

(A) The proposed issuance of $8,000,000, principal amount, of first mortgage 
bonds be and the same hereby is authorized and approved subject to the provi- 
sions of this order. 

(B) Applicant’s request for exemption from requirements of section 34.la 
(b) and (c) of the Commission’s rules and regulations regarding competitive 
bidding is hereby denied. 

(C) This order, with respect to the bonds described above, shall not become 
effective until applicant shall have amended and perfected its application by 
filing the data and information specified in section 34.2 (k) (2) (i) of the 
Commission’s rules in accordance with the last sentence of section 34.2 (k) (2) 
(ii) thereof, and shall have proposed redemption provisions which do not 
prevent redemption from the proceeds of the sale of bonds bearing a lesser 
coupon rate than 4.25 percent and the Commission by subsequent order has 
approved the proposed method of complying with the competitive bidding re- 
quirements, and the redemption provisions. 

(D) This authorization shall expire unless the transactions hereby authorized 
are consummated within 60 days of the date of this order. 

(EB) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body, with respect to rates, service, 
accounts, valuation, estimates or determination of costs, or any matter whatso- 
ever which may come before this Commission, or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Commis- 
sion in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(F) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any securities to which 
this order relates. 

Commissioner Doty not participating. 


Order exempting licensee from the provisions of section 20.1 of the Commission’s 
general rules and regulations 


The Public Service Co. of New Hampshire 
Docket No. E-6521 


September 8, 1953 


The Public Service Co. of New Hampshire (Public Service), incorporated 
under the laws of New Hampshire, with its principal place of business at Man- 
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chester, N. H., filed an application on August 31, 1953, seeking exemption of a 
proposed issuance of $7,000,000 of its first mortgage bonds from the provisions 
of section 20.1 of the Commission’s general rules and regulations. 

The application states that Public Service is a licensee under part I of the 
act and transmits power in interstate commerce over an interconnected electrical 
system consisting of generating, transmission and distribution facilities in the 
States of Maine, New Hampshire and Vermont. Also that 98.99 percent of the 
company’s total plant is located in the States of New Hampshire and Vermont, 
where it serves 99.85 percent of its customers and obtains 99.95 percent of its 
total revenues. 

The application states further that the amount and character of its security 
issues are subject to the approval of the New Hampshire Public Utilities Com- 
mission and the Vermont Public Service Commission, but are not subject to the 
approval of the Maine Public Utilities Commission. 

Subsequently, on September 1, 1953, the Commission received from the com- 
pany certified copies of orders of the Maine Commission dated December 8, 1943, 
and May 26, 1947, in case U. 1770, authorizing Public Service under the pro- 
visions of section 46 of chapter 40 of the Revised Statutes of Maine, 1944, to 
mortgage its properties located in the State of Maine, including all additions, 
extensions, betterments and improvements thereto by indenture of mortgage and 
supplemental indentures under and in accordance with the terms of which the 
proposed bonds apparently will be issued. 

It thus appears that Maine may have provided a Commission to regulate and 
control the amount and character of bonds to be issued by Public Service to the 
extent properties of that company located in Maine are mortgaged to secure the 
bonds. Hence the approval of the mortgage and supplemental indentures by the 
Maine Commission, together with action of the Vermont and New Hampshire 
Commissions, if favorable to the issuance of the proposed bonds, may make in- 
applicable the requirement of this Commission’s approval in section 20.1 of 
the rules of this Commission. 

The Commission finds. 

Under the foregoing circumstances exemption of the proposed issuance of 
bonds from any requirement of Commission approval by section 20.1 of the 
Commission’s rules is appropriate to carry out the provisions of the act. 

The Commission orders: 

The proposed issuance of bonds be and the same hereby is exempted from any 
requirement of section 20.1 of the Commission’s rules for approval by this 
Commission. 

Commissioner Doty not participating. 


Supplemental order issuing certificate of public convenience and necessity 
Connecticut Gas Co. 
Docket No. G—1954 


September 3, 1953 


The Commission, on August 18, 1952, following due notice and public hearing 
held on June 30, 1952, respecting the matters involved and the issues presented by 
the application of the Connecticut Gas Co. (applicant) filed May 7, 1952, issued 
an order in the above docket issuing a certificate of public convenience and neces- 
sity to the applicant to construct and operate certain facilities for the transporta- 
tion of natural gas to the towns of Norwalk and Winsted, Conn. 
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Due to the pendency of docket No. G—1319, In the Matter of Algonquin Gas 
Transmission Co., the Commission,in its order issued August 18, 1952, reserved 
decision on a portion of the application referred to above, and stated: 


(G) So much of the record in docket No. G—-1954 as concerns the applica- 
tion of Connecticut Gas for a certificate of public convenience and necessity 
authorizing the construction and operation of facilities, and the sale of 
natural gas at Waterbury, Willimantic, and Putnam, Conn., shall be held open 
for such determination as the Commission may later find to be required. 


The facilities referred to in paragraph (G) for which applicant seeks authoriza- 
tion to construct and operate are: 

(1) 5,800 feet of 10 and 12-inch lateral line from the system of Algonquin Gas 
Transmission Co. to Waterbury, Conn. ; 

(2) 5,000 feet of 4-inch lateral line from the system of Algonquin to Willimantic, 
Conn. ; and 

(3) 120 feet of 4inch lateral line from the system of Algonquin to Putnam, 
Conn. 

Applicant also requests authorization to transport and sell natural gas through 
the above facilities to Connecticut Light & Power Co. for resale in the respective 
communities. 

The estimated cost of the proposed facilities is $95,645, to be financed by 
applicant from funds on hand. 

Natural gas will shortly be available on the system of Algonquin Gas Trans- 
mission Co. for delivery to applicant in accordance with the Commission’s 
authorization in opinion No. 259 in docket No. G-—1319, et al., issued August 
6, 1953 (12 F. P. C. 209). 

The Commission finds: 

(1) Applicant, a Connecticut corporation having its principal place of business 
at Berlin, Conn., owns and operates facilities in the State of Connecticut for the 
transportation and sale of natural gas in interstate commerce for resale for 
ultimate public consumption, subject to the jurisdiction of the Commission, and is, 
therefore, a “natural-gas company” within the meaning of the Natural Gas Act, 
as heretofore found by the Commission in its order issued August 18, 1952, in 
this matter. 

(2) The facilities proposed to be constructed, as described above, will be used 
for the transportation and sale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, and the construction and operation thereof by 
applicant are subject to the requirements of subsections (c) and (e) of section 7 
of the Natural Gas Act. 

(3) The proposed construction and operation of the facilities described above 
by the applicant are required by the public convenience and necessity and a cer- 
tificate therefor should be issued as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
Service hereinafter authorized and to conform to the provisions of the Natural 
Gas Act, and the requirements, rules and regulations of the Commission there- 
under. 

(5) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of rule 1.32 (b) [18 C. F. R. 1.32 
(b)] having been satisfied, as indicated by paragraph (7) of the order in this 
matter issued August 18, 1952, sufficient cause exists in the circumstances for the 
Commission to supplement that order by rendering its final decision in this doc- 
ket, with respect to applicant’s request for a certificate of public convenience 
and necessity authorizing the construction and operation of facilities for the 
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transportation of natural gas, and the sale of natural gas for resale at Water- 
bury, Willimantic, and Putnam, Conn. 

The Commission orders: 

(A) The aforesaid order issued in this docket on August 18, 1952, issuing a 
certificate of public convenience and necessity to Connecticut Gas Co. to construct 
and operate certain facilities hereby is supplemented to render final decision on 
the matters reserved by paragraph (G) of that order. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued to Connecticut Gas Co. authorizing it to construct and operate the 
facilities described above, and as more fully set forth in the application in these 
proceedings and the exhibits appended thereto, for the transportation and sale of 
natural gas at Waterbury, Willimantic, and Putnam, Conn., subject to the juris- 
diction of the Commission, upon the terms and conditions of this order. 

(C) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (B) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by applicant within 30 days from the issue date of the order issuing such 
certificate: Provided, however, That if an application for rehearing of such order 
is filed in accordance with section 19 of the Natural Gas Act, such acceptance shall 
be filed within 30 days from the issue date of the order of the Commission upon 
the application for rehearing or within 30 days from the date on which such ap- 
plication may be deemed to have been denied when the Commission has not acted 
on such application within 30 days after it has been filed: Provided, further, That 
if a petition for review is filed in accordance with the provisions of section 19 
of the Natural Gas Act, such acceptance shall be filed within 30 days after final 
disposition of the judicial review proceedings thus initiated. 

(D) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate issued in paragraph (B) hereof: 

(1) The construction hereby authorized shall be commenced within 90 days 
after the issuance of this order and shall be completed and actual operations 
thereunder commenced by applicant not later than 6 months subsequent to begin- 
ning of construction. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following: 

(i) within 10 days after bona fide beginning of construction, notice of date of 
such beginning; 

(ii) within 3 months after date of issuance of this order, a progress report 
showing the exact status of authorized construction ; 

(iii) within 10 days after authorized facilities have been constructed and placed 
in service and operations herein authorized have commenced, notice of the date 
of such placement and commencement ; 

(iv) within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement showing 
the actual cost of constructing authorized facilities by operating units, and show- 
ing separately the actual cost of labor, materials, rights-of-way, damages, surveys, 
engineering, inspection, overhead, interest during construction, construction, 
contingencies, and all other items of cost, together with a statement showing 
and explaining the cause for any difference between actual cost and estimate 
of costs relied upon herein by applicant. 

(E) The rates and charges to the Connecticut Light & Power Co. for natural 
gas sold and delivered to it by Connecticut Gas Co. at Waterbury, Willimantic, 
and Putnam, Conn., should not exceed the cost which would result if the facilities 
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to be constructed and operated by Connecticut Gas Co. were owned and operated 
by Connecticut Light & Power Co. 

(F) The certificate herein granted to Connecticut Gas Co. is not transferable 
and shall be effective only so long as Connecticut Gas Co. continues the operations 
hereby authorized in accordance with the provisions of the Natural Gas Act, as 
amended, and the pertinent rules, regulations, or orders heretofore or hereafter 
issued by the Commission. 

Commissioners Doty and Draper not participating. 


Order modifying order issuing certificate of public convenience and necessity 
and rescinding authorization to abandon facilities 


Chicago District Pipeline Co. 
Docket No. G—2090 
September 4, 1953 


On July 15, 1953, Chicago District Pipeline Co. (applicant) filed an applica- 
tion to modify the Commission’s opinion No. 248 and accompanying order issued 
April 16, 1953, issuing a certificate of public convenience and necessity and 
authorizing the abandonment of certain existing facilities of applicant. 

Paragraph (C) of the Commission’s order issued April 16, 1953, authorized 
the construction and operation of natural-gas pipeline facilities which included 
the following: 

Approximately .3 mile of 24-inch submerged pipeline across the Des Plaines 
River. 

Approximately 31.2 miles of 30-inch pipeline from a point of connection with 
the 24-inch river crossing southwesterly to the junction of Chicago District’s 
Crawford and Calumet pipelines in Will County, Ill. 

In addition, paragraph (E) of said order authorized applicant to abandon 
approximately .3 mile of overhead 20-inch pipeline across the Des Plaines River. 

Applicant by application filed July 15, 1953, requests that said order herein 
should be modified to (1) rescind the authorization to abandon the .3 mile of 
20-inch pipeline crossing, and (2) authorize applicant to construct and operate 
the following pipeline facilities : 

(1) A section of 30-inch pipeline to be constructed from a point of connection 
with the 36-inch pipeline authorized in said order near the east bank of the 
Des Plaines River in section 12, southwesterly along the east bank of the Des 
Plaines River to a point near Hodgkins, IIL, in section 22, township 38 north, 
range 12 east of the Third Principal meridian, Cook County, Ill., approximately 
3.75 miles ; 

(2) A 24-inch submerged pipeline to be constructed across the Des Plaines 
River, approximately .134 mile; 

(3) A section of 30-inch pipeline to be constructed from a point of connection 
with said 24-inch river crossing near the west bank of the Des Plaines River in 
section 22, township 38 north, range 12 east, Cook County, Ill., northwesterly to 
the route authorized in said order and southwesterly to the junction of appli- 
cant’s Crawford and Calumet pipelines near the north line of section 19, town- 
Ship 35 north, range 10 east, Will County, IIl., approximately 28.026 miles. 

Applicant by its present proposal also requests authority partially to reroute 
its 30-inch pipeline to avoid construction of said pipeline over a route which 
would traverse abandoned quarries and low lands now being filled with refuse, 
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and through industrial properties near the southwest limits of the city of 
Chicago, Ill, which applicant contends would involve it in lengthy purchase 
and possibly exchange negotiations. Applicant submits that it is because of the 
foregoing conditions that it requests authorization to partially reroute its pro- 
posed 30-inch pipeline. 

After due notice pursuant to the Commission’s order issued herein on August 
17, 1953, a public hearing was held in Washington, D. C., on August 26, 1953, 
respecting the matters involved and the issues presented by the application. No 
protest to the granting of the application has been received. 

The estimated cost of applicant’s project as modified would approximate 
$2,941,000, as compared to the initial cost of $2,950,000. 

The Commission finds: 

(1) It is appropriate in carrying out the provisions of the Natural Gas Act 
that the order issued herein on April 16, 1953, accompanying opinion No. 248, 
issuing a certificate of public convenience and necessity and authorizing the 
abandonment of existing pipeline facilities, be modified as hereinafter ordered. 

(2) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 C. F. R. 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) The order issued April 16, 1953, accompanying opinion No. 248, issuing 
a certificate of public convenience and necessity to the applicant, be and the 
same is hereby modified to effectuate the construction and operation of (1) 
approximately 31.776 miles of 30-inch pipeline in lieu of 31.2 miles of 30-inch 
pipeline, and (2) the construction and operation of approximately .134 mile 
of 24-inch submerged pipeline across the Des Plaines River in lieu of .3 mile 
of 24-inch submerged pipeline across the Des Plaines River, all as more fully 
described in the application filed July 15, 1953. 

(B) Said order is further amended by rescinding that part of paragraph (E) 
authorizing the abandonment of approximately .3 mile of overhead 20-inch pipe- 
line across the Des Plaines River. 

(C) Except for the modification effected by paragraphs (A) and (B) hereof, 
said opinion No. 248 and accompanying order be and the same are hereby left 
unchanged. 

Commissioner Doty not participating. 


Findings and order issuing a certificate of public convenience and necessity 
Montana-Dakota Utilities Co. 
Docket No. G-—2190 
September 4, 1953 


On June 17, 1953, Montana-Dakota Utilities Co. (applicant), a Delaware 
corporation having its principal place of business at Minneapolis, Minn., filed 
an application for a certificate of public convenience and necessity pursuant 
to section 7 of the Natural Gas Act, authorizing the construction and operation 
of approximately 4,032 feet of 314-inch natural-gas transmission pipeline replac- 
ing an equal amount of 1%4-inch and 2-inch sales lateral pipeline near Belle 
Fourche, S. Dak. 
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Pursuant to due notice, a public hearing was held in Washington, D. C., on 
August 28, 1953, respecting the matters involved and the issues presented by 
said application. No protest to the application has been received. 

Applicant proposes to replace a section of its existing lateral pipeline which 
is utilized to render service to the Eastern Clay Products Co., the American 
Colloid Co., and a small number of residential customers at the terminus thereof. 
A portion of said lateral pipeline was heretofore replaced with 3-inch pipe. Ap- 
plicant states that the existing section of 144-inch line is in poor condition, requir- 
ing replacement, and the larger diameter pipe is proposed to reduce pressure 
on the main line from which said lateral extends. Applicant estimates that 
by replacing its existing 114-inch line with 34-inch pipe, the gas volumes deliver- 
able to American Colloid Co. at 48 pounds per square inch gauge can be in- 
creased from approximately 600 M. c. f. per day to approximately 3,800 M. c. f. 
per day with a main line pressure of 225 pounds per square inch gauge and 
delivery of 520 M. c. f. per day to Eastern Clay Products Co. 

The estimated cost of the proposed facilities is $6,096, and the estimated net 
charge to retirement reserve in connection with retirement of the line to be 
replaced is $2,061. 

The Commission finds: 

(1) Applicant, Montana-Dakota Utilities Co., a Delaware corporation, having 
its principal place of business at Minneapolis, Minn., owns and operates, among 
other facilities, a natural-gas transmission pipeline system located in the States 
of Montana, North Dakota, and South Dakota, and by such operations is engaged 
in the transportation of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and is, therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order of April 6, 1943, in docket No. G—282, 3 F. P. C. 968. 

(2) The facilities hereinbefore described, which applicant proposes to con- 
struct and operate, are proposed to be used for the transportation and sale of 
natural gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion, as an integral part of applicant’s existing pipeline system, and the construc- 
tion and operation thereof by applicant are subject to the requirements of sub- 
sections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of section 1.32 (b) (18 C. F. R. 
1.32 (b))} of the Commission’s rules of practice and procedure having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final de- 
cision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Montana-Dakota Utilities Co. to construct and operate the 
facilities hereinbefore described, all as more fully described in the application 
in this proceeding, for the transportation of natural gas in interstate commerce 
as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order . 

(B) The following condition be and the same hereby is attached to the issu- 
ance of the certificate issued in paragraph (A) hereof: 
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The certificate herein granted shall be void and without force or effect unless 
accepted in writing by applicant within 30 days from the date of issuance of 
this order: Provided, however, That such acceptance may be filed within 30 days 
from the date of issuance of the order of the Commission upon an application 
for rehearing of this order, if any, or within 30 days from the date on which 
such application may be deemed to have been denied when the Commission has 
not acted on such application within 30 days after it has been filed; and Pro- 
vided, further, That such acceptance may be filed within 30 days after final dis- 
position of proceedings for judicial review of any petition for review of this 
order. 

(C) The following conditions be and the same hereby are attached to the 
exercise of rights granted by the certificate issued in paragraph (A) hereof: 

(1) Applicant shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following: 

(a) within 30 days from the date of issuance of this order, notice of the date 
of the bona fide beginning of the construction of the facilities herein authorized, 
of the date on which such construction was completed, and the date on which 
operation of such facilities commenced ; 

(b) within 6 months from the date of issuance of this order, a statement 
showing the actual cost of constructing said facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, con- 
tingencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimate of cost 
relied upon by applicant. 

(D) The certificate hereby issued is not transferable and shall be effective only 
so long as applicant continues the operations authorized by this order and in ac- 
cordance with the provisions of the Natural Gas Act, as well as any applicable 
rules, regulations, or orders of the Commission. 

Commissioner Doty not participating. 


Findings and order issuing certificate of public convenience and necessity 
Arkansas Louisiana Gas Co. 
Docket No. G—2198 


September 4, 1953 


Arkansas Louisiana Gas Co. (applicant), a Delaware corporation with its 
principal place of business in Shreveport, La., on June 24, 1953, filed an applica- 
tion, as amended on August 10, 1953, for a certificate of public convenience and 
necessity pursuant to section 7 of the Natural Gas Act, authorizing the con- 
struction and operation of the following facilities. 

(1) A tap on its existing line CM-14 near the town of New Boston, Bowie 
County, Tex., with metering and regulating facilities at that point. 

(2) Approximately 71,400 feet of 6—5<-inch pipeline extending westerly from 
the proposed tap (item 1) to the corporate limits of the town of DeKalb, Tex. 

After due notice and pursuant te the Commission’s order issued herein on 
August 19, 1953, a public hearing was held in Washington, D. C., on August 25, 
1953, respecting the matters involved and the issues presented by the application 
as amended. No protest to the granting of the application has been received 
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Applicant, by means of the proposed facilities, will transport and supply 
natural gas for ultimate distribution in the town of DeKalb and the community 
of Malta, Tex., and render some service to consumers along the route of the 
pipeline.’ 

The estimated requirements of the town of DeKalb, the community of Malta 
and consumers along the route of the proposed facilities are estimated to be as 
follows: 





Annual requirements (M. c. f.) 





Peak-day requirements (M. c. f.) 
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Applicant proposes to obtain its natural-gas supply to render the service pro- 
posed herein from its existing gas reserves which appear adequate. 

The estimated cost of the transmission pipeline facilities above-described will 
approximate $189,121. In addition, applicant’s proposed distribution facilities 
are estimated to cost $119,900. Such facilities will be financed by applicant out 
of its cash reserves. 

The Commission finds: 

(1) Arkansas Louisiana Gas Co. (applicant) is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order adopted January 26, 1943, In the Matter of Arkansas 
Louisiana Gas Co., docket No. G—252, 3 F. P. C. 910. 

(2) The facilities hereinbefore described are to be used for the transportation 
of natural gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion, and the construction and operation thereof by applicant, are subject to the 
requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the proposed facilities by 
applicant are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 C. F. R. 1.32 (b)) having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Arkansas Louisiana Gas Co., authorizing it to construct and operate 
the facilities hereinbefore described, all as more fully described in the applica- 
tion as amended and the record in this proceeding, subject to the terms and 
conditions of this order. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by applicant within 30 days from the issue date of the order issuing such 
certificate : Provided, however, That if an application for rehearing of such order 





1 Applicant also proposes to construct and operate the distribution facilities for supply- 
ing natural gas in the town of DeKalb and the community of Malta, Tex. 
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is filed in accordance with section 19 of the Natural Gas Act, such acceptance 
shall be filed within 30 days from the issue date of the order of the Commission 
upon the application for rehearing or within 30 days from the date on which 
such application may be deemed to have been denied when the Commission has 
not acted on such application within 30 days after it has been filed: Provided, 
further, That if a petition for review is filed in accordance with the provisions 
of section 19 of the Natural Gas Act, such acceptance shall be filed within 30 
days after final disposition of the judicial review proceedings thus initiated. 

(C) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be commenced within 90 days 
after the issuance of this order and shall be completed and actual operations 
thereunder commenced by applicant not later than 6 months subsequent to 
beginning of construction. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following: 

(i) within 10 days after bona fide beginning of construction, notice of date 
of such beginning ; 

(ii) within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of 
the date of such placement and commencement ; 

(iii) within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement showing 
the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, contin- 
gencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimate of costs 
relied upon herein by applicant. 

(D) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations hereby authorized and in accord- 
ance with the provisions of the Natural Gas Act, as well as any applicable rules, 
regulations, or orders of the Commission. 

Commissioner Doty not participating. 


Findings and order issuing certificate of public convenience and necessity 
Gas Transport, Inc. 
Docket No. G—2200 
September 4, 1953 


Gas Transport, Inc. (applicant), a Delaware corporation having its principal 
place of business in Lancaster, Ohio, on June 24, 1953, filed an application for a 
certificate of public convenience and necessity pursuant to section 7 of the Natural 
Gas Act, authorizing the construction and operation of approximately 10 miles of 
4-inch pipeline extending from a point in the Belleville Gas Field in Wood and 
Jackson Counties, W. Va., to a point of connection with applicant’s existing 14- 
inch pipeline in Wood County, W. Va., for the purpose of augmenting applicant's 
gas supply. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
August 26, 1953, respecting the matters involved and the issues presented by the 
application. No protest to the granting of the application has been received. 
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The record shows that applicant has entered into a contract with the Belleville 
Oil & Gas Co. for the purchase of natural gas. 

Applicant estimates the cost of construction at $37,996, and proposes to finance 
the project from cash on hand. 

The record further shows that applicant’s parent company, Anchor Hocking 
Glass Corp., in effect, purchases all of applicant’s firm deliveries of gas through 
an arrangement whereby applicant delivers gas to the Ohio Fuel Gas Co., which 
in turn delivers an equivalent quantity of gas to the Anchor Hocking Glass Corp. 

The Public Utilities Commission of the State of Ohio, on July 24, 1953, filed a 
notice of intervention supporting the application herein. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
in Lancaster, Ohio, is engaged in the transportation of natural gas in interstate 
commerce and the sale in interstate commerce of natural gas for resale for 
ultimate public consumption, and is, therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act as heretofore found by the Commission 
in its order of November 28, 1941, in docket No. G—213, 2 F. P. C. 1079. 

(2) The facilities hereinbefore described, as more fully described in the appli- 
cation herein, are proposed to be used in the transportation of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission, as integral 
parts of applicant’s existing pipeline system, and the construction and operation 
thereof by applicant are subject to the requirements of subsections (c) and (e) 
of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant, having requested omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of section 1.32 (b) [18 C. F. R. 
1.32 (b)] of the Commission’s rules of practice and procedure having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in the application in this proceeding and 
the exhibits appended thereto, for the transportation of natural gas therein set 
forth, subject to the jurisdiction of the Commission, upon the terms and condi- 
tions of this order. 

(B) The following condition be and the same is hereby attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate herein granted shall be void and without force or effect unless 
accepted in writing by applicant within 30 days from the date of issuance of 
this order: Provided, however, That such acceptance may be filed within 30 
days from the date of issuance of any order upon an application for rehearing, 
if any, of this order, or within 30 days from the date on which any such appli- 
cation may be deemed to have been denied when the Commission has not acted 
thereon: and Provided, further, That such acceptance may be filed within 30 days 
after final disposition of the judicial review of proceedings initiated by any peti- 
tion for review of this order. 
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(C) The following conditions be and the same hereby are attached to the 
exercise of rights granted by the certificate issued in paragraph (A) hereof: 

(1) Construction of the facilities herein authorized shall be completed and 
the operation and service herein authorized shall be actually undertaken and 
regularly performed by applicant within 3 months from the date of issuance of 
this order. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following : 

(a) within 10 days after the bona fide beginning of construction, notice of the 
date of such beginning ; 

(b) within 10 days after the facilities herein authorized have been constructed 
and placed in service or any operation and service herein authorized has com- 
menced, notice of the date of such placement and commencement; and 

(c) within 6 months after the facilities herein authorized have been con- 
structed and placed in service and operation as herein authorized has com- 
menced, a statement showing the actual cost of constructing said facilities by 
operating units, and showing separately the actual cost of labor, materials, 
rights-of-way, damages, surveys, engineering, inspection, overhead, interest dur- 
ing construction, contingencies, and all other items of cost, together with a state- 
ment showing and explaining the cause for any difference between actual cost 
and estimates of cost relied upon by applicant in this proceeding. 

(D) This certificate is not transferable and shall be effective only so long as 
applicant continues the operation hereby authorized in accordance with the pro- 
visions of the Natural Gas Act, and any pertinent rules, regulations, or orders 
heretofore issued by the Commission. 

Commissioner Doty not participating. 


Findings and order granting request for amendment and modification of order 
authorizing the exportation of natural gas from the United States into a 
foreign country, for amendment and modification of Presidential permit, and 
for amendment and modification of order issuing a certificate of public con- 
venience and necessity 


Treasure State Pipe Line Co. 
Docket Nos. G-1982, G-1983, G-1984, G-2147, G—2148 
September 8, 1953 


On April 6, 1953, Treasure State Pipe Line Co. (applicant) filed an application 
in docket No. G-2147 for a permit pursuant to section 3 of the Natural Gas Act, 
authorizing the exportation of additional quantities of natural gas through exist- 
ing facilities from the United States into the Dominion of Canada. 

On April 6, 1953, applicant filed an application in docket No. G-2148 for a 
Presidential permit pursuant to Executive order No. 8202, dated July 13, 1939, 
authorizing the construction, maintenance, operation, and connection at the inter- 
national boundary, of facilities for the exportation of natural gas from the 
United States into the Dominion of Canada. 

On May 25, 1953, applicant filed applications (1) in docket No. G—1982 for an 
order amending the order of the Commission issued on November 19, 1952, au- 
thorizing the exportation of natural gas from the United States into the Dominion 
of Canada, (2) in docket No. G-1983 for an order amending the Presidential 
permit, signed by the President of the United States on October 30, 1952, pur- 
suaht to Executive order No. 8202, dated July 13, 1939, authorizing the construc- 
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tion, operation, maintenance, and connection at the borders of the United States 
of facilities for the exportation of natural gas from the United States into the 
Dominion of Canada, and (3) in docket No. G-1984 for an order amending the 
findings and order of the Commission issued on November 19, 1952, issuing a 
certificate of public convenience and necessity authorizing the construction and 
operation by applicant of certain natural-gas transmission facilities required 
for the exportation of natural gas from the United States into the Dominion of 
Canada. 

Due notice of the filing of said applications has been given, including publica- 
tion in the Federal Register of the notices in docket Nos. G—2147 and G—2148 on 
April 25, 1953 (18 F. R. 2459), and of the notice in docket Nos. G—1982, G—1983, 
and G—1984 on June 12, 1953 (18 F. R. 3369-3370). No protest to any of said 
applications or request to be heard has been received. 

The Presidential permit in docket No. G—1983 and the order issuing a certificate 
of public convenience and necessity in docket No. G-1984 authorize applicant to 
construct, operate, maintain, and connect a valve connection and meter at a 
point on its existing facilities along the international boundary between the 
United States and Canada, and the order issued in docket No. G-1982 authorizes 
applicant, by means of said facilities, to export natural gas obtained from wells 
owned by its parent, Hardrock Oil Co., in the Cut Bank Gas Field in Montana, 
into the Dominion of Canada, for transportation and delivery in the town of 
Coutts, Province of Alberta, Dominion of Canada, in exact accordance with the 
terms of a contract dated February 11, 1952, between applicant and Coutts Gas 
Co., Ltd. The volumes thereby authorized to be exported consist of such supply 
of natural gas as applicant has available and as is necessary to meet the needs 
of Coutts Gas Co., Ltd. for the sale and distribution of natural gas within the 
town of Coutts, Alberta, Canada. 

Applicant has entered into a contract dated March 27, 1953, between applicant 
and Coutts Gas Co., Ltd., under the terms of which applicant has agreed to sell 
to Coutts Gas Co., Ltd., such supply of natural gas as applicant has available and 
as is necessary to meet the needs of Coutts Gas. Co., Ltd., for sale or resale 
and/or distribution of natural gas within the village of Milk River, Province of 
Alberta, Dominion of Canada. 

In its said applications, hereinbefore described, applicant seeks appropriate 
modifications and amendments of the orders heretofore issued by the Commission 
and of the Presidential permit signed by the President of the United States on 
October 30, 1952, to authorize the exportation of such additional volumes of 
natural gas as may be required for the additional service to the village of Milk 
River, Alberta, Canada, as herein proposed. Applicant estimates that the poten- 
tial market in said village of Milk River is approximately 50,000 M. ec. f. of 
natural gas annually. No additional facilities are required to render the pro- 
posed additional service. 

The Presidential permit hereinbefore described provides, in article 2 thereof, 
among other things, that: 

No substantial change shall hereafter be made in the facilities and opera- 
tions authorized by this permit until such change shall have been approved 
by the Commission. 

Said Presidential permit further provides, in article 12 thereof, that: 

This permit is subject to the limitations, terms, and conditions contained 
in the orders issued by the Federal Power Commission in docket No. G—1982 
upon an application filed by permittee pursuant to section 3 of the Natural 

Gas Act, authorizing the exportation of natural gas into the Dominion of 
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Canada from the United States, and in docket No. G—1984 upon an applica- 
tion filed by permittee pursuant to section 7 of the Natural Gas Act, for a 
certificate of public convenience and necessity authorizing the construction 
and operation of natural-gas facilities for such exportation, and shall con- 
tinue in force and effect only so long as permittee shall continue the opera- 
tions thereby authorized in exact accordance with such limitations, terms, 
and conditions. 

Applicant now seeks modification and amendment of the Presidential permit 
and the authorizations heretofore granted to permit the exportation of addi- 
tional volumes of natural gas from the United States into the Dominion of 
Canada for service to the village of Milk River, Alberta, Canada, as hereinbefore 
set forth. 

On August 15, 1953 the President of the United States signed an amended 
Presidential permit, amending the Presidential permit heretofore signed on 
October 30, 1952, and granting the authorization requested by applicant in 
docket Nos. G—1983 and G-2148. 

The Commission finds: 

(1) It is appropriate for carrying out the provisions of the Natural Gas 
Act, and good cause exists to modify and amend the orders heretofore issued 
by the Commission in docket Nos. G-1982 and G—1984 in the manner hereinbefore 
set forth, all as more fully set forth in the applications filed by applicant on April 
6, 1953, in docket No. G-2147, and on May 25, 1953, in docket Nos. G—1982 and 
G-1984. 

(2) It is appropriate and consistent with the public interest to grant approval 
by the Commission of the modification and amendment of the Presidential per- 
mit signed by the President of the United States on October 30, 1952 in the 
manner hereinbefore set forth, all as more fully set forth in the applications 
filed by applicant on April 6, 1953, in docket No. G-2148, and on May 25, 1953, 
in docket No. G—1983. 

The Commission orders: 

(A) That portion of the Commission’s order issued in docket No. G-1982 on 
November 19, 1952, which immediately follows the words, “‘The Commission 
orders:”, including all of paragraph (A) of said order, be and the same hereby 
is modified and amended to read as follows: 

Treasure State Pipe Line Co. be and it hereby is authorized to export 
natural gas from the United States into the Dominion of Canada in the manner, 
to the extent, upon the conditions, and at the point specified in its applications 
filed on June 27, 1952 and May 25, 1953, in docket No. G—1982, and on April 6, 
1953, in docket No. G—2147, subject to the following terms and conditions: 

(A) The operations hereby authorized shall be accomplished by applicant in 
exact accordance with the terms and conditions of the contract dated February 
11, 1952, between applicant and Coutts Gas Co., Ltd., and in exact accordance 
with the terms and conditions of the contract dated March 27, 1953 between 
applicant and Coutts Gas Co., Ltd. Such exportation of natural gas shall be 
limited to a maximum annual quantity of 80,000 M. c. f. for use only in Coutts 
and Milk River, Alberta, Canada, and in the event the gas supply to applicant 
shall fail in whole or in part, or shall be required to meet applicant’s market 
in the United States, applicant shall reduce ur terminate its delivery and sales 
of natural gas to Coutts Gas Co., Ltd., to such extent as maybe necessary to 
meet, applicant’s market in the United States. 

(B) Paragraph (C) (3) of the Commission’s order issued in docket No. 
G-1984 on November 19, 1952, 11 F. P. C. 1450, be and the same hereby is modified 
and amended to read as follows: 
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(3) The operations hereby authorized shall be accomplished by applicant in 
exact accordance with the terms and conditions of the contract dated February 
11, 1952 between applicant and Coutts Gas Co., Ltd., and in exact accordance 
with the terms and conditions of the contract dated March 27, 1953 between 
applicant and Coutts Gas Co., Ltd. Such exportation of natural gas shall be 
limited to a maximum annual quantity of 80,000 M. c. f. for use only in Coutts 
and Milk River, Alberta, Canada, and in the event the gas supply to applicant 
shall fail in whole or in part or shall be required to meet applicant’s market 
in the United States, applicant shall reduce or terminate its delivery and sales 
of natural gas to Coutts Gas Co., Ltd., to such extent as may be necessary to 
meet applicant’s market in the United States. 

(C) Said orders issued on November 19, 1952, in docket Nos. G—-1982 and 
G-1984, shall, in all other respects, be and remain the same. 

(D) Approval be and the same hereby is granted to change the operations au- 
thorized by the Presidential permit, signed by the President of the United States 
on October 30, 1952 pursuant to application therefor filed in docket Nos. G—1983 
and G—2148, in the manner set forth in the amended Presidential permit signed 
by the President of the United States on August 15, 1953. 

Commissioner Doty not participating. 


Order approving revised exhibits and adjusting annual charges 
Pacific Gas & Electric Co. 
Project No. 1352 


September 9, 1953 












In compliance with article 3 of its license as amended for major project No. 
1352, Pacific Gas & Electric Co. filed on February 3, 1948, as corrected February 
9, 1948, and June 1, 1949, and as supplemented on March 17, 1953, revised ex- 
hibits showing the location of the project works and lands occupied by such in 
relation to more recently executed public land surveys and new surveys. No 
change is involved in any part of the project works as now licensed. 

The revised exhibits are described as follows: 








EXHIBIT J 


Sheet No. E. P. C. No.| Drawing No. | Showing 





ea iawatanaahseeee ‘ 1352-21 401581 | Project (key map) 





EXHIBIT K 


E. P. C. No. | Drawing No. | Showing 







ice Sikes anwedasans seal 1352-22 | 401982 | Lake Almanor to Butt Valley 

aa a, j ~23 | 402240 | Butt Valley Reservoir 

7 3 iat i -24 402241 Do. 

4B ~25 | 402242 | Butt Valley Dam to Caribon Power House 
5 B.. -26 | 401582 | Transmission line 

iu cgmdeetcemidbsee ~27 401583 | Do. 

i iitcccasehainadiemukatan -28 | 401584 Do. 
















Note: Sheets Nos. 2B, 3B, 4B, 5B, and 6B revised April 25, 1952. 

Also filed with the above-described revised exhibits is exhibit F-1 revised, 
describing the lands within the project boundary, and it would appear that ex- 
hibit F, now part of the license and which is a statement showing the licensee’s 
title to or right to occupy lands necessary for use in connection with the project, 


1214 FEDERAL POWER COMMISSION 


should be eliminated from the license, since the remaining information shown 
thereon is of a general nature customarily not made part of licenses. How- 
ever, the information shown on exhibit F-1 revised can be ascertained from 
other exhibits, and its approval as part of the license does not appear to be 
necessary. 

The revised exhibits supersede exhibit J (F. P. C. Nos. 1352-14 and -18) 
and exhibit K (F. P. C. Nos. 1352-2, —9, -12, -13, -—15, -16, —18, -19 and —20) now 
part of the license. 

The principal effect of approval of the revised exhibits will be to increase 
slightly the area of lands of the United States occupied by the project, exclusive 
of those occupied for transmission line right-of-way, and to decrease slightly the 
lands of the United States occupied for transmission line right-of-way only, with 
a consequent adjustment in the annual charges specified in article 19 of the 
license for the project as hereinafter provided. 

The Commission finds: 

(1) The above-described revised exhibits J and K conform to the Commis- 
sion’s rules and regulations. 

(2) The amount of annual charges specified in paragraphs B and C of article 
19 of the license, as amended, should be adjusted to reflect the changes in the 
area of lands of the United States occupied by the project, and the annual charge 
hereinafter imposed is reasonable. 

The Commission orders: 

(A) The revised exhibits referred to in finding (1) above are hereby approved 
as part of the license for project No. 1352, and superseded exhibit J. (F. P. C. 
Nos. 1352-14 and -18) and exhibit K (F. P. C. Nos. 1352-2, —-9, —12, —13, —15, —16, 
—18, -19 and -20), and exhibit F are hereby excluded from the license for the 
project. 

(B) The annual charges specified in paragraphs B and C of article 19 of 
the license, as amended, are hereby adjusted so that the said article now 
reads as follows: 

Article 19. The licensee shall pay to the United States the following annual 
charges, effective January 1, 1949: 

(A) For the purpose of reimbursing the United States for the costs of admin- 
istration of part I of the act, 1 cent per horsepower on the authorized installed 
eapacity (90,000 horsepower), plus 24% cents per 1,000 kilowatt-hours of gross 
energy generated by the project during the calendar year for which the charge 
is made; 


(B) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, excluding those used for transmission line right 
of-way, $252.12; and 


(C) For the purpose of recompensing the United States for the use, oc- 
ecupancy, and enjoyment of its lands used for transmission line right-of-way 
only, $209.44. 


Commissioner Doty not participating. 


Order authorizing issuance of securities 
Minnesota Power & Light Co. 
Docket No. E-6513 


September 10, 1953 


Minnesota Power & Light Co. (applicant), incorporated under the laws of 
Minnesota and having its principal place of business at Duluth, Minn., filed 
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an application on August 10, 1953, for an order authorizing the issuance of 
858,047 shares of its no par value common stock to accomplish a two-for-one 
split of its presently issued and outstanding no par value common stock by 
issuing to each of its common stockholders of record at the close of business on 
October 9, 1953, one such additional share for each share then held. 

The application indicates that, pursuant to a resolution of applicant’s board 
of directors, there will be a special meeting of applicant’s stockholders on 
October 1, 1953, among other things, to obtain stockholder approval of the pro- 
posed increase in applicant’s presently issued and outstanding no par value 
common stock from 858,047 to 1,716,094 shares, which additional shares are 
proposed to be distributed to accomplish the intended two for one split. 

The application shows that applicant’s no par value common stock has a 
present book value of $29.12 per share which will be reduced to $14.56 upon 
consummation of the proposed split. 

Applicant’s total authorized capital stock as presently set forth in its articles 
of incorporation is as follows: 


116, 000 shares 5 percent preferred___._______________ $100 par value 
200,000 shares serial preferred___.___.__.__.__.__--__.__-_.__. No par value 


2,000,000 shares common stock No par value 


Applicant anticipates that the proposed split of its common stock will broaden 
the market therefor and stimulate trading therein. It is expected that the 
proposed action will cause such stock to be more attractive to new investors 
and benefit the applicant when it becomes necessary to issue additional shares 
of its no par value common stock in the future to finance corporate requirements. 

Applicant states that it own the Blanchard hydroelectric plant and the Winton 
hydroelectric plant, which plants were constructed under F. P. C. license Nos. 
346 and 469, respectively, held by it. 

Written notice of the application has been given to the Railroad and Warehouse 
Commission of Minnesota and to the Public Service Commission of Wisconsin 
and to the Governor of each of those States. Notice of the application has also 
been given by publication in the Federal Register on August 18, 1953 (18 F. R. 
4920), stating that any person desiring to be heard or to make any protest with 
reference to the application should file a petition or protest on or before August 
31, 1953. No protest or petition or request to be heard in opposition to the grant- 
ing of said application has been received. 

The Commission finds: 

(1) Applicant is a public utility within the meaning of section 204 of the 
Federal Power Act, subject to the jurisdiction of the Commission as heretofore 
described and set out in the Commission’s order entered November 10, 1950, 
In the Matter of Minnesota Power & Light Co., docket No. E-6324, 10 F. P. C. 836. 

(2) Applicant is a licensee under part I of the Federal Power Act and subject 
as such to the jurisdiction of the Commission within the provisions of the act. 

(3) Applicant is a public-service corporation, owns and operates licensed 
projects, and develops, transmits and distributes power for sale or use in public 
service in Minnesota. 

(4) Part of the power developed and transmitted by applicant enters into inter- 
State commerce and is distributed in public service and consumed in Wisconsin. 

(5) Minnesota has not authorized and empowered a commission or other 
agency or agencies within said State to regulate and control the amount or char- 
acter of securities to be issued by applicant. 

(6) The proposed issuance of stock, as described above, will constitute an 
issuance of securities subject to regulation under part I of the act and section 
20.1 of the Commission's rules. 
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(7) The proposed issuance of common stock, as described above, will constitute 
an issuance of securities within the provisions of section 204 of the act. 

(8) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the meaning 
of section 204 (f) of the act, and the proposed issuance of securities, therefore, 
is not exempt by virtue of that section from the requirements of section 204 
of the act. 

(9) The proposed issuance of 858,047 shares of applicant’s no par value com- 
mon stock to accomplish the common stock split, described above, as hereinafter 
authorized, will be for a lawful object, within the corporate purposes of the 
applicant and compatible with the public interest, which is appropriate for and 
consistent with the proper performance by the applicant of service as a public 
utility and which will not impair its ability to perform that service and is reason- 
ably appropriate for such purposes. 

(10) The public notice given the aforesaid application is reasonable. 

The Commission orders: 

(A) The proposed issuance of 858,047 shares of no par value common stock 
to accomplish the common stock split, described above, upon the terms and con- 
ditions, and for the purposes specified in the application, be and the same is hereby 
authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions hereby authorized 
are consummated within 90 days from the date of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
which may come before this Commission or any other regulatory body, and noth- 
ing in this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or 
asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 


Order amending order issuing certificate of public convenience and necessity 
Philadelphia Electric Co. 
Docket No. G—2069 
September 10, 1953 


Philadelphia Electric Co. (applicant) filed on July 10, 1953, an application 
to amend the certificate of public convenience and necessity granted by order 
of the Commission issued November 21, 1952, as amended March 11, 1953, in the 
above-entitled matter. 

Said application requests further amendment of the aforementioned order to 
effectuate the transportation and delivery of natural gas on an interruptible 
basis to G. and W. H. Corson, Ine. (Corson), an industrial customer, in the 
volume of 2,000 M. c. f. per day in lieu of the maximum daily delivery of 1,455 
M. ec. f. previously authorized. The increased volume proposed to be delivered 
by applicant results from a new contract which provides for the delivery of 
2,000 M. c. f. of natural gas per day, executed by applicant on one hand and by 
Corson on the other, under date of June 22, 1953. 
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Applicant also specifically requests that paragraph (C) (4) of the order issued 
November 21, 1952, which limited the utilization of the facilities authorized 
therein to the transportation and delivery of natural gas up to but “not in excess 
of 1,455 M. c. f: per day,’”’ be amended so as to authorize the operation of said 
facilities to provide for the delivery of 2,000 M. c. f. per day. 

Due notice of the filing of the application to amend has been given including 
publication in the Federal Register, on August 6, 1953 (18 F. R. 4634), which 
provided that protests or petitions to intervene be filed in accordance with the 
Commission’s rules of practice and procedure on or before August 20, 1953. No 
protests or petitions to intervene have been received in opposition to the granting 
of said application. 

The Commission finds: 

It is appropriate in carrying vut the provisions of the Natural Gas Act, and 
in the public interest, that the order issued herein on November 21, 1952, as 
amended March 11, 1953, granting a certificate of public convenience and necessity 
to the Philadelphia Electric Co., be amended as hereinafter ordered. 

The Commission orders: 

(A) The Commission’s order issued November 21, 1952, as amended March 
11, 1953, be and the same is hereby further amended so as to authorize the 
Philadelphia Electric Co. to transport and deliver natural gas on an inter- 
ruptible basis to G. and W. H. Corson, Inc., in volumes up to and including 2,000 
M. c. f. per day. 

(B) In addition, paragraph (C) (4) of said order issued November 21, 1952, 
be and the same is hereby amended by revising said paragraph to read as 
follows: 

(C) (4) The facilities hereby authorized shall be used only for the trans- 
portation and delivery of natural gas on an interruptible basis to G. and W. H. 
Corson, Inc., but not in excess of 2,000 M. c. f. per day. 

(C) In all other respects, the order issued November 21, 1952, as amended 
March 11, 1953, shall remain in full force and effect. 


Order further amending license (minor part) 
Nevada Irrigation District 
Project No. 338 


September 15, 1953 

















Application was filed July 7, 1950, and amended May 4, 1953, by Nevada 
Irrigation District, licensee for minor-part project No. 338. located on Canyon 
Creek and the Middle Fork of Yuba River in Nevada and Sierra Counties in the 
State of California and affecting lands of the United States within the Tahoe 
National Forest, for amendment of the license for the project as hereinafter 
specified. 

The application seeks to include in the license reconstructed Jackson Lake 
dam and reservoir—the dam having been raised about 6 feet, resulting in an 
increase in useful storage to about 1,060 acre-feet per annum—and provide for 
the relocation of portions of the Bowman-Spaulding Canal in sec. 18, T. 18 N., 
R. 7 E., and at Fall Creek crossing in sec. 1, T. 17 N., R. 11 E., and see. 6, 
T.17N., R. 12 E., Mount Diablo meridian, California. 

Applicant states that during the severe winter of 1951-52 several thousand 
feet of flume mounted on trestles from 10 to 50 feet high were damaged or 
destroyed; and that in replacing this flume during the summer of 1952 it was 
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decided as a precaution against a repetition of such damage to rebuild it on 
solid ground as a benched flume and to avoid excessive rock cuts around a 
precipitous cliff by driving a tunnel approximately 550 feet in length. 

The Commission by order entered April 30, 1946, modifying its order entered 
October 10, 1939, among other things, dismissed that part of the applicant's 
January 14, 1936, application seeking inclusion in the license of the Jackson Lake 
dam and reservoir without prejudice to resubmission in an application at such 
time as the requisite water rights had been obtained by the applicant from the 
State of California. Applicant states in its application that water rights are 
adequately covered by application and permits on file with the Division of 
Water Resources allowing it to store in Jackson Lake 1,060 acre-feet per annum. 

The effect of the amendment will be to increase by 54.43 acres the area of 
lands of the United States occupied by the project and increase the annual 
charge for the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands from $270 to $378.86. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Tahoe National Forest, has reported on the application. 

The Acting Secretary of the Interior has reported on the application. 

Pursuant to request therefor, the Commission by letter dated June 8, 1950, 
advised the applicant that it would interpose no objection to its undertaking 
at its own risk relocation of a portion of the Bowman-Spaulding Canal at Fall 
Creek prior to amendment of the license provided it complied with the require- 
ments of the Forest Service and filed with the Commission an application for 
amendment of the license within 90 days from the date of the letter. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not interfere 
or be inconsistent with the purposes for which the Tahoe National Forest was 
created or acquired; it will not alter any of the basic facts upon which the 
license was issued; and it will not require public notice. 

(2) The annual charge to be paid under the license as further amended for 
the purpose of recompensing the United States for the use, occupancy, and 
enjoyment of its additional lands made part of the license by this amendment is 
reasonable as hereinafter fixed and specified. 

(3) The following exhibits filed as part of the application conform to the 
Commission’s rules and regulations and should be approved as part of the 
license for the project : 

Exhibit K—4-1 Revised (F. P. C. No. 338-78) ; 

Exhibit K-6, Sheet 3A (F. P. C. No. 338-81), superseding in part Exhibit K-6, 
Sheets 2 and 3 (F. P. C. Nos. 338-35 and -36), and Exhibit L—7, Sheets 3 and 4 
(F. P. C. Nos. 338-15 and -16), now part of the license; 

Exhibit K-6, Sheet 19A (F. P. C. No. 338-82), superseding Exhibit K-6, Sheet 
19 (F. P. C. No. 338-51), and in part Exhibit L-7, Sheet 11 (F. P. C. No. 338-23), 
now part of the license ; and 

exhibit L-4-1 Revised (F. P. C. 338-80) ; 
and superseded Exhibit K-6, Sheet 19 (F. P. C. No. 338-51), now part of the 
license, should be eliminated from the license. 

(4) Exhibit K-6, Sheets 2 and 3 (F. P. C. Nos. 338-35 and -36), and Exhibit 
L-7, Sheets 3 and 4 (F. P. C. Nos. 338-15 and -16), now part of the license, 
should be revised to exclude therefrom all reference to the Bowman-Spaulding 
Conduit between Sta. 54+43.5 and Sta. 85+81.1, and as so revised should be 
approved as part of the license for the project. 

(5) Exhibit L-7, Sheet 11 (F. P. C. No. 338-23), now part of the license, should 
be revised to exclude therefrom all reference to the Fall Creek Siphon, and as 
so revised should be approved as part of the license for the project. 
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The Commission orders: 

(A) The exhibits specified in finding (3) above as having been filed as part 
of the application are approved as part of the license for the project and super- 
seded Exhibit K-6, Sheet 19 (F. P. C. No. 338-51) is eliminated from the license 
for the project. 

(B) The exhibits specified in findings (4) and (5) above be revised as specified 
in said findings and as so revised are approved as part of the license for the 
project. 

(C) The license for project No. 338, which was issued November 16, 1925, 
to Nevada Irrigation District and subsequently amended, is hereby further 
amended, effective as of January 1, 1953, to provide for the inclusion therein of 
Jackson Lake Dam and reservoir; the relocation of portions of the Bowman- 
Spaulding Conduit between Sta. 54+43.5 and Sta. 85+81.1 and at Fall Creek; 
an increase in the area of lands of the United States occupied by the project and 
consequently an increase in the annual charge for recompensing the United States 
for the use, occupancy, and enjoyment of its lands; the inclusion of conditions for 
the protection of fish and wildlife resources; the incorporation in the license of 
certain exhibits showing said changes; and the elimination from the license of 
superseded Exhibit K-6, Sheet 19 (F. P. C. No. 338-51) ; said amendment being: 

PARAGRAPH I. The paragraph beginning with the words “NOW, THEREFORE,” 
at page 2 of the license as amended October 16, 1946, is hereby further amended to 
read as follows: 

NOW, THEREFORE, the Commission hereby issues this license to the Licensee 
for a period terminating on November 16, 1975, and subject to the conditions here- 
inafter specified for the purpose of authorizing the construction, operation, and 
maintenance upon lands of the United States within the Tahoe National Forest 
of such parts of the following project works as are located upon said lands: 

A diversion dam and reservoir on Middle Fork of Yuba River known as Milton 
dam and reservoir; a short pipeline and 4-mile tunnel leading therefrom to Bow- 
man reservoir, known as Milton-Bowman tunnel; a reservoir on Canyon Creek 
known as Bowman reservoir, formed by two dams designated as North and 
South Bowman dams; a dam and reservoir at French Lake on Canyon Creek, 
and a conduit extending from a low diversion dam on Canyon Creek, a short 
distance below Bowman dams to the forebay of the proposed Spaulding Rim 
powerplant of the Pacific Gas and Electric Co., in sec. 16, T. 17 N., R. 12 E., 
M. D. M.; and a dam and reservoir on Jackson Creek known as Jackson Lake 
Dam and Jackson Lake ; 


all as shown and described by certain exhibits which have been filed with the 
Commission by the Licensee and which are designated and described as: 

Evhibit J-1: (F. P. C. No. 338-58) General map. (Note: The project 
boundary for Bowman reservoir is as shown on Exhibit K—5, listed below, instead 
of as shown on Exhibit J-1.) 

Eehibit K-2: (F. P. C. No. 338-33) Milton Reservoir. 

Erhibit K-3: (F. P. C. No. 338-56) Milton-Bowman Conduit. 

Exhibit K-4-1 Revised: (F. P. C. No. 338-78) Jackson Lake. 

Evhibit K-—5: (F. P. C. No. 338-32) Bowman Reservoir. 

Evrhibit K-6: Sheets 1 to 18, inclusive (F. P. C. Nos. 338-34 to —50, inclusive, 
and -57) Bowman-Spaulding Conduit (except that Sheet 15 is titled “Rucker 
Creek Tunnel—June 1925"). (Note: Sheet 15 is superseded by Sheet 16 insofar 
as features are shown differently on the two sheets.) Sheets 2 and 3 revised to 
exclude all reference to the Bowman-Spaulding Conduit between Sta. 54+43.5 
and Sta. 85+81.1. Sheet 3A (F. P. C. No. 338-81) Bowman-Spaulding Conduit be- 
tween Sta. 54+43.5 and Sta. 85+81.1; and Sheet 19A (F. P. C. No. 338-82) 
Bowman-Spaulding Conduit at Fall Creek. 
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Evhibit L-2: (F. P. C. No. 338-55) Milton Diversion Dam. 

Exhibit L-3: (F. P. C. No. 338-7) Milton-Bowman Tunnel. (Note: This ex- 
hibit is superseded by Exhibit K-3, listed above, insofar as features are shown 
differently on the two exhibits.) (F. P. C. No. 338-53) Milton Pipe Line. (Note: 
This exhibit is superseded by Exhibit K-3, listed above, insofar as features are 
shown differently on the two exhibits. ) 

Evhibit L-4-1 Revised: (F. P. C. No. 338-80) Jackson Lake Dam. 

Exhibit L-4-4A: (F. P. C. No. 338-77) French Lake Dam. 

Exhibit L—-5: Sheets 1 and 8 (F. P. C. Nos. 338-8 and -10) Bowman Dam. 

Ecrhibit L-5-1: (F. P. C. No. 338-67) Bowman Dams Details. 

Evhibit L-5-2: (F. P. C. No. 338-72) North Bowman Dam Emergency Gate for 
Outlet Tunnel. 

Exhibit L—6: Sheets 1 and 2 (F. P. C. Nos. 338-11 and -12) South Arch Dam. 

Exhibit L—7: Sheets 1 to 19, inclusive (F. P. C. Nos. 338-13 to -31, inclusive) 
Bowman-Spaulding Conduit (except that sheet 16 is entitled “Rucker Creek Tun- 
nel—June 1925”). Sheets 3 and 4 revised to exclude all reference to the Bow- 
man-Spaulding “Conduit between Sta. 54+43.5 and Sta. 85+81.1, and Sheet 11 
revised to exclude all reference to the Fall Creek Siphon. 

Evhibit M: Contracts—Specifications Proposals for the construction of the 
Mountain Division Works, calling for proposals, bids to be opened July 30, 1925, 
signed by A. L. Wisker on February 20, 1922; 


which said exhibits approved by the Commission or by the Executive Secretary 
on behalf of the Commission are hereby made a part of this license, and no 
substantial change shall hereafter be made therein, until such change shall have 
been approved by the Commission; said license being subject to the following 
express conditions, other provisions and requirements of the act being waived 
under authority of section 10 (i) thereof: 

ParaGRAPH II. Article 23 of the license as amended November 13, 1930, is 
hereby further amended to read as follows: 

Article 23. The licensee shall pay to the United States for the use, occupancy, 
and enjoyment of its lands an annual charge of Three Hundred Seventy-eight 
Dollars and Eighty-six Cents ($378.86), consisting of the amount now fixed in the 
license for the project (Two Hundred Seventy Dollars ($270)), which amount 
is subject to change from time to time in accordance with the provisions of Regu- 
lation 14 of the rules and regulations of the Commission as amended and made 
effective on the first day of April, 1924, and in effect on November 16, 1925, the 
date of issuance of the license, and an annual charge of One Hundred Eight Dol- 
lars and Eighty-six Cents ($108.86) for the use, occupancy, and enjoyment of 
the additional lands of the United States occupied by the project and made part 
of the license for the project by this amendment. 

PARAGRAPH III. The license for the project shall be amended to include therein 
the following additional special conditions designated Articles 33 and 34, 
respectively : 

Article 33. A minimum flow of 1.0 cubic foot per second or the full flow of the 
stream when that is less than 1.0 cubic foot per second shall be maintained past 
the project diversion dam to Fall Creek immediately below the structure. 

Article 34. The licensee shall install such fish screen, or other fish-protective 
device, as may be required by the Commission upon recommendation of the 
Secretary of the Interior. 

PARAGRAPH IV. This amendment in the manner set out above shall not operate 
to alter or amend the license in any other respect, and shall not in any way 
constitute a waiver of any other part, provision or condition of the license as 
heretofore amended. 
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(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in section 313 (a) of the act, 
and failure to file such an application shall constitute acceptance of this amend- 
ment of license. In acknowledgment of the acceptance of this amendment of 
license, it shall be signed for the licensee and returned to the Commission within 
60 days from the date of issuance of this order. 


Findings and order issuing certificates of public convenience and necessity 


Independent Natural Gas Co., Northern Natural Gas Co., 
El Paso Natural Gas Co. 


Docket Nos. G—2124, G-2125, G-2126 
September 17, 1953 


Independent Natural Gas Co. (Independent), a Delaware corporation having 
its principal place of business in Omaha, Nebr., and a wholly-owned subsidiary 
of Northern Natural Gas Co. (Northern), filed an application on February 18, 
1953, in docket No. G—2124, pursuant to the provisions of the Natural Gas Act, 
for an order interpreting the certificate of public convenience and necessity 
issued to Independent by the Commission’s order dated October 6, 1942, In the 
Matter of Independent Natural Gas Co., docket No. G—379, 3 F. P. C. 824, to 
authorize Independent to compress and transport for Northern, through facili- 
ties authorized in docket No. G-—379, approximately 10,000 M. c. f. of natural 
gas per day; or, in the alternative, for an order granting Independent certificate 
authorization to compress and transport for Northern approximately 10,000 
M. c. f. of natural gas per day. By order issued on March 27, 1953, the Commis- 
sion denied the interpretation requested by Independent of its certificate issued 
in docket No. G-379, and ordered hearing to be held concerning the matters and 
issues involved in Independent’s application in docket No. G—2124. 

Northern Natural Gas Co. (Northern), a Delaware corporation having its 
principal place of business in Omaha, Nebr., filed an application on February 24, 
1953, in docket No. G—2125, pursuant to section 7 of the Natural Gas Act, for a 
certificate of public convenience and necessity authorizing the construction and 
operation of facilities, as described in the application, for the purpose of enabling 
it to transport into and through its system gas in the amount of approximately 
40,000 M. c. f. per day proposed to be purchased from Phillips Petroleum Co. 
(Phillips). During the course of the hearing in these consolidated proceedings, 
such application in docket No. G-2125 was amended to request a certificate 
authorizing partial operation of facilities as hereinafter described which are 
being constructed pursuant to authority granted by the Commission’s order 
accompanying opinion No. 249, issued on May 1, 1953, in docket No. G—2063, 
et al., to the extent necessary to enable Northern to transport 40,000 M. c. f. of 
gas, said facilities being adequate to enable Northern to transport both the vol- 
umes of gas to be purchased from Permian Basin Pipeline Co. (200,000 M. c. f.), 
as authorized in docket No. G—-2063, and the volumes of gas which are the subject 
matter of Northern’s application in docket No. G-2125 (40,000 M. c. f.). 

El Paso Natural Gas Co. (El Paso), a Delaware corporation having its prin- 
cipal place of business in El Paso, Tex., filed an application on February 24, 
1953, in docket No. G—2126, pursuant to section 7 of the Natural Gas Act, for a 
certificate of public convenience and necessity authorizing the construction and 
operation of compression, dehydration, and appurtenant facilities at its existing 
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Dumas compressor station in Moore County, Tex., for the processing and com- 
pressing for the account of Northern of the volumes of gas which Northern 
requests authorization to transport in docket No. G—-2125. 

Pursuant to further orders issued on March 27, 1953, April 3, 1953, and June 
9, 1953, consolidated hearings were held respecting the matters and issues 
involved in these and certain other applications not here concerned, and hearings 
with respect to docket Nos. G—2124, G-2125, and G-2126 were completed on 
July 9, 1953. Thereafter, on August 4, 1953, the Commission issued its order 
omitting the intermediate decision procedure in said dockets. 

Independent purchases its entire supply of natural gas, averaging 30,000 
M. ec. f. per day, from Phillips at the latter’s Gray gasoline plant in Gray County, 
Tex., compresses such gus, and transports it through its existing natural-gas 
pipeline system approximately 21 miles in a northwesterly direction to a point 
of connection with Northern’s pipeline system at a point near the latter’s Skelly- 
town compressor station in Carson County, Tex., where the gas is delivered and 
sold to Northern. 

The record shows that Independent and Northern entered into an agreement 
on January 5, 1953, whereby Independent agreed to compress and transport 
approximately 1¢,000 M. c. f. of natural gas per day for the account of Northern, 
which gas Northern proposes to purchase from Phillips Petroleum Co. Such gas 
would be transported by Independent through existing facilities, and the cost of 
such transportation would be paid by Northern under a cost-of-service formula. 
As proposed by Independent, such formula does not specify depreciation rate, 
nor a formula for determining such rate, does not provide for a credit for income 
tax accruals against working capital, and assumes a rate of return of 6% 
percent. 

Northern acquired the outstanding stock of Independent in November of 1952 
at a cost of approximately $354,000, and since that date has advanced approxi- 
mately $335,000 towards rehabilitation of Independent’s facilities. Such facili- 
ties are capable of compressing and transporting up to approximately 52,000 
M. c. f. of natural gas per day, or at least 12,000 M. c. f. per day more than the 
total of the 30,000 M. c. f. per day which Independent currently purchases from 
Phillips and transports and sells to Northern, and the 10,000 M. c. f. per day it 
proposes to transport for the aceount of Northern in docket No. G—2124. 

In docket No. G—2125, Nerthern requests a certificate for-partial operation, 
tc the extent necessary to transport the velumes of gas which are the subject 
matter of its application in said docket, of the following facilities which it was 
granted a certificate to construct in docket No. G—2063 : 

(a) 14.6 miles of 30-inch line extending from El Paso’s Dumas compressor 
station to Northern’s Sunray compressor station, such line being entirely located 
in Moore County, Tex. ; 

(b) 20.4 miles of 30-inch main-line loop extending northwardly from North- 
ern’s Texas valve No. 5 to its Beaver, Okla., compressor station ; 

(c) 15.8 miles of 30-inch main-line loop extending northwardly from North- 
ern’s Beaver compressor station to its Mullinville, Kans., compressor station. 

To move such gas from Phillips’ Dumas gasoline plant to El Paso’s Dumas 
compressor station, Northern must construct and operate approximately 1,800 
feet of 16-inch line to extend from a point at or near the property line of Phillips’ 
Dumas gasoline plant to a point at El Paso’s Dumas compressor station, the cost 
of construction of such facilities being estimated as approximately $48,000, which 
cost is to be defrayed from funds on hand. Northern has not requested authoriza- 
tion for construction and operation of such 1,800 feet of pipeline, contending that 
since such gas, when delivered to Northern at the tail-gate of Phillips’ Dumas 
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gasoline plant, is fully saturated with water at a pressure of 200 pounds and 
hence must be compressed and dehydrated at El Paso’s Dumas compressor station, 
such 1,800 feet of pipeline will not be used in the “transportation” of natural gas 
in interstate commerce subject to the jurisdiction of the Commission. 

El Paso requests authorization in docket No. G-—2126 to receive gas from 
Northern at its Dumas compressor station, to compress and dehydrate such gas, 
and to redeliver it to Northern, less losses and fuel, at a point on the property line 
at the outlet side of its Dumas compressor station. Such gas would be redelivered 
to Northern at a pressure which would be sufficient for the gas to enter Northern’s 
pipeline system at the discharge side of Northern’s Sunray station, but not at a 
pressure of more than 730 pounds per square inch until the facilities authorized 
to be constructed in docket No. G—2063 have been placed in operation, and there- 
after at a pressure of not more than 550 pounds per square inch. The cost of the 
facilities necessary to enable El Paso to dehydrate and compress such gas is 
estimated to be approximately $81,000, which cost El Paso proposes to defray 
from corporate funds on hand. The charge for such service is proposed to be 
two cents per M. c. f. for all gas delivered by Northern to El Paso for processing 
by El Paso. 

All of the gas which is the subject matter of the applications in these consoli- 
dated proceedings would be purchased by Northern from Phillips. The record 
shows that on or about January 1, 1953, Northern entered into a series of contracts 
with Phillips, involving the purchase of a total of 86,000,000 cubic feet of gas per 
day and providing, in summary, as follows: 

(a) For the purchase of 10,000,000 cubic feet of gas per day at a 14.65 pressure 
base at a price of 10.5 cents per M. c. f. until October 1, 1953, and of 13 cents per 
M. c. f. at the same pressure base until October 1, 1955, the date of termination of 
the contract, said gas being that proposed to be transported by Independent for 
Northern pursuant to Independent’s application in docket No. G-2124; 

(b) For the payment by Northern to Phillips for gas now being purchased by 
Independent from Phillips, of 9 cents per M. c. f. at a 16.4 pressure base until 
October 1, 1954, and 11.8 cents per M. c. f. at the same pressure base until October 
1, 1955, the termination date of the contract, in addition to the amount of 2.75 
cents per M. c. f. at the 16.4 pressure base currently being paid by Independent to 
Phillips for the approximately 30,000 M. c. f. per day being purchased by it 
pursuant to its existing contract with Phillips which terminates on October 
1, 1955; 

(ec) For the purchase by Northern from Phillips of approximately 46,000,000 
cubie feet of gas per day at a 14.65 pressure base, the delivery point of such gas 
to be at the outlet side of Phillips’ Gray gasoline plant, for a term commencing 
October 1, 1955, and ending October 1, 1960, and at the prices of 13 cents until 
October 1, 1958, 1314 cents until October 1, 1959, and 14 cents from October 1, 
1959 until October 1, 1960; 

(d) For the purchase by Northern from Phillips of 40,000,000 cubic feet of 
gas per day at a 14.65 pressure base, said gas being the subject matter of the ap- 
plications in docket Nos. G—2125 and G—2126, for a term commencing upon issu- 
ance of a certificate and ending Jaruary 1, 1960, at the prices of 11.5 cents to 
January 1, 1955, 13 cents to January 1, 1957, 14.5 cents to January 1, 1959, and 15 
cents to January 1, 1960, such prices to be reduced by the cost of compression of 
such gas by El Paso for Northern up to a pressure of 260 pounds per square 
inch ; and 

(e) For a “preferential right of purchase” contract, pursuant to which North- 
ern is given prior rights to purchase gas produced by Phillips in the Anadarko 
Basin in Texas, such contract being subject to the limitations, among others, that 
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Phillips elect to sell such gas for transportation or sale outside the State of 
Texas and that Northern meet prices offered by other prospective purchasers. 

The record shows that for the term of such contracts, Northern and Independ- 
ent would purchase from Phillips a total of 224 billion 811 million cubic feet of 
gas at an average cost of 12.97 cents per M. c. f. at a 14.65 pressure base; and 
that, absent certificates in docket Nos. G—2124, G—2125, and G—2126, Independent 
would purchase from Phillips 35 billion 871 million cubic feet of gas at a cost 
of 2.46 cents per M. c. f. at a 14.65 pressure base. The record shows that Phil- 
lips has an adequate gas supply to enable it to deliver to Northern and Inde- 
pendent volumes of gas described in the applications in docket Nos. G-2124 and 
G-2125. 

It further appears that during the 12-month period ending in May 1952, North- 
ern’s takes from its wells in the Kansas Hugoton Field exceeded the “‘allowables” 
assigned to such wells by the Kansas Corporation Commission under the prora- 
tion laws of the State of Kansas by an average of 63,000 M. c. f. per day at a 
14.73 pound pressure base: and that consistent takes of such excess volumes in 
the future would eventually result in the shutting-in of such wells by the Kansas 
Corporation Commission until such overages in takes were reduced to zero. If 
certificates are granted in docket Nos. G—2124, G-—2125, and G—2126, Northern 
proposes to cut back on its takes of gas from the Hugoton Field in amounts 
equivalent to the approximately 50,000 M. c. f. per day proposed to be purchased 
from Phillips in these proceedings, and estimates that such cut-back will extend 
its ability to meet both its peak and average day future estimated market re- 
quirements by approximately one year. 

The Commission finds: 

(1) Independent Natural Gas Co., a Delaware corporation having its principal 
place of business at Omaha, Nebr., is engaged, by virtue of its operations herein- 
before described, in the transportation of natural gas in interstate commerce and 
the sale in interstate commerce of natural gas for resale for ultimate public con- 
sumption, and is, therefore, a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its order of October 
6, 1942, in docket No. G-379, 3 F. P. C. 824. 

(2) The operations proposed by Independent in docket No. G—2124 will consti- 
tute transportation of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, and such operations are subject to the requirements 
of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Independent is able and willing properly to do the acts and to perform 
the service proposed, and to conform to the provisions of the Natural Gas Act 
and to the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed operations by Independent are required by the public con- 
venience and necessity, and a certificate therefor should be issued as hereinafter 
ordered and conditioned. 

(5) It is reasonable and necessary in the public interest that, as a condition to 
the exercise of rights hereinafter granted to Independent, it shall file a rate 
schedule applicable to its proposed service to Northern in docket No. G—2124 
which shall provide for a specific depreciation rate, for credit for income tax 
accruals against working capital, and which shall be based upon a 6 percent 
rate of return, pending disposition of applications by Northern for rate increase 
now pending before the Commission and the appellate courts, upon which disposi- 
tion Independent shall file a new rate schedule in which the rate of return shall 
be the same as that permitted Northern. 

(6) Northern Natural Gas Co, a Delaware corporation having its principal 
place of business at Omaha, Nebr., owns and operates, among other facilities, 
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a natural gas transmission pipeline system located in the States of Texas, 
Oklahoma, Kansas, Nebraska, Iowa, Minnesota, and South Dakota, and by 
such operations is engaged in the transmission and sale for resale of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, and 
is, therefore, a ‘“natural-gas company” within the meaning of the Natural Gas 
Act as heretofore found by the Commission in its order of April 6, 1943, In the 
Matter of Northern Natural Gas Co., docket No. G—280, 3 F. P. C. 967, and its 
order of January 18, 1950, In the Matter of Northern Natural Gas Co., docket 
No. G-1183, 9 F. P. C. 401. 

(7) The proposed movement of gas through the 1,800 feet of pipeline to extend 
from the tail-gate of Phillips’ gasoline plant to E] Paso’s Dumas compressor sta- 
tion will constitute transportation of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, for which application must be made by 
Northern and authorization granted by the Commission. 

(8) Northern’s facilities heretofore described, including such 1,800 feet of 
pipeline, are proposed to be used in the transportation of natural gas in inter- 
state commerce, subject to the jurisdiction of the Commission, as integral parts 
of Northern’s existing pipeline system, and the construction of such 1,800 feet 
of pipeline and the operation of all of such facilities are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(9) It is reasonable and necessary in the public interest that the issuance of 
the certificate hereinafter granted to Northern in docket No. G—2125 be con- 
ditioned to require that, unless within 30 days from the date of issuance of 
the order herein, Northern shall file an amendment to its application in said 
docket in accordance with the applicable Commission rules and regulations, 
which amendment shall request authorization to construct and operate the 1,800 
feet of pipeline heretofore described, said certificate shall be without force or 
effect. 

(10) Subject to its compliance with the provisions of finding (9) hereof, 
Natural is able and willing properly to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act and to the 
requirements, rules, and regulations of the Commission thereunder. 

(11) As hereofore conditioned, the proposed construction and operation of 
such 1,800 feet of pipeline and the proposed operation of the facilities described 
in Northern’s application in docket No. G-2125 are required by the public con- 
venience and necessity, and a certificate therefor should be issued as hereinafter 
conditioned and ordered. 

(12) Since the record does not disclose that Northern’s proposed cut-back 
in takes from the Kansas Hugoton Field, as set forth in these proceedings, has 
the approval of the Kansas Corporation Commission or is permissible under 
that Commission’s regulations, it is reasonable in the public interest that, in 
the exercise of the rights herein granted, Northern be required to demostrate 
to the satisfaction of the Commission that (1) such cut-back in takes is 
approved by the Kansas Corporation Commission or is permissible under its 
applicable regulations and (2) Northern’s operations are in full accord with 
the requirements of (1) above. 

(13) El Paso Natural Gas Co., a Delaware corporation having its principal 
place of business at El Paso, Tex., owns and operates, among other facilities, a 
natural-gas transmission pipeline system located in the States of Texas, New 
Mexico, and Arizona, and by such operations is engaged in the transportation 
and sale of natural gas in interstate commerce for ultimate public consumption, 
subject to the jurisdiction of the Commission, and is a “natural-gas company” 
within the meaning of the Natural Gas Act. 
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(14) El Paso’s facilities heretofore described are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, and the construction and operation thereof are subject to 
the requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(15) El Paso is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations of the Commission thereunder. 

(16) The proposed construction and operation of facilities by El Paso as 
heretofore described are required by the public convenience and necessity, and 
a certificate therefor should be issued as hereinafter ordered and conditioned. 

(17) It is reasonable and necessary in the public interest that the additional 
terms and conditions hereinafter specified be attached to the issuance of the 
certificates hereinafter issued and to the exercise of rights under such certificates. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Independent Natural Gas Co. authorizing it to transport for the 
account of Northern the volumes of gas specified in its application in docket 
No. G—2124. 

(B) The following condition be and the same hereby is attached to the is- 
suance of the certificate issued in paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by Independent within 30 days from the date of issue of this order: 
Provided, however, That if an application for rehearing of such order is filed 
in accordance with section 19 of the Natural Gas Act, such acceptance shall be 
filed within 30 days from the issue date of the order of the Commission upon 
the application for rehearing or within 30 days from the date on which such 
application may be deemed to have been denied when the Commission has not 
acted on such application within 30 days after it has been filed: Provided, fur- 
ther, That if a petition for review is filed in accordance with the provisions of 
section 19 of the Natural Gas Act, such acceptance shall be filed within 30 days 
after final disposition of the judicial review proceedings thus initiated. 

(C) The following condition be and the same hereby is attached to the exer- 
cise of rights granted by the certificate issued in paragraph (A) hereof: 

Within 30 days from the date of issuance of this certificate, Independent shall 
file a cost of service rate schedule applicable to its service proposed to Northern 
in docket No. G-2124, which rate schedule shall be satisfactory to the Commis- 
sion and which shall provide for a specific depreciation rate, for credit for 
income tax accruals against working capital, and which shall be based upon a 
6 percent rate of return pending disposition of applications by Northern for rate 
increases now pending before the Commission and the appellate courts: Provided, 
however, That upon final disposition of such pending rate increase applications, 
Independent shall file a new rate schedule in which the specified rate of return 
shall be the same as that permitted Northern. 

(D) Subject to the provisions of paragraph (E) hereof, a certificate of public 
convenience and necessity be and the same hereby is issued to Northern Natural 
Gas Co. authorizing construction and operation of the 1,800 feet of pipeline here- 
tofore described and operation of other facilities as described in its application 
in docket No. G—2125. 

(E) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (D) hereof: 

The certificate shall be void and without force or effect unless, within 30 
days from the date of issue of this order, Northern (1) shall file an amendment 


x 


to its application in docket No. G-2125 in accordance with the applicable Commis- 
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sion rules and regulations, which amendment shall request authorization to 
construct and operate the 1,800 feet of pipeline heretofore described; and (2) shall 
accept such certificate in writing: Provided, however, That if an application for 
rehearing of such order is filed in accordance with section 19 of the Natural Gas 
Act, such acceptance shall be filed within 30 days from the issue date of the 
order of the Commission upon the application for rehearing or within 30 days 
from the date on which such application may be deemed to have been denied 
when the Commission has not acted on such application within 30 days after it 
has been filed: Provided, further, That if a petition for review is filed in accord- 
ance with the provisions of section 19 of the Natural Gas Act, such acceptance 
shall be filed within 30 days after final disposition of the judicial review pro- 
ceedings thus initiated. 

(F) The following conditions be and the same hereby are attached to the 
exercise of rights granted by the certificate issued in paragraph (D) hereor: 

(1) The construction hereby authorized shall be commenced within 60 days 
after the issuance of this order and shall be completed and actual operations 
thereunder commenced by Northern not later than 6 months subsequent to be- 
ginning of construction. 

(2) Northern shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following: 

(i) within 10 days after bona fide beginning of construction, notice of date 
of such beginning: 

(ii) within 1 month after date of issuance of this order, a progress report 
showing the exact status of authorized construction ; 

(iii) within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of 
the date of such placement and commencement ; 

(iv) within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement show 
ing the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, con- 
tingencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimate of 
costs relied upon herein by Northern. 

(3) The facilities heretofore described shall not be operated for any purpose 
other than the transportation of volumes of gas equal to the volumes of gas 
cut-back and not taken from the Kansas Hugoton Field under the circumstances 
specified of record during the hearings in docket No. G—2125, unless otherwise 
authorized or ordered by the Commission. 

(4) Within 30 days from the date of issuance of this order, Northern shall 
demonstrate to the satisfaction of the Commission that its proposed cut-back 
in takes from the Kansas Hugoton Field as set forth in these proceedings has 
the approval of the Kansas Corporation Commission in accordance with the 
rules and regulations of that Commission applicable to the Kansas Hugoton 
Field, or that such proposed cut-back is permissible under the applicable regula- 
tions of the Kansas Corporation Commission, and shall thereafter, during oper- 
ations pursuant to the certificate herein granted, file reports on July 1 and 
January 1 of each year showing that its operations under such certificate have 
the approval of the Kansas Corporation Commission or are permissible under 
the regulations of that Commission. 

(G) A certificate of public convenience and necessity be and the same hereby 


is issued to El Paso Natural Gas Co. authorizing it to construct and operate 
facilities as heretofore described in its application in docket No. G-2126. 
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(H) The following condition be and the same hereby is attached to the 
issuance of the certificate issued in paragraph (G) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by El Paso within 30 days from date of issuance of this order: Provided, 
however, That if an application for rehearing of such order is filed in accordance 
with section 19 of the Natural Gas Act, such acceptance shall be filed within 
30 days from the issue date of the order of the Commission upon the application 
for rehearing or within 30 days from the date on which such application may 
be deemed to have been denied when the Commission has not acted on such 
application within 30 days after it has been filed: Provided, further, That if 
a petition for review is filed in accordance with the provisions of section 19 
of the Natural Gas Act, such acceptance shall be filed within 30 days after final 
disposition of the judicial review proceedings thus initiated. 

(I) The following conditions be and the same hereby are attached to the 
exercise of rights granted by the certificate issued in paragraph (G) hereof: 

(1) The construction hereby authorized shall be commenced within 60 days 
after the issuance of this order and shall be completed and actual operations 
thereunder commenced by El Paso not later than 6 months subsequent to be- 
ginning of construction. 

(2) El Paso shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following: 

(i) within 10 days after bona fide beginning of construction, notice of date of 
such beginning ; 

(ii) within 1 month after date of issuance of this order, a progress report 
showing the exact status of authorized construction ; 

(iii) within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of the 
date of such placement and commencement ; 

(iv) within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement showing 
the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, con- 
tingencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimate of 
costs relied upon herein by El Paso. 

(3) Within 30 days from the date of issuance of this order, El Paso shall file 
as a rate schedule in conformity with section 154.52 of the Commission’s regula- 
tions under the Natural Gas Act its compression and dehydration agreement with 
Northern. 

(J) The certificates herein issued are not transferable in any manner and 
shall be effective only so long as Independent, Northern, and El Paso continue the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as well as any applicable rules, regulations, or orders of the Commission. 


Findings and order issuing certificate of public convenience and necessity 
Arkansas Louisiana Gas Co. 
Docket No. G-2179 
September 18, 1953 


Arkansas Louisiana Gas Co. (applicant) a Delaware corporation with its 
principal place of business in Shreveport, La., filed an application on May 28, 
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1953, as amended on August 10, 1953, for a certificate of public convenience and 
necessity pursuant to section 7 of the Natural Gas Act, authorizing the construc- 
tion and operation of a line tap, metering, regulating and appurtenant facilities 
on its line AM-46 near station 2165 and the operation under lease of approxi- 
mately 98,208 feet of 41%4-inch O. D. transmission pipeline to be constructed by 
the town of Foreman, Ark., from a point on applicant’s system near Ashdown, 
Ark., to Foreman, Ark. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
September 15, 1953, respecting matters involved and the issues presented by the 
application and amendment thereto. No protests to the application have been 
received. 

Applicant, by means of the proposed facilities, will transport and supply natural 
gas for ultimate distribution in Foreman, Ark., and render service to consumers 
along the route of the pipeline.’ 

The estimated requirements of Foreman, Ark., and consumers along the 
route of the connecting pipeline between Ashdown and Foreman, Ark., are esti- 
mated to be as follows: 


Peak 
Annual (M.c.f.) Day 


iscsi ue anil iach sana talaga 28, 400 293 


ssc issn: Aaceaa cabal aaa ipa ana 35, 840 367 
I I ei a ace ie nea ee ee 40, 680 415 


A UN CE ak cia i i i a ae 43, 770 445 
A icles aka aaa 45, 910 464 


Ist year (1954) 
2nd year (1955) 





The estimated cost of the facilities to be constructed by Foreman, Ark., in- 
clusive of the pipeline to extend from applicant's system near Ashdown to the 
distribution system in Foreman, will be $270,000, and will be paid for by Foreman, 
Ark., from the proceeds of the sale of revenue bonds. Cost of facilities to be 
constructed by applicant is estimated to be $2,095, which will be paid for from 
cash on hand. 

The Commission finds: 

(1) Arkansas Louisiana Gas Co. (applicant) is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion in its order adopted January 26, 1943, Jn the Matter of Arkansas Louisiana 
Gas Co., docket No. G-252, 3 F. P. C. 910. 

(2) The facilities hereinbefore described are to be used for the transportation 
of natural gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion, and the construction and operation thereof by applicant are subject to the 
requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the proposed facilities by 
applicant are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 C. F. R. 1.32 (b)) having heen 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 





SS 


2 Applicant also proposes to operate the distribution facilities in Foreman, Ark., which 
will be constructed by the town. 
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The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Arkansas Louisiana Gas Co., authorizing it to construct and operate 
the facilities hereinbefore described, all as more fully described in the application 
as amended and the record in this proceeding, subject to the terms and conditions 
of this order. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by applicant within 30 days from the issue date of the order issuing 
such certificate: Provided, however, That if an application for rehearing of such 
order is filed in accordance with section 19 of the Natural Gas Act, such accept- 
ance shall be filed within 30 days from the issue date of the order of the Commis- 
sion upon the application for rehearing or within 30 days from the date on which 
such application may be deemed to have been denied when the Commission has 
not acted on such application within 30 days after it has been filed: Provided, 
further, That if a petition for review is filed in accordance with the provisions 
of section 19 of the Natural Gas Act, such acceptance shall be filed within 30 days 
after final disposition of the judicial review proceedings thus initiated. 

(C) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be commenced within 90 days 
after the issuance of this order and shall be completed and actual operations 
thereunder commenced by applicant not later than 6 months subsequent to 
beginning of construction. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following: 

(i) within 10 days after bona fide beginning of construction, notice of date of 
such beginning ; 

(ii) within 10 days after authorized facilities have been constructed and placed 
in service and operations herein authorized have commenced, notice of the date 
of such placement and commencement ; 

(iii) within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement show- 
ing the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, con- 
tingencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimate of 
costs relied upon herein by applicant. 

(D) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations hereby authorized and in 
accordance with the provisions of the Natural Gas Act, as well as any applicable 
rules, regulations, or orders of the Commission. 

Commissioner Draper not participating. 


Findings and order permitting and approving abandonment 
Hope Natural Gas Co. 
Docket No. G-2189 
September 18, 1953 


On June 16, 1953, Hope Natural Gas Co. (applicant), a West Virginia corpora- 
tion having its principal place of business at 445 West Main Street, Clarksburg, 
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W. Va., filed an application for authorization, pursuant to section 7 (b) of the 
Natural Gas Act, to abandon and remove certain of its compressor stations 
described in the application and supplement thereto filed on July 24, 1953, as 
follows: 


Station name Location—County in | Constructed Last operated Horse- 
W. Va. in | power 


Scott’s Run Monongalia | 1997 | June 1951 ns 444) 
Schultz... <2 | Pleasants . | 1906 | August 195]. . 750 
Weston ee ..-| Lewis. | 1918 | July 1951__ 945 
Spruce Fork Bete Boone 1929 | February 1952__. 360 
Jack Evans Roane ; 1924 June 1953 mall 940 





Applicant represents that abandonment is necessitated by exhaustion of 
natural gas supplies from local fields to which the above named stations have 
been connected, and that before exhaustion of such supplies, all field suction 
lines feeding the stations proposed to be abandoned were connected into other 
field suction lines of nearby stations. Applicant further states that the aban- 
donment of the facilities will result in no abandonment or curtailment of exist- 
ing service. 

Applicant estimates a net salvage value for the five compressor stations of 
$70,932.26, with an annual savings for operating expenses and fixed charges 
of $142,939.94. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 11, 1953, respecting the matters involved and the issues presented 
by the application. No protest of the application has been received. 

The Commission finds: 

(1) Applicant, a West Virginia corporation having its principal place of 
business at 445 West Main Street, Clarksburg, W. Va., owns and operates, among 
other facilities, a natural-gas transmission pipeline system located in the State 
of West Virginia, by the operation of which applicant is engaged in the trans- 
portation and sale of natural gas in interstate commerce for resale for ultimate 
public consumption, subject to the jurisdiction of the Commission, and is, there- 
fore, a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order of April 27, 1943 in docket 
No. G-290, 3 F. P. C. 994. 

(2) The facilities proposed to be abandoned and removed, as heretofore de- 
scribed, are used in the transportation and sale of natural gas in interstate com- 
merce, subject to the jurisdiction of the Commission, and the abandonment 
thereof by applicant is subject to the requirements of subsection (b) of section 7 
of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts proposed and to 
conform to the requirements, rules and regulations of the Commission there- 
under. 

(4) The available supply of natural gas is depleted to the extent that continu- 
ance of operation of the facilities heretofore described is unwarranted, and the 
public convenience and necessity permits the abandonment, and an order per- 
nitting and approving the same should be issued as hereinafter ordered. 

(5) Applicant, having requested the omission of the intermediate decision 
procedure, and all requirements of the provisions of section 1.32 (b) (18 C. F. R. 
1.32 (b)) of the Commission's rules of practice and procedure having been satis- 
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fied, sufficient cause exists for the Commission forthwith to render its fina! de- 
cision in the instant proceeding. 

The Commission orders: 

(A) Applicant be and it is hereby granted permission and approval for the 
abandonment of the natural-gas facilities hereinbefore described. 

(B) Applicant shall report to the Commission, in writing and under oath, 
the date or dates on which said facilities are abandoned or removed as hereby 
authorized. 

Commissioner Draper not participating. 

















Findings and order issuing certificate of public convenicnee and necessity 
El Paso Natural Gas Co. 
Docket No. G—2205 


September 18, 1953 















On July 1, 1953, El Paso Natural Gas Co. (applicant), a Delaware corporation 
With its principal office in El Paso, Tex., filed application with the Federal Power 
Commission for a certificate of public convenience and necessity pursuant to 


section 7 of the Natural Gas Act, authorizing the construction and operation of 
a tap at the Wingate Fractionating plant terminus of its Gallup-Wingate pipeline 
in McKinley County, N. Mex. 

The facilities herein involved will enable applicant to deliver natural gas to 
Southern Union Gas Co. for resale in Rehoboth Mission. The estimated third 
year delivery is 17,000 M. ¢. f. and 150 M. ¢. f. on the peak day. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 9, 1953 respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 























(1) El Paso Natural Gas Co., a Delaware corporation, having its principal 
place of business at El Paso, Tex., is engaged in the transportation of natural 
gas in interestate commerce and the sale in interstate commerce of natural gas 
for resale for ultimate public consumption, and therefore is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its January 11, 1944, order in docket No. G—288, 4 F. P. C. 486. 

(2) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(3) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as integral parts of applicant's existing pipeline system, and the 
construction and operation thereof by applicant are subject to the requirements 
of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(4) The public convenience and necessity require the attachment to the exer- 
cise of the rights granted under the certificate issued the terms and conditions 
hereinafter ordered, which are reasonable and necessary. 

(5) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
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Cc. F. R. 1.32 (b)) of the Commission's rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to El Paso Natural Gas Co. authorizing it to construct and operate the 
facilities hereinbefore described as more fully described in the application. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by applicant within 30 days from the issue date of the order issuing 
such certificate: Provided, however, That if an application for rehearing of such 
order is filed in accordance with section 19 of the Natural Gas Act, such accept- 
ance shall be filed within 30 days from the issue date of the order of the Com- 
mission upon the application for rehearing or within 30 days from the date on 
which such application may be deemed to have been denied when the Commission 
had not acted on such application within 30 days after it had been filed: Provided, 
further, That if a petition for review is filed in accordance with the provisions of 
section 19 of the Natural Gas Act, such acceptance shall be filed within 30 days 
after final disposition of the judicial review proceedings thus initiated. 

(C) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be commenced within 60 days 
after the issuance of this order and shall be completed and actual operations 
thereunder commenced by applicant not later than 6 months subsequent to begin- 
ning of construction. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following: 

(i) within 10 days after bona fide beginning of construction, notice of date of 
such beginning ; 

(ii) within 1 month after date of issuance of this order, a progress report 
showing the exact status of authorized construction ; 

(iii) within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of the 
date of such placement and commencement; 

(iv) within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement showing 
the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, contin- 
gencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimate of costs 
relied upon herein by applicant. 

(v) applicant shall file an appropriate revised service agreement prior to 
commencement of the proposed service, and applicant shall make the proposed 
sale and render the proposed service initially under its presently effective rate 
schedule B-3. 

(D) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations hereby authorized and in 
accordance with the provisions of the Natural Gas Act, as well as any applicable 
rules, regulations, or orders of the Commission. 

Commissioner Draper not participating. 
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Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G—2206 
September 18, 1953 


On July 1, 1953, El Paso Natural Gas Co. (applicant), a Delaware corporation 
with its principal office in El Paso, Tex., filed application with the Federal Power 
Commission for a certificate of public convenience and necessity pursuant to 
section 7 of the Natural Gas Act, authorizing the construction and operation of 
taps to its pipeline in New Mexico and Arizona in the Navajo Indian Reservation, 
together with 10 metering and regulating stations for delivery of natural gas to 
the Navajo Indian tribe at the following points: Shiprock and Toadlena in San 
Juan County, N. M.; Tohatchi and Twin Lakes in McKinley County, N. M.; 
Window Rock-Fort Defiance, St. Michaels, Ganado, and Hunter’s Point in Apache 
County, Ariz.; Greasewood in Navajo County, Ariz.; and Leupp in Coconino 
County, Ariz. 

The facilities herein involved will enable applicant to deliver natural gas to 
the Navajo Indian tribe for distribution in the Navajo Indian Reservation in 
northwest New Mexico and northeast Arizona. The estimated third year de- 
livery is 620,250 M. c. f. and 2,576 M. c. f. on the peak day. 

The estimated cost of the additional facilities is $44,285 and their financing is 
to be out of applicant’s available treasury funds. 

Pursuant to due notice, a public. hearing was held in Washington, D. C., on 
September 10, 1953, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Co., a Delaware corporation, having its principal 
place of business at El Paso, Tex., is engaged in the transportation of natural 
gas in interstate commerce and the sale in interstate commerce of natural gas 
for resale for ultimate public consumption, and therefore is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its January 11, 1944 order in docket No. G—288, 4 F. P. C. 486. 

(2) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(3) The facilities hereinbefore described are proposed to be used in trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as integral parts of applicant's existing pipeline system, and 
the construction and operation thereof by applicant are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(4) The public convenience and necessity require the attachment to the 
exercise of the rights granted under the certificate issued the terms and con- 
ditions hereinafter ordered, which are reasonable and necessary. 

(5) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(6) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of section 1.32 (b) (18 C. F. R. 
1.32 (b)) of the Commission’s rules of practice and procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 
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The Commission orders: 
(A) A certificate of public convenience and necessity be and the same hereby 
is issued to El Paso Natural Gas Co. authorising it to construct and operate the 
facilities hereinbefore described as more fully described in the application. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by applicant within 30 days from the issue date of the order issuing 
such certificate: Provided, however, That if an application for rehearing of such 
order is filed in accordance with section 19 of the Natural Gas Act, such accept- 
ance shall be filed within 30 days from the issue date of the order of the Com- 
mission upon the application for rehearing or within 30 days from the date on 
which such application may be deemed to have been denied when the Com- 
mission has not acted on such application within 30 days after it has been filed: 
Provided, further, That if a petition for review is filed in accordance with the 
provisions of Section 19 of the Natural Gas Act, such acceptance shall be filed 
within 30 days after final disposition of the judicial review proceedings thus 
initiated. 

(C) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be commenced within 60 days 
after the issuance of this order and shall be completed and actual operations 
thereunder commenced by applicant not later than 6 months subsequent to 
beginning of construction. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following: 

(i) within 10 days after bona fide beginning of construction, notice of date of 
such beginning ; 

(ii) within 1 month after date of issuance of this order, a progress report 
showing the exact status of authorized construction ; 

(iii) within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of 
the date of such placement and commencement ; 

(iv) within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement show- 
ing the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, con- 
tingencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimate of 
costs relied upon herein by applicant. 

(v) Applicant shall file an appropriate revised service agreement prior to com- 
mencement of the proposed service, and applicant shall make the proposed sales 
and render the proposed service initially under its presently effective rate 
schedules A—1, A—2, B-1, and B-3. 

(D) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations hereby authorized and in 
accordance with the provisions of the Natural Gas Act, as well as any applicable 
rules, regulations, or orders of the Commission. 

Commissioner Draper not participating. 
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Order authorizing transmission of increased amount of electric energy to Canada 
Burke-Divide Electric Cooperative, Inc. 
Docket No. E-6238 
September 21, 1953 


On July 28, 1953, Burke-Divide Electric Cooperative, Inc. (Burke-Divide), 
filed its application, pursuant to section 202 (e) of the Federal Power Act, for 
an order authorizing an increase in the amount of electric energy authorized to 
be transmitted to Canadian Customs and Immigration Offices just across the 
international border at a point 744 miles north of Noonan, N. Dak., from 7,000 
kilowatt-hours per year at a rate not to exceed 10 kilowatts authorized by order 
issued April 19, 1950, to 12,000 kilowatt-hours per year at a rate not to exceed 
20 kilowatts. No modification is proposed to be made of facilities at the inter- 
national border authorized to be constructed, operated, and maintained by 
Presidential permit signed by the President of the United States on March 9, 
1950, and accepted by applicant on April 4, 1950. 

Burke-Divide states that since the authorization issued April 19, 1950, the 
Canadian Customs and Immigration Offices require more electric energy than 
the maximum specified in such order, and that there is no other source of energy 
on either side of the international border that can furnish their requirements. 

Notice of the filing of the application was given to the interested State officials 
and was also published August 29, 1953, in the Federal Register (18 F. R. 5184) 
stating that any person desiring to be heard or to make any protest with refer- 
ence to the supplemental application should file a petition or protest on or before 
September 8, 1953. No protest or petition or request to be heard in opposition to 
the granting of said application has been received. 

The Commission finds: 

The transmission of electric energy from the United States to Canada as 
limited herein and as hereinafter authorized will not impair the sufficiency of 
electric supply within the United States and will not impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction of 
the Commission. 

The Commission orders: 

(A) Applicants be and they hereby are authorized to transmit electric energy 
from the United States to Canada subject to the provisions of this order. 

(B) The electric energy which applicants are hereby authorized to transmit 
from the United States to Canada shall be in an amount not in excess of 12,000 
kilowatt-hours per annum at a rate not to exceed 20 kilowatts. 

(C) The authorization herein granted may be modified from time to time or 
terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Presi- 
dential permit signed by the President of the United States referred to above. 

(D) Applicants shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules, regulations or orders issued by the Commission. 

(E) Applicants shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Canada 
pursuant to the authority herein granted; shall make, keep, and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish with respect to said transmission of electric energy reports on 0! 
before February 15 of each year the kilowatt-hour of energy transmitted, the 
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maximum kilowatts of transmission and the consideration received therefor 
during each month of the preceding year. 

(F) This authorization to transmit electric energy from the United States to 
Canada shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter, in the event of the involuntary 
transfer of facilities used thereunder by operation of law (including such trans- 
fers to receivers, trustees, or purchasers under foreclosure or judicial trustees, or 
purchasers under foreclosure or judicial sale) pending the making of an applica- 
tion for permanent authorization and decision thereon, provided notice is 
promptly given in writing to the Commission accompanied by a statement that 
the physical facts relating to sufficiency of supply, rates, and nature of use 
remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of the lawful authority 
vested in the State or State regulatory commission over applicants. 

(H) This authorization is without prejudice to the authority of this Commis- 
sion, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimate or determination of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Commis- 
sion in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(I) This order shall supersede the order issued April 19, 1950, in this matter 
only insofar as it pertains to the annual maxima of the quantity and rate at 
which applicants are authorized to transmit electric energy from the United 
States to Canada. 

Commissioner Draper not participating. 


Order requiring accounting for differences resulting from increased rates col- 
lected under new rate schedule 


Cincinnati Gas & Electric Co. 
Docket No. E-6495 


September 21, 1953 




















On March 13, 1953, Cincinnati Gas & Electric Co. (Cincinnati) filed a proposed 
supplemental rate schedule, tentatively designated as supplement No. 3 to its 
rate schedule F. P. C. No. 2, increasing its rates or charges to Union Light, Heat 
& Power Co. (Union), its subsidiary, by $147,078, or 6 percent, based upon sales 
for the year ending January 31, 1953, and by an estimated $187,584, or 7.2 percent, 
for the year ending January 31, 1954. 

By order issued April 15, 1953, in the above-entitled matter, this Commission, 
pending hearing and decision on the lawfulness of the proposed rates or charges, 
suspended the proposed supplemental rate schedule and deferred the use of the 
rates or charges therein provided until September 16, 1953. 

The proceeding initiated by the suspension order not having been concluded 
prior to September 16, 1953, the rates or charges as set forth in the proposed 
supplement became effective as of September 16, 1953, pursuant to the provisions 
of section 205 (e) of the act, subject to the further provision of that section of the 
act that: 

* * * the Commission may by order require the interested public utility 
or public utilities to keep accurate account in detail of all amounts received 
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by reason of such increase, specifying by whom and in whose behalf such 
amounts are paid, and upon completion of the hearing and decision may 
by further order require such public utility or public utilities, to refund, with 
interest, to the persons in whose behalf such amounts were paid, such por- 
tion of such increased rates or charges as by its decision shall be found not 
justified. 

Cincinnati’s motion filed September 8, 1953, requesting that the suspension 
of the proposed supplemental rate schedule be terminated and that the rate 
increase embodied therein be allowed to go into effect on September 16, 1953, 
is, accordingly, unnecessary. 

On September 11, 1953, Northern Kentucky Utility District, the city of Coving- 
ton, Ky., the city of Newport, Ky., and other Kentucky municipalities which are 
members of the Northern Kentucky Utility District, filed an answer in general 
opposition to Cincinnati’s motion and requested, among other things, that Cin- 
cinnati be required to hold the amounts received by reason of the increased rates 
or charges set forth in the proposed supplement subject to refund as provided 
in section 205 (e) of the act. 

The Commission finds: 

It is appropriate to carry out the provisions of the Federal Power Act to order 
as hereinafter provided. 

The Commission orders: 

(A) Cincinnati shall keep accurate accounts in detail of all amounts received 
by reason of the increased rates or charges effective as of September 16, 1953, 
and report in writing and under oath to the Commission monthly for each billing 
period the revenues obtained from sales to Union as computed under the rates 
or charges in effect immediately prior to September 16, 1953, and under the rates 
or charges effective September 16, 1953, together with the difference in the reve- 
nues so computed; Cincinnati shall set up on its books of account a special re- 
serve in amount equal to such differences, as they accumulate, plus interest 
thereon at the rate of 6 percent per annum, for the purpose of refunding for the 
benefit of those entitled thereto any portion of the increased rates or charges 
found by the Commission in this proceeding not justified, such reserve to be 
maintained pending the further order of this Commission. 

(B) Unless the Public Service Commission of Kentucky provides otherwise, 
those entitled to the benefit of the refund provided in the preceding paragraph 
shall be the ultimate purchasers who are served with power sold by Cincinnati 
in this sale unless, and except to the extent that, the benefit of the aggregate 
of any differences in Cincinnati's charges resulting from the final order of this 
Commission shall previously have been passed along to them. That benefit shail 
be deemed to have been passed along to them if and to the extent that (i) pro- 
portionate refunds, with interest, shall have been made to them pursuant to bind- 
ing agreements (made as of the time they are billed for service during the period 
following September 16, 1953) to do so if this Commission shall subsequently 
prescribe a lower rate for Cincinnati than the increased rate effective on that 
date; or (ii) an intermediate purchaser shall have charged its customers at 
rates reflecting a lower cost of purchased power than its actual cost following 
this increase; or (iii) such ultimate purchasers are served by a publicly owned 
and operated utility, or by a consumer cooperative, to which payment shall have 
been made of a proportionate refund, with interest. If and to the extent that an 
intermediate purchaser shall have passed along the benefit of such differences it 
shall be entitled to receive and keep the refund, with interest. 

(C) Cincinnati’s motion filed September 8, 1953, insofar as it requests that the 
rate increase embodied in the proposed supplement be allowed to take effect on 
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September 16, 1953, and the answer filed by Newport and Covington, Ky., and the 
Northern Kentucky Utility District on September 11, 1953, insofar as it opposes 
this request, be and they hereby are dismissed. 

(D) Cincinnati’s motion filed September 8, 1953, insofar as it may seek vaca- 
tion of the suspension prior to September 16, 1953, be and it hereby is denied, 
and the answer filed September 11, 1953, by Northern Kentucky Utility District, 
the city of Covington, Ky., the city of Newport, Ky., and other Kentucky munici- 
palities which are members of the Northern Kentucky Utility District, insofar 
as it seeks relief not hereinbefore granted, be and the same hereby is denied. 

Commissioner Draper not participating. 


Findings and order issuing certificate of public convenience and necessity 
Philadelphia Electric Co. 
Docket No. G-2181 
September 21, 1953 


Philadelphia Electric Co. (applicant), a Pennsylvania corporation having its 
principal place of business in Philadelphia, Pa., on June 1, 1953, filed an ap- 
plication and a supplement thereto, on July 28, 1953, for a certificate of public 
convenience and necessity, pursuant to section 7 of the Natural Gas Act, 
authorizing the construction and operation of approximately 12,647 feet of 65%- 
inch O. D. natural-gas transmission pipeline extending from a point of connection 
with Texas Eastern Transmission Corp.’s (Texas Eastern) main line in East 
Vincent Township, southeasterly to a point on the plant site of the Phoenix Iron 
& Steel Co. (Phoenix), together with meters and regulators and appurtenances 
on the property of Phoenix. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 11, 1953, respecting the issues presented by and the matters involved 
in the application. No protests to the application have been received. 

Applicant, under the terms of an agreement dated February 3, 1953, with 
Phoenix, has agreed to sell and deliver a maximum of 8,000 M. c. f. per day of 
natural gas, by means of the above-described facilities, to Phoenix on an in 
terruptible basis for use in the company’s steel plant. 

The total cost of the proposed facilities is estimated at $109,329 to be financed 
initially by applicant from its cash on hand. Phoenix has agreed to reimburse 
applicant for the cost of the facilities except meters, regulators and associated 
equipment, to the extent of approximately $93,987, under the terms of the agree- 
ment dated February 3, 1953, herein referred to. 

Applicant estimates that its annual sales of natural gas to Phoenix will ap- 
proximate $640,000, based upon an anticipated annual delivery of 1,600,000 
M. c. f. of natural gas. 

The source of applicant’s gas supply proposed to be supplied to Phoenix on an 
interruptible basis will be a part of the firm contract quantity available to 
applicant under a filed service agreement dated January 5, 1953, between Texas 
Eastern and applicant. Said agreement provides for the sale of natural gas 
by Texas Eastern under rate schedule GS-D up to a maximum of 27,037 M. ¢. f. 
per day of firm natural gas to applicant. 

Applicant’s proposed sale does not present a gas supply problem inasmuch 
as it is on an interruptible basis. Further, as a result of said sale, applicant 
will be able to maintain high load factors under its agreement with Texas 
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Eastern, and thereby reduce the purchased cost price for gas delivered to it. It 
is desirable that such high load factors be attained and maintained under the 
program as outlined by applicant, which contemplates the sale of natural gas 
on an interruptible basis to industries for utilization as a process fuel in the 
manufacture of various products, instead of burning such gas under the boilers 
in its electric generating stations. 

The Commission finds: 

(1) Applicant owns and operates, among other facilities, a natural-gas trans- 
mission pipeline system in Pennsylvania, and by such operations is engaged in 
the transportation of natural gas in interstate commerce, and the sale in inter- 
state commerce of natural gas for resale, for ultimate public consumption, 
subject to the jurisdiction of the Commission, and is, therefore, a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order issued June 1, 1948, in docket No. G-1030, 7 F. P. C. 671. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, as integral parts of applicant’s existing pipeline system, and 
the construction and operation thereof by applicant are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities herein, for the 
transportation of natural gas on an interruptible basis by the applicant to 
Phoenix Iron & Steel Co., in volumes up to and including 8,000 M. ec. f. per day, 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 C. F. R. 1.32 (b)) having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued to Philadelphia Electric Co. authorizing the construction and 
operation of the facilities hereinbefore described, all as more fully described in 
the application as supplemented, in this proceeding, for the transportation of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) The following condition be and the same hereby is attached to the is- 
suance of the certificate issued in paragraph (A) hereof: 

Said certificate shall be void and without force or effect unless it be accepted 
in writing by Philadelphia Electric Co. within 30 days from the date of the 
issuance of this order: Provided, however, That such acceptance may be filed 
within 30 days from the date of issuance of any order upon an application for 
rehearing of this order, if any, or within 30 days from the date on which 
any such application may be deemed to have been denied when the Commission 
has not acted thereon: and Provided, further, That such acceptance may be filed 
within 30 days after final disposition of the judicial review of proceedings initi- 
ated by any petition for review of this order. 

(C) The following conditions be and the same hereby are attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 
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(1) The construction of the facilities hereinbefore described shall be com- 
pleted and said facilities shall be in actual operation by Philadelphia Electric 
Co. within 90 days from the date of the issuance of this order. 

(2) Philadelphia Electric Co. shall file with the Commission, in writing and 
under oath, an original and four conformed copies of the following, as to the 
facilities which it is by this order authorized to construct and operate: 

(i) within 10 days after the bona fide beginning of construction of such fa- 
cilities, notice of the date of such beginning ; 

(ii) each month after the date of the issuance of this order, a progress report 
showing the exact status of the construction of such facilities ; 

(iii) within 10 days after facilities have been constructed and placed in opera- 
tion, notice of the date of such placement ; and 

(i) within 6 months after such facilities have been constructed and placed in 
service, and the operations hereby authorized have commenced, a statement 
showing the actual cost of constructing said facilities, by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, con- 
tingencies, and all other items of cost, together with a statement showing and 
explaining the cause of any difference between actual cost and estimates of cost 
relied upon by said applicant. 

(D) The certificate hereby issued is not transferable in any manner and shall 
be effective only so long as Philadelphia Electric Co. continues the operations 
hereby authorized in accordance with the provisions of the Natura: Gas Act, as 
well as applicable rules, regulations, and orders of the Commission. 
Commission Draper not participating. 


Findings and order issuing certificate of public convenience and necessity 
Cities Service Gas Co. 
Docket No. G-2202 


September 21, 1953 












On June 29, 1953, Cities Service Gas Co. (applicant), a Delaware corporation 
having its principal place of business in Oklahoma City, Okla., filed an applica- 
tion for a certificate of public convenience and necessity pursuant to section 7 of 
the Natural Gas Act, authorizing the construction and operation of certain 
natural-gas transmission facilities, for the transportation and sale of natural 
gas as hereinafter described. 

The facilities which applicant proposes to construct and operate consist of the 
following : 

Smith Center 4 inch Lateral—1.7 miles of 8 inch line which is to replace a 
portion of an existing 4 inch line in Jewell County, Kans. 

Osborne 4 inch Latcral—1.5 miles of 6 inch line which is to replace a portion of 
an existing 4 inch line in Mitchell County, Kans. 

Minneapolis 3 inch Lateral—8 miles of 6 inch line which is to replace a portion of 
an existing 3 inch line in Lincoln County, Kans. 

Luray 3 inch and 2 inch Lateral—5 miles of 4 inch line which is to replace a 
portion of an existing 2 inch line in Lincoln County, Kans. 

After due notice pursuant to the Commission’s order issued herein on September 
1, 1953, a public hearing was held in Washington, D. C., on September 14, 1958, 
respecting the matters involved and the issues presented by the application. No 
protest to the granting of the application has been received. 
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The installation of the proposed replacements for which authorization is sought 
will be utilized to meet the increasing firm demands of the towns served at the 
ends of the said lateral lines, namely, Smith Center, Osborne, Luray and Min- 
neapolis, Kans., and at the same time prevent the overloading of applicant’s Beloit 
and Ellsworth compressor stations located in Mitchell and Ellsworth Counties, 
Kans. 

Applicant estimates that the peak-day firm market demand on its system to be 
served by means of its existing and proposed facilities will be increased from 
16,023 M. c. f. (1952-1953) to 18,074 M. ec. f. (1955-1956). The additional quanti- 
ties of gas required to make the increased deliveries will be obtained from reserves 
owned or controlled by applicant and available for delivery from its transporta- 
tion system. It appears from the application that the proposed project presents 
no gas supply problem. 

The estimated cost of applicant’s proposed project approximated $192,040' 
which will be financed out of a bank credit in the amount of $15,000,000 which has 
been negotiated by applicant. 

The Commission finds: 

(1) Cities Service Gas Co., a Delaware corporation, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion In the Matter of Cities Service Gas Co., docket No. G—298, 4 F. P. C. 471. 

(2) The facilities hereinbefore described are to be used for the transportation 
of natural gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion, and the construction and operation thereof by applicant, are subject to the 
requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the proposed facilities by ap- 
plicant are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision proce- 
dure and all the requirements of the provisions of section 1.32 (b) of the Commis- 
sion’s rules of practice and procedure (18 C. F. R. 1.32 (b)) having been satisfied, 
sufficient cause exists for the Commission forthwith to render its final decision in 
the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby is 
issued to Cities Service Gas Co., authorizing it to construct and operate the 
facilities hereinbefore described, all as more fully described in the application 
and the record in this proceeding, subject to the terms and conditions of this 
order. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by applicant within 30 days from the issue date of the order issuing such 
certificate: Provided, however, That if an application for rehearing of such order 
is filed in accordance with section 19 of the Natural Gas Act, such acceptance shall 
be filed within 30 days from the issue date of the order of the Commission upon 
the application for rehearing or within 30 days from the date on which such 
application may be deemed to have been denied when the Commission has not 
acted on such application within 30 days after it has been filed: Provided, further, 


1The estimated cost of $192,040 includes the reclamation of certain facilities which 
applicant proposes to replace with the facilities which are the subject matter of its 
application herein. 
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That if a petition for review is filed in accordance with the provisions of section 
19 of the Natural Gas Act, such acceptance shall be filed within 30 days after the 
final disposition of the judicial review proceedings thus initiated. 

(C) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be commenced within 96 days 
after the issuance of this order and shall be completed and actual operations 
thereunder commenced by applicant not later than 6 months subsequent to 
beginning of construction. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following: 

(i) within 10 days after bona fide beginning of construction, notice of date of 
such beginning ; 

(ii) within 10 days after authorized facilities have been constructed and placed 
in service and operations herein authorized have commenced, notice of the date 
of such placement and commencement ; 

(iii) within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement showing 
the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, contin- 
gencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimate of costs 
relied upon herein by applicant. 

(D) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations hereby authorized and in 
accordance with the provisions of the Natural Gas Act, as well as any applicable 
rules, regulations, or orders of the Commission. 

Commissioner Draper not participating. 


Findings and order permitting and approving abandonment 
Southern Natural Gas Co. 
Docket No. G—2207 


September 21, 1953 



















On July 3, 1953, Southern Natural Gas Co. (applicant), a Delaware corporation 
having its principal place of business at the Watts Building, Birmingham, Ala., 
filed an application for permission and approval, pursuant to section 7 (b) of 
the Natural Gas Act, to abandon certain transmission facilities by sale to its 
subsidiary, Alabama Gas Corp. The facilities for which applicant seeks authori- 
zation to sell are 1.367 miles of 6-inch pipeline, known as the Opelika tap line, 
extending from applicant’s Grantville, Ga., lateral pipeline in Lee County, Ala., 
to the city of Opelika, Ala., and a meter station located at the end of the tap line. 

Applicant represents that Alabama Gas Corp. has, with applicant’s approval, 
constructed distribution mains from the Opelika tap line, and now uses the 
facilities as a part of its distribution system. Expansion of the Opelika city 
limits has required applicant to discontinue its original metering operations at 
the tap line terminus and to construct a new meter station at the interconnection 
of the tap line and the Grantville lateral. 

The proposed sale price of the facilities is the depreciated original cost as 
of the end of the month preceding the date of closing, plus the original cost of 
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the meter station site. The book value of the station site and the facilities as of 
June 25, 1953 was $5,883.23. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 14, 1953, respecting the matters involved and the issues presented by 
the application. No protest to the granting of the application has been received. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
at the Watts Building, Birmingham, Ala., owns and operates, among other facili- 
ties, a natural-gas transmission pipeline system located in the States of Texas, 
Louisiana. Mississippi, Alabama, and Georgia, and by such operations is engaged 
in the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commission, 
and is, therefore, a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order of October 6, 1942, 
in docket No. G—296, 3 F. P. C. 822. 

(2) The facilities proposed to be abandoned, as heretofore described, are used 
in the transportation of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, and the abandonment thereof by applicant is subject 
to the requirements of subsection (b) of section 7 of the Natural Gas Act. 

(3) Such abandonment by applicant, as heretofore described, is permitted by 
the public convenience and necessity and an order authorizing and approving the 
same should be issued as hereinafter ordered. 

(4) Applicant is able and willing properly to do the acts proposed and to 
conform to the requirements, rules, and regulations of the Commission thereunder. 

(5) Applicant, having requested the omission of the intermediate decision 
procedure, and all requirements of the provisions of Section 1.32 (b) (18 C. F. R. 
1.32 (b)) of the Commission’s rules of practice and procedure having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

Applicant be and it is hereby granted permission and approval for the abandon- 
ment of the natural-gas facilities hereinbefore described. 

Commissioner Draper not participating. 


Order authorizing transmission of clectric energy to Canada and superseding 
previous authorization 


Otter Tail Power Co. 
Docket No. IT-5905 


September 21, 1953 


On June 18, 1953, Otter Tail Power Co. (applicant) of Fergus Falls, Minn., 
filed an application for authority to transmit additional energy from the United 
States to Canada, pursuant to section 202(e) of the Federal Power Act, for use, 
distribution and resale by the town of Emerson, Manitoba, Canada, in that town 
and vicinity. 

Pursuant to section 202(e) of the act, the Commission by order of March 15, 
1951, authorized applicant to transmit electric energy from the United States 
to Canada in an amount not in excess of 750,000 kilowatt-hours per year at 
a rate not to exceed 200 kilowatts and applicant now seeks to have the limit 
changed to an amount not in excess of 1,500,000 kilowatt-hours per year at a rate 
not to exceed 400 kilowatts. 
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Applicant will transmit the electric energy over facilities located at the inter- 
national boundary near Noyes, Minn., covered by the amendatory Presidentiai 
permit signed by the President of the United States on September 3, 1953. 

Notice of the filing of the application was given to interested State officials and 
was also published in the Federal Register on July 9, 1953 (18 F. R. 4037), and 
no protest or request for hearing thereon was received. 

The Commission finds: 

The transmission of electric energy from the United States to Canada as 
limited herein and as hereinafter authorized will not impair the sufficiency of 
electric supply within the United States and will not impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction 
of the Commission. 

The Commission orders: 

(A) Applicant be and it hereby is authorized to transmit electric energy from 
the United States to Canada and subject to the provisions of this order. 

(B) The electric energy which applicant is hereby authorized to transmit 
from the United States to Canada shall be in an amount not to exceed 1,500,000 
kilowatt-hours per year and at a rate not in excess of 400 kilowatts. 

(C) The authorization herein granted may be modified from time to time or 
terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the 
amendatory Presidential permit signed by the President of the United States on 
September 3, 1953, and referred to above. 

(D) Applicant shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act 
and pertinent rules, regulations or orders issued by the Commission. 

(E) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Canada 
pursuant to the authority herein granted; shall make, keep, and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish with respect to said transmission of electric energy on or before February 
15 of each year report for each month of the preceding year, the quantity of 
electric energy transmitted (kilowatt-hours), the rate and maximum demand in 
kilowatts and the price paid for such energy. 

(F) This authorization to transmit electric energy from the United States to 
Canada shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter, in the event of the involuntary 
transfer of facilities used thereunder by operation of law (including such trans- 
fers to receivers, trustees, or purchasers under foreclosure or judicial sale) 
pending the making of an application for permanent authorization and decision 
thereon, provided notice is promptly given in writing to the Commission ac- 
companied by a statement that the physical facts relating to sufficiency of supply, 
rates, and nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State, State regulatory commission, or the Dominion of Canada, for the exercise 
of the lawful authority vested in the State, State regulatory commission or the 
Dominion of Canada over applicant. 

(H) This authorization is without prejudice to the authority of this Commis- 


sion, or any other regulatory body, with respect to rates, service, accounts, valua- 
tion, estimate or determination of cost, or any other matter whatsoever now 
pending or which may come before this Commission, or other regulatory body, 


and nothing herein shall be construed as an acquiescence by this Commission in 
any estimate or determination of cost or any valuation of property claimed or 
asserted. 
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(1) This order shall supersede the order of March 15, 1951 referred to above. 
(J) Concurrently with the service of this order the amendatory Presidential 
permit, signed by the President of the United States on September 3, 1953, and 
described above, be released and a copy transmitted by the Secretary to applicant. 
Commissioner Draper not participating. 


Order further amending license and dismissing application for amendment of 
license (transmission line) 


The Western Colorado Power Co. 
Project No. 734 
September 22, 1953 


Applications were filed February 27, 1950, August 14, 1950, June 19, 1951, 
August 25, 1952, and November 24, 1952, by The Western Colorado Power Co., 
licensee for transmission-line project No. 734, for amendment of its license for 
the project consisting of numerous transmission lines and several telephone lines 
located in southwestern Colorado and affecting public lands and lands of the 
United States within the San Juan (Montezuma) and Uncompahgre National 
Forests. 

The application filed February 27, 1950, was intended to show the transmission 
and telephone lines then covered by the license as they were actually constructed, 
which comprised 26 transmission lines grouped into voltages of 11 kilovolts, 17 
kilovolts and 44 kilovolts, and 4 telephone lines. 

By letter dated July 14, 1952, the licensee was requested by Commission staff 
to verify certain other lines covered by the license but not listed in the afore- 
mentioned application filed February 27, 1950, and one line (44-kilovolt Red 
Mountain Pass to Silverton section) which, although listed in the application, 
did not appear to the staff to be a primary line within the jurisdiction of the 
Commission. In response thereto, the licensee advised that it was intended that 
the lines mentioned in the staff's letter were to be excluded from the license since 
they had been removed and that permits to cover the Red Mountain-Silverton 
44-kilovolt line were being requested from the Forest Service and Department 
of the Interior. 

The other applications for amendment of license mentioned in the opening 
paragraph of this order, with the exception of the application filed November 24, 
1952, covered exclusion from the license of lines then dismantled or to be dis- 
mantled. The November 24, 1952, application sought for authorization to dis- 
mantle and exclude from the license that portion of the Tacoma-Durango 44- 
kilovolt line extending from Tacoma plant to survey station 229+-08 in the NEY 
SE of section 13, T. 37 N., R. 9 W., N. M. P. M. which was to be replaced with 
n new line to be constructed adjacent to the dismantled portion. However, the 
licensee was advised in Commission letter dated February 5, 1953, that the 
‘Tacoma-Durango line is a primary line serving as the outlet for project power 
from the Tacoma plant (project No. 400), and was requested to apply for amend- 
ment of license for project No. 734 to exclude the entire Tacoma-Durango line 
from project No. 734 and for amendment of license for project No. 400 to include 
therein the said line with the new construction in the latter project. 

The effect of exclusion of the lines from the license is a reduction of trans- 
mission-line rights-of-way on Government lands from 75.688 miles to 58.446 
miles, with a consequent reduction in annual charges for recompensing the 
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United States for the use, occupancy, and enjoyment of its public lands and lands 
of the United States within the San Juan (Montezuma) and Uncompahgre 
National Forests from $605.50 to $467.57. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the National Forests affected, and the Acting Secretary of the 
Interior, have reported on the applications to the extent of the respective 
interests therein. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not interfere 
with any reservation or withdrawal of public lands nor interfere or be in- 
consistent with the purposes for which the National Forests affected were 
created or acquired, and is not inconsistent with the previous findings in this 
matter. 

(2) The annual charges to be paid under the license as further amended are 
reasonable as hereinafter fixed and specified. 

(3) The following-described exhibits filed February 27, 1950, conform to the 
Commission's rules and regulations: 

Supplemental exhibit J—(F. P. C. No. 734-18) entitled “General map of 
project No. 734” ; 

Supplemental exhibit K—Sheets 1 to 7, inclusive (F. P. C. Nos. 734-19 to 25, 
inclusive), showing location of transmission and telephone lines; and 

Supplemental exhibit M—A typewritten statement in one sheet, covering gen- 
eral descriptions and specifications of transmission and telephone equipment and 
signed on February 9, 1950, insofar as it refers to the lines herein listed as a 
part of the project works. 

(4) The following described exhibits now part of the license and which have 
been superseded by the exhibits described in finding (3) above should be ex- 
cluded from the license : 

Exhibit J—(F. P. C. No. 734-0) ; 

Exhibit K—Sheets 1 to 5, inclusive (F. P. F. Nos. 734-1 to 5, inelusive) ; 

Supplemental exhibit K—(F. P. C. Nos. 734-6, -7, and —8) ; and 

Exhibit M—In three separate statements covering general description and 
general specifications of transmission and telephone equipment and filed with 
applications dated July 28, 1926, November 16, 1933, and February 6, 1935, 
respectively. 

(5) The application for amendment filed November 24, 1952, referred to in 
the fourth paragraph of this order as relating to a portion of the Tacoma- 
Durango 44-kilovolt line, should be dismissed, and the licensee directed as herein- 
after provided for. 

The Commission orders: 

(A) The exhibits described in finding (3) above are hereby approved as part 
of the license for transmission line project No. 734, superseding the exhibits 
described in finding (4) above, which are hereby excluded from the license. 

(B) The license issued to The Western Colorado Power Co. for project No. 
734, as amended, be and it is hereby further amended, effective as of January 1, 
1953, said amendment being : 

PARAGRAPH I. The paragraph commencing on page 1 of the license with the 
words “NOW, THEREFORE,” as amended June 28, 1949, is hereby further 
amended to read as follows: 

NOW, THEREFORE, the Commission hereby issues this license to the licensee 
effective on July 1, 1927, and terminating July 1, 1970, subject to the conditions 


hereinafter specified, for the purpose of authorizing the construction, operation, 


and maintenance upon lands of the United States, partly vacant public lands 
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and partly within the San Juan and Uncompahgre National Forests, of 
following project works: 


| 
{tem | Reference 
No. | FPC No. 


Designation 


Transmission lines 


734-19 T-8, 11 kilovolts—Camp Bird mine to Camp Bird mill line 

734-19 | T-11, 11 kilovolts— Mountain Top mine to Camp Bird mill line except between 
| stations 0+-00 and 60+82 

734-19 T-10, 11 kilovolts—Ouray to Camp Bird mill line 

734-19 11 kilovolts— Yellow Jacket mine line except between stations 76+-37 and 2 

53 (designated Slick Mill 11-kilovolt line) 

734-25 O-M, 44 kilovolts—Ouray-Montrose line 

734-25 11 kilovolts—C aliope tap line 

734-20 17 kilovolts—Des Ouray mine line except between stations 162+34 and 2104-43 

734-20 17 kilovolts—Lout Mine tap line 

734-20 A- 17 kilovolts—Silverton substation-Henrietta switchrack line except between 
| stations 557+00 and 794+32 (designated A-3, T. L. Silverton substation- 

Animas Forks SW.RK. 17 kilovolts line and Lead carbonate mine 17-kilovolt 

tap line) 

17 kilovolts—Trilby to Howardsville tap line except between stations 15+42 
and 73+90 (remaining line designated A-3-B T. L. Howardsville to Pride of 
West 17-kilovolt tap line 

17 kilovolts—Red Mountain switchrack to Mountain King mine line 

17 kilovolts—Red Mountain switchrack-Silverton substation line except be- 
tween stations 61465 and 450+16 

44 kilovolts—Tucoma-Durango line 

17 kilovolts—Red Mountain switchrack-Silverton substation line 

11 kilovolts—Savage Basin switch house to Liberty Bell switch house except 
between stations 140+72 and 142+62 

11 kilovolts—Alta Mine tap line 

44 kilovolts—Oliver Austin line 

44 kilovolts—Fort Lewis tap line 

44 kilovolts—Durango-Mancos line 

17 kilovolts—Trilby to Howardsville line (designated A-3-B T. L. Howards- 
ville to Pride of West 17-kilovolt tap line) 

734-20 17 kilovolts—Gary-Owen Mine line 

2 | 734-23 11 kilovolts—Ames-Rico line 


A+ 


734-20 


Telephone Lines 
734-22 Ames-Telluride telephone line, extending from Ames hydroelectric plant to 
Telluride office 
| Ophir Pass telephone line, extending from Burro Bridge to Old Town Ophir. 
| Ames-Trout Lake telephone line, extending from Ames hydroelectric plant to 
Trout Lake patrol house 


Cascade telephone line, extending from Tacoma hydroelectric plant to Reser- 
voir patrol house. 


all as shown and described by certain exhibits which accompanied the applica- 
tions for amendment of license and which are designated and described as: 


Supplemental exhibit J 


Fr. P. C. No. Showing 


One sheet !___- 734-18 General map of project. 


| 


Supplemental exhibit K 


F. P. C. No. Showing 


734-19 | Transmission and telephone lines. 
734-20 Do. 
734-21 Do. 
734-22 Do. 
734-23 Do 
734-24 | Do. 
734-25 | Do. 


SUP 


“1 


! Revised January 7, 1952. 
2 Revised in accordance with licensee's letter of Juiy 17, 1952. 
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Supplemental exhibit M 


Typewritten statement in one sheet—General descriptions and specifications of 
transmission and telephone equipment—signed on February 9, 1950, and received 
by the Commission on February 27, 1950, insofar as it refers to the lines herein 
listed as a part of the project works; 


which said exhibits approved for or by the Commission are hereby made a part 
of this license and no substantial change shall hereafter be made therein until 
such change shall have been similarly approved; said license being subject to 
the following express conditions, other provisions and requirements of the act 
being waived under authority of section 10 (i) thereof: 

PaRaGRAPH II. Article 12 of the license is hereby further amended to read as 
follows: 

Article 12. Subject to the provisions of section 10 (e) of the Federal Power Act 
and the rules and regulations of the Commission, the licensee shall pay to the 
United States the following annual charges: 

(a) For the purpose of reimbursing the United States for the costs of ad- 
ministration of part I of the act, $10; 

(b) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, $467.57. 

(C) The application for amendment filed November 24, 1952, referred to in 
finding (5) above, be and it is hereby dismissed, and the licensee is hereby 
directed to file within six months of the date of issuance of this order an 
application for amendment of license for project No. 734 to exclude therefrom 
the entire Tacoma-Durango 44-kilovolt line and an application for amendment 
of license for project No. 400 to include therein the said line with the newly 
constructed portion of transmission line in project No. 400. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this license amendment. In acknowledgment of the acceptance of 
this license amendment, it shall be signed for the licensee and returned to the 
Commission within 60 days from the date of issuance of this order. 

Commissioner Draper not participating. 


Order approving exhibits 
Wisconsin Michigan Power Co. 
Project No. 2072 
September 22, 1953 


In compliance with article 5 of its license for major project No. 2072, on April 
16, 1953, and supplemented on July 16, 1953, Wisconsin Michigan Power Co. filed 
certain exhibits to show the project as constructed, some of which supersede 
and take the place of other exhibits now constituting a part of the license for the 
project. 

The exhibits filed consist of: Exhibit K, sheet 1A (F. P. C. No. 2072-7), 
Superseding exhibit K, sheet 1 (F. P. C. No. 2072-2); exhibit K, sheet 2A 
(F. P. C. No. 2072-8) ; exhibit L, sheet 1A (F. P. C. No. 2072-9), superseding 
exhibit L, sheet 1 (F. P. C. No. 2072-4) ; exhibit L, sheets 1B, 1C, 2B, 2C, 2D, 
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2E and 2F (F. P. C. Nos. 2072-10, 12, 11, 13, 14, 15 and 16) ; exhibits M, sheet 
1 (F. P. C. No. 2072-17) ; and exhibit F. ; 

The Commission finds: 

The above-mentioned exhibits substantially conform to the Commission’s rules 
and regulations and exhibits K and L should be approved as parts of the license 
and the superseded exhibits should be excluded from the license. 

The Commission orders: 

(A) The following described exhibits are approved as part of the license for 
project No. 2072: Exhibit K, sheets Nos. 1A and 2A (F. P. C. Nos. 2072-7 and 
-8); exhibit L, sheets Nos. 1A, 1B, 1C, 2B, 2C, 2D, 2E, and 2F (F. P. C. Nos. 
2072-9-10, 12, 11, 18, 14, 15-16). 

(B) The following designated exhibits are excluded from the license instru- 
ment: Exhibit K, sheet 1 (F. P. C. No. 2072-2); Exhibit L, sheet 1 (F. P. C. 
No. 2072-4). 

Commissioner Draper not participating. 


Supplemental order approving proposed method of complying with competitive 
bidding requirements 


Mountain States Power Co. 
Docket No. E-6514 
September 24, 1953 


By order issued September 3, 1953, Mountain States Power Co. (applicant) 
was authorized to issue and sell through competitive bidding $8,000,000, prin- 
cipal amount, of first mortgage bonds, pursuant to certain specified conditions, 
one of which was as follows: 

(C) This order, with respect to the bonds described above, shall not be- 
come effective until the applicant shall have amended and perfected its ap- 
plication by filing the data and information specified in section 34.2 (k) 
(2) (i) of the Commission’s rules in accordance with the last sentence of 
section 34.2 (k) (ii) thereof and shall have proposed redemption provisions 
which do not prevent redemption from the proceeds of the sale of bonds bear- 
ing a lesser coupon rate than 4.25 percent; and the Commission by subse- 
quent order has approved the proposed method of complying with the 
competitive bidding requirements, and the redemption provisions. 

On September 21, 1953, applicant filed a supplement amending its application 
by submitting the data and information specified by paragraph (C) of the Com- 
mission’s order of September 3, 1953, quoted above, and complying with the con- 
dition therein regarding redemption provisions. 

The Commission finds: 

Applicant has complied with the requirements of paragraph (C) of the Com- 
mission’s order of September 3, 1953. 

The Commission orders: 

(A) The proposed method of complying with the Commission’s competitive 
bidding requirements is approved subject to the terms and conditions of this 
order. 

(B) The proposed issuance and sale at competitive bidding of the first mort- 
gage bonds shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of section 34.2 (k) (3), of the rules relating to compliance with competitive 
bidding requirements and section 34.2 (k) (4) relating to affiliation, and shall 
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have either filed the amendments required by these two latter sections or shall 
have mailed them and advised the Commission by telephone and telegraph as 
contemplated by section 34.9 of the Rules. 

(ii) The Commission shall have approved the coupon rate and the price to be 
received by applicant for such bonds by further order. 

(C) In all other respects the provisions of the order entered September 3, 
1953, in the above-entitled proceeding remain in full force and effect. 

Chairman Kuykendall and Commissioner Smith not participating. 


Findings and order issuing a certificate of public convenience and necessity 
Cities Service Gas Co. 
Docket No. G—2149 
September 25, 1953 


Cities Service Gas Co. (applicant), on April 6, 1953, filed an application, which 
was supplemented on July 20, 1953, for a certificate of public convenience and 
necessity pursuant to section 7 of the Natural Gas Act, authorizing construc- 
tion and operation of the following natural-gas transmission facilities: 

(1) Approximately 44 miles of 20-inch pipeline, extending from a point near 
the southern border of Oklahoma County, southward to the Maysville gasoline 
plant in Garvin County, Okla. 

(2) Approximately 18 miles of 16-inch pipeline, extending from the Maysville 
gasoline plant, southward to the Antioch and Eola gasoline plants in Garvin 
County, Okla. 

(3) Approximately 7 miles of 16-inch pipeline, extending from the Maysville 
gasoline plant westward to the Lindsey gasoline plant in Garvin County, Okla. 

(4) One 1,100-horsepower compressor unit to be installed at applicant's exist- 
ing Edmond compressor station in Oklahoma County, Okla. 

Oklahoma Natural Gas Co. (Oklahoma Natural), on May 5, 1953, filed a peti- 
tion for leave to intervene in this proceeding, alleging that Oklahoma Natural 
has a material and substantial interest herein for the reason that a large part 
of the natural gas which applicant states will be available to it in its said appli- 
cation is presently purchased and will continue to be purchased by Oklahoma 
Natural for its operations in the furnishing of natural-gas utility service to its 
customers in the State of Oklahoma. Oklahoma Natural on July 20, 1953, filed 
a notice of withdrawal of its petition to intervene whereby said petition filed 
on May 5, 1953 was withdrawn by Oklahoma Natural. No protests or petitions 
to intervene raising an issue of substance in opposition to the application herein 
are pending in this proceeding. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 18, 1953, respecting the matters involved and the issues presented by 
the application, as supplemented, 

Applicant proposes the construction and operation of the above-described 
facilities as an extension of its existing pipeline facilities south of its Edmonds 
station to attach additional gas supplies in the Golden Trend area of central 
Oklahoma for further transmission by means of applicant’s general system. In 
addition to providing a new source of major supplies of natural gas for appli- 
cant’s system, the proposed facilities are expected to enable applicant to main- 
tain gas inputs at present levels on the Blackwell-Oklahoma City portion of its 
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system. The three sections of pipeline hereinbefore described represent sections 
of a proposed continuous extension of applicant’s facilities. The additional 
1,100-horsepower compressor unit which applicant proposes to install in its 
Edmond station is to be utilized to provide additional compression to enable 
applicant to transport the new and additional gas volumes to become available 
to it approximately 16.5 miles farther to its Blackwell station. 

Applicant has submitted data in support of the gas supply for the proposed 
facilities which indicates that approximately 40,450 M. c. f. per day of additional 
gas will be made available to applicant by virtue of a contract which has been 
assigned to applicant, effective upon completion of the proposed facilities, whereby 
applicant is to receive approximately 23 percent of the volume of residue gas 
processed in three gasoline plants in the Maysville portion of the Golden Trend 
area, from Cities Service Oil Co., which has such gas available for dispesal by 
reason of part ownership of such supplies. 

The estimated total overall capital cost of the proposed facilities is $3,002,700, 
which applicant proposes to finance from an unsecured 15-month commitment 
bank credit covering the current as well as early 1954 construction requirements 
of applicant. Applicant proposes to refinance its outstanding bank loans at the 
end of the commitment period by issuance of bonds. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
at Oklahoma City, Okla., owns and operates, among other facilities, a natural-gas 
transmission pipeline system located in the States of Oklahoma, Texas, Kansas, 
Missouri, and Nebraska, and by such operations applicant is engaged in the trans- 
portation and sale of natural gas in interstate commerce for resale for ultimate 
public consumption, subject to the jurisdiction of the Commission, an@ is, there- 
fore, a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order of December 28, 1943, in docket 
No. G-298, 4 F. P. C. 471. 

(2) The facilities hereinbefore described are proposed to be used by applicant 
for the transportation and sale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, as integral parts of applicant’s existing 
pipeline system, and the construction and operation thereof by applicant are 
subject to the requirements of subsections (c) and (e) of section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 C. F. R. 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv), and (5) 
of section 157.20 of the Commission’s rules of practice and procedure (18 C. F. R. 
157.20) should attach to the issuance of the certificate referred to in paragraph 
(5), above, and to the exercise of the rights granted thereunder, and that the 
time within which construction of facilities authorized by this order shall be 
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completed and in actual operation should be fixed at 4 months from the date on 
which this order issues. 


The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application, as supplemented, 
in this proceeding, for the transportation and sale of natural gas as therein set 
forth, subject to the jurisdiction of the Commission, upon the terms and condi- 
tions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a respon- 
sible official of applicant and the general terms and conditions set forth in para- 
graphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) of section 157.20 of the 
Commission’s rules of practice and procedure shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of section 
157.20 of the Commission’s rules of practice and procedure is hereby fixed at 4 
months from the date on which this order issues. 

Chairman Kuykendall and Commissioner Smith not participating. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G-2184 
September 25, 1953 


El Paso Natural Gas Co. (applicant), a Delaware corporation, filed on June 4, 
1953, an application for a certificate of public convenience and necessity, pursuant 
to section 7 of the Natural Gas Act, authorizing the construction and operation of 
facilities subject to the jurisdiction of the Commission consisting of a main line 
tap on its 30-inch cross-over line in Mohave County, Ariz. 

The facilities for which authorization is sought will enable applicant to sell and 
deliver natural gas to Southern Union Gas Co. (Union) for resale to employees of 
the Arizona Highway Department residing in the vicinity of Topcock, Mohave 
County, Ariz. 

Applicant estimates the volumes of natural gas required annually and on a 
peak day will be 550 M. c. f. and 5 M. c. f., respectively. Applicable rates and 
service will be in accordance with rate schedule A-1 of applicant’s F. P. C. gas 
tariff, original volume No. 1, and an existing service agreement with Union dated 
December 31, 1951. 

The service agreement referred to does not specifically provide for the sale of 
gas in this particular area, providing merely that additional points of delivery 
may be mutually agreed upon. Applicant will be required to file a revised service 
agreement definitely enumerating the points in the area of service at which 
natural gas may be made available. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 17, 1953, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Co., a Delaware corporation, having its principal place 
of business at El Paso, Tex., is engaged in the transportation of natural gas in 
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interstate comierce and the sale in interstate commerce of natural gas for resale 
for ultimate public consumption, and therefore is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its January 11, 1944 order in docket No. G—288, 4 F. P. C. 486. 

(2) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(3) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, as integral parts of applicant’s existing pipeline system, 
and the construction and operation thereof by applicant are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(4) The public convenience and necessity require the attachment to the exercise 
of the rights granted under the certificate issued the terms and conditions herein- 
after ordered, which are reasonable and necessary. 

(5) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issned as hereinafter ordered and conditioned. 

(6) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 
C. F. R. 1.32 (b)) of the Commission’s rules of practice and procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued to El Paso Natural Gas Co. authorizing it to construct and operate the 
facilities hereinbefore described as more fully described in the application. 


(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by applicant within 30 days from the issue date of the order issuing such 
certificate: Provided, however, That if an application for rehearing of such order 
is filed in accordance with section 19 of the Natural Gas Act, such acceptance shall 
be filed within 30 days from the issue date of the order of the Commission upon 
the application for rehearing or within 30 days from the date on which such 
application may be deemed to have been denied when the Commission has not 
acted on such application within 30 days after it has been filed: Provided, further, 
That if a petition for review is filed in accordance with the provisions of section 
19 of the Natural Gas Act, such acceptance shall be filed within 30 days after final 
disposition of the judicial review proceedings thus initiated. 

(C) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized and actual operations thereunder 
shall be commenced by applicant not later than 30 days subsequent to the issuance 
of this order. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following : 

(i) within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of 
the date of such placement and commencement; 

(ii) within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement show- 
ing the actual cost of constructing authorized facilities by operating units, and 
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showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, con- 
tingencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimate of costs 
relied upon herein by applicant. 

(iii) Applicant shall make the proposed sale and render the proposed service 
initially under its presently effective rate schedule A-—1. 

(iv) Applicant shall within 30 days from the date of issuance of this order 
file with the Commission an appropriate service agreement covering the service 
herein authorized. 

(D) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations hereby authorized and in 
accordance with the provisions of the Natural Gas Act, as well as any applicable 
rules, regulations, or orders of the Commission. 

Chairman Kuykendall and Commissioner Smith not participating. 











Findings and order issuing a certificate of public convenience and necessity 
Montana-Dakota Utilities Co. 
Docket No. G—2185 


September 25, 1953 



























On June 8, 1953, Montana-Dakota Utilities Co. (applicant) filed an application, 
which was supplemented on July 16, 1953, for a certificate of public convenience 
and necessity pursuant to section 7 of the Natural Gas Act, authorizing the con- 
struction and operation of certain natural-gas transmission facilities, as here- 
inafter described. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 18, 1953, respecting the matters involved and the issues presented by 
the application, as supplemented. No protest to the application has been 
received. 

Applicant proposes to construct and operate approximately 0.508 mile of 
65<-inch branch transmission pipeline extending from applicant's existing 12-inch 
Williston line in Williams County, N. Dak., to its gas turbine electric generating 
station in the city of Williston, N. Dak. Applicant proposes said transmission 
main to enable it to supply natural gas on an interruptible basis to 2 new gas 
turbine driven unit additions in said generating station at pressures higher than 
exist on its distribution system in Williston. 

Applicant proposes to construct and operate approximately 2.50 miles of 
12%-inch branch transmission pipeline extending from its existing 12-inch pipe- 
line in Morton County, N. Dak., to the side of its power plant now under construc- 
tion near Mandan, N. Dak. Said facilities are proposed to enable applicant to 
supply natural gas on an interruptible basis to said Mandan power plant. 

Applicant also proposes to construct and operate approximately 8.30 miles of 
44-inch natural-gas transmission pipeline, extending from its existing Black 
Hills 12-inch pipeline in Lawrence County, S. Dak., to a new town border station 
at Spearfish, S. Dak. Said pipeline is proposed to replace approximately 7.03 
miles of existing 314-inch pipeline, and add approximately 1.27 miles of line in 
a new location to serve the town of Spearfish. Applicant's existing town border 
and meter and regulator station is proposed to be moved from its present loca- 
tion to a point at the terminus of the proposed 8.30 miles of 414-inch pipeline. 
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Approximately 2,815 feet of existing 3-inch pipeline are proposed to be abandoned 
by applicant in connection with the proposed construction, and approximately 
6,850 feet of existing 34-inch pipeline will be converted by applicant to distribu- 
tion service. Applicant proposes the foregoing construction, abandonment 
and conversion to meet increased domestic requirements in the Spearfish area 
without increasing its main line pressures on the entire Black Hills transmission 
system of applicant. 

In addition, applicant proposes to construct and operate approximately 1,150 
feet of 414-inch branch transmission pipeline extending from its existing 6-inch 
pipeline serving the Rapid City, S. Dak., air base to the site of a second town 
border station to serve Rapid City, together with an additional town border 
station. Said facilities are proposed to enable applicant to supply continuous 
and adequate service to the distribution system of Rapid City. The proposed 
new delivery point is expected to aid applicant’s distribution system pressure 
without the necessity of increasing its transmission line pressures. 

The estimated total overall capital cost of the proposed facilities is $132,507, 
which applicant proposes to finance from its working capital. 

The Commission finds: 

(1) Applicant, Montana-Dakota Utilities Co., a Delaware corporation having 
its principal place of business at Minneapolis, Minn., owns and operates, among 
other facilities, a natural-gas transmission pipeline system located in the States 
of Montana, North Dakota, and South Dakota, and by such operations is en- 
gaged in the transportation of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and is, therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order of April 6, 1943, in docket No. G—282, 3 F. P. C. 968. 

(2) The facilities hereinbefore described, which applicant proposes to con- 
struct and operate, are proposed to be used for the transportation of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, as 
integral parts of applicant’s existing pipeline system, and the construction 
and operation thereof by applicant are subject to the requirements of subsections 
(c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 
C. F. R. 1.32 (b)) of the Commission’s rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Montana-Dakota Utilities Co. to construct and operate 
the facilities hereinbefore described, all as more fully described in the applica- 
tion, as supplemented, in this proceeding, for the transportation of natural gas 
in interstate commerce as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(B) The following condition be and the same hereby is attached to the issuance 
of the certificate issued in paragraph (A) hereof: 
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The certificate herein granted shall be void and without force or effect unless 
accepted in writing by applicant within 30 days from the date of issuance of 
this order: Provided, however, That such acceptance may be filed within 30 
days from the date of issuance of the order of the Commission upon an appli- 
cation for rehearing of this order, if any, or within 30 days from the date on 
which such application may be deemed to have been denied when the Com- 
mission has not acted on such application within 30 days after it has been filed; 
and Provided, further, That such acceptance may be filed within 30 days after 
final disposition of proceedings for judicial review of any petition for review 
of this order. 

(C) The following conditions be and the same hereby are attached to the 
exercise of rights granted by the certificate issued in paragraph (A) hereof: 

(1) The facilities hereby authorized to be constructed by applicant shall be 
completed and in actual operation by applicant, and the operations hereby 
authorized shall be actually undertaken and regularly performed by applicant, 
within 6 months from the date of issuance of this order. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following: 

(i) within 10 days from the date of the bona fide beginning of the construction 
of the facilities herein authorized, notice of the date of such beginning; 

(ii) within 10 days from the date on which the facilities hereby authorized 
have been constructed and placed in service, notice of the date of such placement; 

(iii) within 6 months from the date on which the facilities hereby authorized 
have been constructed and placed in operation, a statement showing the actual 
cost of constructing said facilities by operating units, and showing separately 
the actual cost of labor, materials, rights-of-way, damages, surveys, engineering, 
inspection, overhead, interest during construction, contingencies, and all other 
items of cost, together with a statement showing and explaining the cause for 
any difference between actual cost and estimate of cost relied upon by applicant. 

(D) The certificate hereby issued is not transferable and shall be effective only 
so long as applicant continues the operations authorized by this order and in 
accordance with the provisions of the Natural Gas Act, as well as any applicable 
rules, regulations, or orders of the Commission. 

Chairman Kuykendall and Commissioner Smith not participating. 


Findings and order issuing certificate of public convenience and necessity 
Cities Service Gas Co. 
Docket No. G—2214 


September 25, 1953 


Cities Service Gas Co. (applicant), a Delaware corporation having its principal 
place of business in Oklahoma City, Okla., filed on July 16, 1953, an application 
for a certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act, authorizing the construction and operation of facilities subject 
to the jurisdiction of the Commission and described as follows: 

Construct approximately 2.1 miles of 3-inch gas pipeline beginning at a point 
of connection with an existing 10-inch gas pipeline in the northwest quarter 
(NW 4) of section 11, township 34 south, range 25 east, Cherokee County, 
Kans., and extending east and southeast to a point in the northwest quarter 
(NW 1%) of section 2, township 27 north, range 34 west, Jasper County, Mo., 
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and install meter station and appurtenant equipment at a point of connection in 
Jasper County, Mo. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 17, 1953, respecting matters involved and the issues presented by the 
application. No protests to the application have been received. 

Applicant proposes to construct and operate the described facilities for the 
purpose of providing natural gas for a fertilizer plant of the Missouri Farmers 
Association, Inc., (Missouri Farmers) to be constructed in the vicinity of Em- 
pire, Kans. The volumes of natural gas required on an interruptible basis are 
estimated to be 182,077 M. c. f. annually for the first 3 years of operation. Of 
these volumes of natural gas the record reflects that 75 percent of the gas 
required will be used for fuel purposes and 25 percent will be used in converting 
raw materials into fertilizer. 

The estimated overall capital cost of the facilities is $14,200 which will be 
defrayed from a cash advance by Missouri Farmers, said sum to be recovered 
at the rate of $.05 per M. c. f. of gas delivered unti{ the total amount has been 
refunded. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
in Oklahoma City, Okla., owns and operates, among other facilities, a natural- 
gas transmission pipeline system located in the States of Oklahoma, Texas, 
Kansas, Missouri, and Nebraska, and by such operations applicant is engaged 
in the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commis- 
sion, and is, therefore, a “natural gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its order entered 
on December 28, 1943, docket No. G—298, 4 F. P. C. 471. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation of natural gas in interstate commerce, subject to the jfurisdic- 
tion of the Commission, as an integral part of applicant’s existing pipeline sys- 
tem, and the construction and operation thereof by applicant are subject to 
the requirements of subsections (c) and (e) of section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32(b) of the 
Commission’s rules of practice and procedure (18 C. F. R. 1.32(b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued to Cities Service Gas Co. authorizing it to construct and operate the 
facilities hereinbefore described and as more fully described in the application. 

(B) The following condition be and the same hereby is attached to the 
issuance of the certificate issued in paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by applicant within 30 days from the issue date of the order issuing such 
certificate: Provided, however, That when an application for rehearing of such 
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order is filed in accordance with section 19 of the Natural Gas Act, such accept- 
ance shall be filed within 30 days from the issue date of the order of the Com- 
mission upon the application for rehearing or within 30 days from the date on 
which such application may be deemed to have been denied when the Commis- 
sion has not acted on such application within 30 days after it has been filed: 
Provided, further, That when a petition for review is filed in accordance with 
the provisions of section 19 of the Natural Gas Act, such acceptance shall be 
filed within 30 days after final disposition of the judicial review proceedings thus 
initiated. 

(C) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate issued in paragraph (A) hereof: 

(1) The construction hereby authorized shall be commenced within 15 days 
after the issuance of this order and shall be completed and actual operations 
thereunder commenced by applicant not later than 60 days subsequent to begin- 
ning of construction. 

2) The facilities authorized by (A) above shall not be utilized for the 
delivery of volumes of natural gas on an interruptible basis in excess of 182,077 
M. c. f. annually. 

(3) Applicant shall file with the Commission, in writing and under oath, an 
original and 4 conformed copies of the following : 

(i) within 10 days after bona fide beginning of construction, notice of date 
of such beginning ; 

(ii) within 10 days after authorized facilities have been constructed and placed 
in service and operations herein authorized have commenced, notice of the date 
of such placement and commencement : 

(iii) within 6 months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement show- 
ing the actual cost of constructing authorized facilities by operating units, and 
showing separately the actual cost of labor, materials, rights-of-way, damages, 
surveys, engineering, inspection, overhead, interest during construction, con- 
tingencies, and all other items of cost, together with a statement showing and 
explaining the cause for any difference between actual cost and estimate of 
costs relied upon herein by applicant. 

(D) This certificate is not transferable in any manner and shall be effective 
only so long as applicant continues the operations hereby authorized and in 
accordance with the provisions of the Natural Gas Act, as well as any applicable 
rules, regulations, or orders of the Commission. 


Chairman Kuykendall and Commissioner Smith not participating. 


Order issuing new license (major) 
Jesse I. Smith 
Project No. 719 
September 25, 1953 


Application was filed August 18, 1952, by Jesse I. Smith, of Seattle, Wash., for 
a license under the Federal Power Act (hereinafter referred to as the act) for 
constructed major project No. 719, located on James and Phelps Creeks, tribu- 
taries of Chiwawa River, in Chelan County, Wash., and affecting lands of the 
United States within the Wenatchee National Forest. 
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The project, the original license for which expired October 31, 1952, is entirely 
on lands of the United States, occupying 72.98 acres, and consists of: 

(a) All lands constituting the project area and enclosed by the project boun- 
dary or the limits of which are otherwise defined, and/or interest in such lands 
necessary or appropriate for the purposes of the project, whether such lands 
or interest therein are owned or held by the applicant or by the United States; 
such project area and project boundary being more specifically shown and de- 
scribed by certain exhibits which formed part of the application for license and 
which are designated and described as follows: 

Echibit J—(F. P. C. No. 719-9) General map showing project area of 
James Creek unit. 

Exhibit J-K.—(F. P. C. No. 719-1) General and detail map showing project 
area of Phelps Creek unit. 

Eohibit K.—(F. P. C. No. 719-8) Detail map showing project area of James 
Creek unit. 

(b) Project structures, comprising a small diversion dam located on James 
Creek; about 3,350 feet of spiral steel penstock leading down James Creek and 
across Chiwawa River to a powerhouse; a small diversion dam located on 
Phelps Creek; about 9,450 feet of flume and penstock leading to the same 
powerhouse located between the junction of Phelps Creek and Chiwawa River; 
the powerhouse containing two units, one a 390-horsepower turbine connected to 
a 300-kilovolt-ampere generator and the other a 25-horsepower turbine con- 
nected to an 18-kilowatt generator; and appurtenant facilities; the location, 
nature, and character of which are more specifically shown and described by 
the exhibits hereinbefore cited and by certain other exhibits which also formed 
part of the application for license and which are designated and described as 
follows: 

Echibdit L.—Five sheets (F. P. C. Nos. 719-2 through -6) showing Phelps Creek 
dam, penstock, and powerhouse, filed in the Commission June 20, 1927. 

Ezhibit G—General description of mechanical and electrical equipment of 
James Creek unit, filed in the Commission June 25, 1925. 

(c) All other structures, fixtures, equipment or facilities used.or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if and 
to the extent that the inclusion of such property as part of the project is ap- 
proved or acquiesced in by the Commission; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the maintenance 
or operation of the project. 

The original license for the project, which was issued to Royal Development 
Co. on November 1, 1927, for a period of 25 years, and expired October 31, 1952, 
was transferred, effective as of December 11, 1946, to Western Machinery Co. 
and effective as of April 13, 1948, to Jesse I. Smith and Hilda Smith, the latter 
having transferred her interest in the license to Jesse I. Smith, effective as of 
December 4, 1948. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Wenatchee National Forest, has reported favorably on the 
application. 

An Assistant Secretary of the Interior, acting for the Secretary of the In- 
terior, and The Department of Game of the State of Washington have reported 
favorably on the application, subject to the imposition of a condition in the 
interest of fish and wildlife substantially as hereinafter provided. 

The Department of Fisheries of the State of Washington was notified of 
the filing of the application. 
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The Commission finds: 


(1) The applicant is a citizen of the United States and has submitted satis- 
factory evidence of compliance with the requirements of all applicable State 
laws insofar as necessary to effect the purposes of a new license for the project. 

(2) No conflicting application is before the Commission. Public notice has 
been given as required by the act. 

(3) The project does not affect any Government dam, nor will the issuance 
of a new license therefor as hereinafter provided affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(4) The issuance of a new license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which the Wenatchee Na- 
tional Forest was created or acquired. 

(5) Under present circumstances and conditions and upon the terms and con- 
ditions hereinafter imposed, the project is best adapted to a comprehensive plan 
for the improvement and utilization of water-power development, and for other 
beneficial public uses, including recreational purposes. 

(6) The installed horsepower capacity of the project for the purpose of com- 
puting the capacity component of the administrative annual charge is 410 horse- 
power, and the energy generated by the project is used by the applicant for the 
lighting of cabins used for recreational purposes. 

(7) The amount of annual charges to be paid under the license for the purposes 
of reimbursing the United States for the costs of administration of part I of the 
act, and for recompensing it for the use, occupancy, and enjoyment of its lands 
is reasonable as hereinafter fixed and specified. 

(8) The exhibits designated and described in paragraphs (a) and (b) above 
conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project. 

The Commission orders: 

(A) This new license is issued to Jesse I. Smith under sections 4 (e) and 15 
of the act for a period of 20 years, effective as of November 1, 1952, for the 
operation and maintenance of project No. 719 upon lands of the United States 
Within the Wenatchee National Forest, subject to the terms and conditions of 
the act which is incorporated by reference as a part of this license, and subject 
te such rules and regulations as the Commission has issued or prescribed under 
the provisions of the act. 

(B) This license is also subject to the terms and conditions set forth in form 
L-1,* entitled “Terms and conditions of license for constructed major project 
affecting lands of the United States”, except for articles 19 and 20 thereof, which 
terms and conditions are atttached hereto and made a part hereof; and subject 
to the following special conditions set forth herein as additional articles: 

Article 24. Subject to article 25 of this license, the net investment in the 
project as of the effective date of this license, namely November 1, 1952, shail 
be the same amount as the net investment as of October 31, 1952, as determined 
by the Commission in accordance with the act and the license issued for this 
prcject on November 1, 1927. 

Article 25. After the first 20 years of operation of the project under license, 
namely after October 31, 1947, 6 percent per annum shall be the specified rate of 
return on the net investment in the project for determining surplus earnings of 
the project for the establishment and maintenance of amortization reserves, pur- 
Suaut to section 10 (d) of the act; one-half of the project surplus earnings, if any, 


—_—_ 


*See p. 1262. 
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accumulated after the first 20 years of operation under license, namely after 
October 31, 1947, in excess of 6 percent per annum on the net investment, shall 
he set aside in a project amortization reserve account as of the end of each fiscal 
year, provided that, if and to the extent that there is a deficiency of project 
earnings below 6 percent per annum for any fiscal year or years after the first 
20 vears of operation under license, the amount of such deficiency shall be de- 
ducted from the amount of any surplus earnings accumulated thereafter until 
ebsorbed, and one-half of the remaining surplus earnings, if any, thus cumu- 
Jatively computed, shall be set aside in the project amortization reserve account; 
ana the amounts thus established in the project amortization reserve account 
shall be maintained therein until further order of the Commission. 

Article 26. The licensee shall make such reasonable modifications of the 
project structures in the interest of fish and wildlife as may hereafter be required 
by the Cummission upon the recommendation of the Department of the Interior. 

Article 27. The licensee shall pay to the United States the following annual 
charges : 

(i) For the purpose of reimbursing the United States for the costs of adminis- 
tration of part I of the act, $47.90; and 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, $72.98. 

(C) The exhibits designated and described in paragraphs (a) and (b) above 
are approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the act, 
and failure to file such an application shall constitute acceptance of this license. 
In acknowledgment of the acceptance of this license, it shall be signed for the 
licensee and returned to the Commission within 60 days from the date of issuance 
of this order. 

Chairman Kuykendall and Commissioner Smith not participating. 


Form L-1 


TERMS AND CONDITIONS OF LICENSE FOR CONSTRUCTED MAJOR PROJECT AFFECTING 
LANDS OF THE UNITED STATES 


Article 1. The entire project, as described in the order of the Commission, shall 
be subject to all the provisions, terms, and conditions of the license. 

Article 2. No substantial change shall be made in the maps, plans, specifications, 
and statements described and designated as exhibits and approved by the Com- 
mission in its order as a part of the license until such change shall have been 
approved by the Commission: Provided, however, That if the Licensee or the 
Commission deems it necessary or desirable that said approved exhibits, or any 
of them, be changed, there shall be submitted to the Commission for approval 
amended, supplemental, or additional exhibit or exhibits covering the proposed 
changes which, upon approval by the Commission, shall become a part of the 
license and shall supersede, in whole or in part, such exhibit or exhibits hereto- 
fore made a part of the license as may be specified by the Commission. 

Article 3. If the Licensee shall contemplate any alteration in or addition to 
the project area or project works shown and described by the approved exhibits 
referred to in Article 2 herein, the Licensee shall submit to the Conimission for 
approval amended, supplemental, or additional exhibits under the provisions of 
said article covering such alteration or addition, together with a statement in 
writing setting forth the reasons which necessitate or justify such alteration or 
addition. Except when emergency shall require for the protection of life, 
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health, or property, no substantial alteration or addition not in conformity with 
the approved plans shall be made to any dam or other project works under the 
license without the prior approval of the Commission ; and any emergency altera- 
tion or addition so made shall thereafter be subject to such modification and 
change as the Commission may direct. Minor changes in the project works or 
divergence from such approved exhibits may be made if such changes will not 
result in decrease in efficiency, in material increase in cost, or in impairment of 
the general scheme of development: but any of such minor changes made without 
the prior approval of the Commission, which in its judgment have produced or 
will produce any of such results, shall be subject to such alteration as the Com- 
mission may direct. The Licensee shall comply with such rules and regulations 
of general or special applicability as the Commission may from time to time pre- 
scribe for the protection of life, health, or property. 

Article 4. The project, including its operation and maintenance and any work 
incident to additions or alterations, whether or not conducted upon lands of the 
United States, shall be subject to the inspection and supervision of the Regional 
Engineer, Federal Power Commission, in the region wherein the project is 
located, or of such other officer or agent as the Commission may designate, who 
shall be the authorized representative of the Commission for such purposes. 
The Licensee shall furnish to said representative such information as he may 
require concerning the operation and maintenance of the project, and of any 
alteration thereof, and shall notify him of the date upon which work with respect 
to any alteration will begin, and as far in advance thereof as said representa- 
tive may reasonably specify, and shall notify him promptly in writing of any 
resumption and completion. The Licensee shall allow him and other officers or 
employees of the United States, showing proper credentials, free and unre- 
stricted access to, through, and across the project lands and project works in 
the performance of their official duties. 

Article 5. For the purpose of determining the stage and flow of the stream or 
streams from which water is diverted for the operation of the project works, 
the amount of water held in and withdrawn from storage, and the effective head 
on the turbines, the Licensee shall install and thereafter maintain such gages 
and stream-gaging stations as the Commission may deem necessary and best 
adapted to the requirements; and shall provide for the required readings of such 
gages and for the adequate rating of such stations. The Licensee shall also 
install and maintain standard meters adequate for the determination of the 
amount of electric energy generated by said project works. The number, char- 
acter, and location of gages, meters, or other measuring devices, and the method 
of operation thereof, shall at all times be satisfactory to the Commission and 
may be altered from time to time if necessary to secure adequate determinations, 
but such alteration shall not be made except with the approval of the Commis- 
sion or upon the specific direction of the Commission. The installation of gages, 
the ratings of said stream or streams, and the determination of the flow thereof, 
shall be under the supervision of, or in cooperation with, the District Engineer 
of the United States Geological Survey having charge of stream-gaging opera- 
tions in the region of said project, and the Licensee shall advance to the United 
States Geological Survey the amount of funds estimated to be necessary for such 
supervision or cooperation for such periods as may be mutually agreed upon. 
The Licensee shall keep accurate and sufficient record of the foregoing deter- 
minations to the satisfaction of the Commission, and shall make return of such 
records annually at such time and in such form as the Commission may pre- 
scribe. 

Article 6. In the maintenance or alteration of the project, the location and 
standards of roads and trails, and other land uses including the location and 





































































































1264 FEDERAL POWER COMMISSION 


condition of quarries, borrow pits, spoil disposal areas, and sanitary facilities 
shall be subject to the approval of the department or agency of the United States 
having supervision over the lands involved. 

Article 7. In the maintenance of the project works, the Licensee shall place 
and maintain suitable structures and devices to reduce to a reasonable degree 
the liability of contact between its transmission lines, and telegraph, telephone, 
and other signal wires or power transmission lines constructed prio to its trans- 
mission lines and not owned by the Licensee, and shall also place and maintain 
suitable structures and devices to reduce to a reasonable degree the liability of 
any structures or wires falling and obstructing traffic and endangering life on 
highways, streets, or railroads. 

Article 8. The Licensee shall make provision, or shall bear the reasonable 
cost, as determined by the agency of the United States affected, of making pro- 
vision for avoiding inductive interference between any project transmission line 
or other project facility constructed, operated, or maintained under the license, 
and any radio installation, telephone line, or other communication facility in- 
stalled or constructed before or after construction of such project transmission 
line or other project facility and owned, operated, or used by such agency of 
the United States in administering the lands under its jurisdiction. None of 
the provisions of this article is intended to relieve the Licensee from any re- 
sponsibility or requirement which may be imposed by other lawful authority for 
avoiding or eliminating inductive interference. 

Article 9. The Licensee shall clear and keep clear to an adequate width lands 
of the United States along open conduits, and shall dispose of all temporary 
structures, unused timber, brush, refuse, or inflammable material resulting from 
the clearing of the lands or from the maintenance or alteration of the project 
works. In addition, all trees along the margins of reservoirs which may die 
during operations of the project shall be removed. The clearing of the lands 
and the disposal of the material shall be done with due diligence and to the 
satisfaction of the authorized representative of the Commission. 

Article 10. The Licensee shall clear such portions of transmission line rights- 
of-way across lands of the United States as are designated by the officer of the 
United States in charge of the lands; shall keep the areas so designated clear 
of new growth, all refuse, and inflammable material to the satisfaction of such 
officer; shall trim all branches of trees in contact with or liable to contact the 
transmission line; shall cut and remove all dead or leaning trees which might 
fall in contact with the transmission line; and shall take such other precautions 
against fire as may be required by such officer. No fires for the burning of waste 
material shall be set except with the prior written consent of the officer of the 
United States in charge of the lands as to time and place. 

Article 11. Timber on lands of the United States cut, used, or destroyed in the 
construction and maintenance of the project works or in the clearing of said 
lands shall be paid for in accordance with the requirements of and at the current 
stumpage rates applicable to the sale of similar timber by the agency of the 
United States having jurisdiction over said lands; and all slash and debris re- 
sulting from the cutting or destruction of such timber shall be disposed of as the 
officer of such agency may direct. 

Article 12. The Licensee shall do everything reasonably within its power and 
shall require its employees, contractors and employees of contractors to do 
everything reasonably within their power, both independently and upon request 
of officers of the agency of the United States concerned, to prevent, make ad- 
vanced preparations for suppression, and suppress fires on or near lands occu- 
pied under the license. 
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Article 18. The operations of the Licensee so far as they affect the use, storage, 
and discharge from storage of waters affected by the license, shall at all times 
be controlled by such reasonable rules and regulations as the Commission may 
prescribe for the protection of life, health, and property, and in the interest of 
the fullest practicable conservation and utilization of such waters for power pur- 
poses and for other beneficial public uses, including recreational purposes; and 
the Licensee shall release water from the project reservoir at such rate in 
cubic feet per second, or such volume in acre-feet per specified period of time, as 
the Commission may prescribe for the purposes hereinbefore mentioned. 

Article 14. The Licensee shall interpose no objection to, and shall in no way 
prevent, the use by the agency of the United States having jurisdiction over the 
lands of the United States affected, or by persons or corporations occupying lands 
of the United States under permit, of water for fire suppression from any stream, 
conduit or body of water, natural or artificial, used by the Licensee in the opera- 
tion of the project works covered by the license, or to the use by said parties 
of water for sanitary and domestic purposes from any stream or body of water, 
natural or artificial, used by the Licensee in the operation of the project works 
covered by the license. 

Article 15. The Licensee shall be liable for injury to, or destruction of, any 
buildings, bridges, roads, trails, lands, or other property of the United States, 
occasioned by the construction, maintenance, or operation of the project works 
or of the works appurtenant or accessory thereto under the license. Arrange- 
ments to meet such liability, either by compensation for such injury or destruc- 
tion, or by reconstruction or repair of damaged property, or otherwise, shall be 
made with the appropriate department or agency of the United States. 

Article 16. So far as is consistent with proper operation of the project, the 
Licensee shall allow the public free access, to a reasonable extent, to project 
waters and adjacent lands owned by the Licensee for the purpose of full public 
utilization of such lands and waters for navigation and recreational purposes, 
including fishing and hunting, and shall allow for such purposes the construction 
of access roads, wharves, landings, and other facilities on its lands the occupancy 
of which may in appropriate circumstances be subject to payment of rent to the 
Licensee in a reasonable amount: Provided, that the Licensee may reserve from 
public access, such portions of the project waters, adjacent lands, and project 
facilities as may be necessary for the protection of life, health, and property 
and Provided further, that the Licensee’s consent to the construction of access 
roads, wharves, landings, and other facilities shall not, without its express agree- 
ment, place upon the Licensee any obligation to construct or maintain such 
facilities. 

Article 17. The Licensee shall allow any agency of the United States, with- 
out charge, to construct or permit to be constructed on, through, and across the 
project lands, conduits, chutes, ditches, railroads, roads, trails, telephone lines, 
and other means of transportation and communication not inconsistent with the 
enjoyment of said lands by the Licensee for the purposes stated in the license. 
This article shall not be construed as conferring upon the Licensee any right of 
use, occupancy, or enjoyment of the lands of the United States other than for the 
operation and maintenance of the project as stated in the license. 

Article 18. There is reserved to the appropriate department or agency of the 
United States, or of the State or county involved, the right to take over, main- 
tain, and supervise the use of any project road. 

Article 19. The actual legitimate original cost, estimated where not known, 
and the accrued depreciation of the project as of the effective date of the license 
shall be determined by the Commission in accordance with the Act and the rules 
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and regulations of the Commission, and such cost less such accrued deprecia- 
tion, so determined, shall be the net investment in the project as of such effective 
date. 

Article 20. After the first twenty (20) years of operation of the project under 
the license, six (6) percent per annum shall be the specified rate of return on 
the net investment in the project for determining surplus earnings of the project 
for the establishment and maintenance of amortization reserves, pursuant to Sec- 
tion 10 (d) of the Act; one-half of the project surplus earnings, if any, accumu- 
lated after the first twenty years of operation under the license, in excess of six 
(6) percent per annum on the net investment, shall be set aside in a project 
amortization reserve account as of the end of each fiscal year, provided that, if 
and to the extent that there is a deficiency of project earnings below six (6) 
percent per annum for any fiscal year or years after the first 20 years of opera- 
tion under the license, the amount of such deficiency shall be deducted from the 
amount of any surplus earnings accumulated thereafter until absorbed, and one- 
half of the remaining surplus earnings, if any, thus cumulatively computed, shall 
be set aside in the project amortization reserve account; and the amounts thus 
established in the project amortization reserve account shall be maintained 
therein until further order of the Commission. 

Article 21. No lease of the project or part thereof whereby the lessee is granted 
the exclusive occupancy, possession, or use of project works for purposes of gen- 
erating, transmitting, or distributing power shall be made without the prior writ- 
ten approval of the Commission ; and the Commission may, if in its judgment the 
situation warrants, require that all the conditions of the license, of the Act, and 
of the rules and regulations of the Commission shall be applicable to such lease and 
to such property so leased to the same extent as if the lessee were the Licensee: 
Provided, that the provisions of this article shall not apply to parts of the project 
or project works which may be used by another jointly with the Licensee under a 
contract or agreement whereby the Licensee retains the occupancy, possession, 
and control of the property so used and receives adequate consideration for such 
joint use, or to leases of land while not required for purposes of generating, trans- 
mitting, or distributing power, or to buildings or other property not built or used 
for said purposes, or to minor parts of the project or project works, the leasing 
of which will not interfere with the usefulness or efficient operation of the project 
by the Licensee for such purposes. 

Article 22. The Licensee, its successors and assigns will, during the period of 
the license, retain the possession of all project property covered by the license as 
issued or as later amended, including the project area, the project works, and all 
franchises, easements, water rights, and rights of occupancy and use; and that 
none of such properties necessary or useful to the project and to the development, 
transmission, and distribution of power therefrom will be voluntarily sold, trans- 
ferred, abandoned, or otherwise disposed of without the approval of the Com- 
mission: Provided, that a mortgage or trust deed or judicial sales made there- 
under, or tax sales, shall not be deemed voluntary transfers within the meaning 
of this article. In the event the project is taken over by the United States upon 
the termination of the license, as provided in Section 14 of the Act, or is 
transferred to a new licensee under the provisions of Section 15 of the Act, the 
Licensee, its successors and assigns will be responsible for and will make good 
any defect of title to or of right of user in any of such project property which is 
necessary or appropriate or valuable and serviceable in the maintenance and op- 
eration of the project, and will pay and discharge, or will assume responsibility 
for payment and discharge, of all liens or incumbrances upon the project or proj- 
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ect property created by the Licensee or created or incurred after the issuance of 
the license: Provided, that the provisions of this article are not intended to pre- 
vent the abandonment or the retirement from service of structures, equipment, or 
other project works in connection with replacements thereof when they become 
obsolete, inadequate, or inefficient for further service due to wear and tear, or to 
require the Licensee, for the purpose of transferring the project to the United 
States or to a new licensee, to acquire any different title to or right of user in 
any such project property than was necessary to acquire for its own purposes as 
Licensee. 

Article 23. The terms and conditions expressly set forth in the license shall not 
be construed as impairing any terms and conditions of the Federal Power Act 
which are not expressly set forth herein. 
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September 29, 1952 








Application was filed June 4, 1951, Southern California Edison Co. of 
Los Angeles, Calif., for a license under the Federal Power Act (hereinafter re- 


by 


ferred to as the act) to authorize construction, operation and maintenance of a 
proposed major project designated as project No. 2086 and known as Vermilion 
Valley Reservoir project, located on Mono Creek, a tributary to the South Fork 
San Joaquin River, in Fresno County, Calif.. and affecting navigable waters and 
land of the United States within Sierra National Forest. 

The proposed project would consist of : 

(a) All lands constituting the project area and enclosed within the boundary 
or the limits of which are otherwise defined, and/or interest in such lands neces- 
sary or appropriate for the purposes of the project, whether such lands or interest 
therein are owned or held by applicant or by the United States; the location of 
such project area and project boundary being more specifically shown and de- 
scribed by certain exhibits which formed a part of the application for license 
and which are designated and described as follows: 

Exhibit J.—(F. P. C. 2086-1) entitled “General map showing Vermilion Valley 
Reservoir.” 

Exhibit K.—Land maps in three sheets (F. P. C. 2086-2 through 2086-4) each 
entitled “Detail map of Vermilion Valley Reservoir.” 


—all of the above “J” and “K” exhibits having been signed on May 31, 1951: 
Southern California Edison Company, by W. L. Chadwick, Vice President. 

(b) Principal structures consisting of : 

1. A dam, across Mono Creek in secs. 25 and 26, T. 6 S., R. 27 E., M. D. M., with 
a crest length of approximately 4,350 feet and a height of about 160 feet from 
stream bed to top of spillway gates. 

2. A reservoir with a gross capacity of approximately 125,000 acre-feet when 
filled to the top of the spillway gates at approximate elevation 7,642.5. 

3. Appurtenant hydraulic facilities. 











the location, nature, and character of which structures are more specifically 
shown on and described by the exhibits hereinbefore cited and by certain other 
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exhibits which formed part of the application for license and which are desig- 
nated and described as follows: 

BRohibit L.—(F. P. C. 2086-5) entitled “Details of Vermilion Valley Dam,” 
signed on May 31, 1951: Southern California Edison Co., by W. L. Chadwick, 
vice president. 

Exhibit M.—(one sheet) entitled “General description and specifications 
mechanical and electrical equipment,” signed on May 31, 1951: Southern Cali- 
fornia Edison Co., by James F. Davenport, vice president. 

(c) All other structures, fixtures, equipment, or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if and 
to the extent that the inclusion of such property as a part of the project is ap- 
proved or acquiesced in by the Commission ; also, all riparian or other rights, the 
use or possession of which is necessary or appropriate in the maintenance and 
operation of the project. 

(d) There are no power and generating facilities included in the proposed 
project. The additional amounts of regulated water that will be made available 
to applicant’s downstream plants by the operation of the proposed project will 
increase the dependable capacity and the energy, obtainable from said plants, 
for domestic, commercial, industrial, agricultural, and other purposes in the 
applicant’s service areas in southern and central California. 

The Chief of Engineers, Department of the Army, the Assistant Secretary of 
the Interior, and the Assistant Secretary of Agriculture, who has supervision of 
the Sierra National Forest, have reported favorably on the application. The 
Division of Fish and Game, Department of Natural Resources, State of Cali- 
fornia, has also reported on the application. An agreement between the State 
of California and Southern California Edison was made and executed on May 29, 
1953. This agreement was for the purpose of resolving issues with respect to 
flows of water for preserving fish and wildlife and recreational purposes along 
the South Fork of the San Joaquin River and its tributaries below certain 
diversions, also to settle the controversy between the parties concerning the 
appropriation of waters of Mono Creek for storage in the proposed project 
No. 2086. The Department of the Interior by its letter dated August 17, 1953, to 
the Chairman of this Commission has stated that this agreement of May 29 is 
satisfactory to the Fish and Wildlife Service and to the Department. 

On April 9, 1958, an agreement between the United States and Southern 
California Edison Co. was entered into with respect to the storage of water and 
its operational uses below the Vermilion Valley Reservoir. 

The license issued on March 3, 1921, for project No. 67 (Big Creek Nos. 2A 
and 8) included the Vermilion Valley Reservoir. However, in January 1933 
the Vermilion Valley Reservoir was, by amendment of the license for said 
project 67, removed from it. Nevertheless the storage waters in the reservoir 
will be used to increase the power to be generated in the power plants of project 
No. 67 as was originally contemplated and the effect of water releases will 
affect navigation to the same extent as was determined in the matter of project 
No. 67. 

The Chief of Engineers, Department of the Army, and Secretary of the Army 
have approved the plans of the project in accordance with section 4 (e) of 
the act. 

The Commission finds: 

(1) The applicant, Southern California Edison Co., is a corporation organized 
and existing under the laws of the State of California, residing in Los Angeles, 
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Calif., and engaged in the business of generating water power and electricity as 
a licensee of project No. 67 under the Federal Power Act. Satisfactory evidence 
has been submitted showing compliance with the requirements of applicable 
State laws insofar as is necessary to effectuate the purposes of a license for 
the project. 

(2) No conflicting application or protest is before the Commission. Public 
notice has been given as required by the act. 

(3) The applicant has submitted satisfactory evidence of its financial ability 
to construct and operate the proposed project. 

(4) The proposed project does not affect any Government dam, nor will the 
issuance of a license therefor, as herein provided, affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(5) The issuance of a license for the project as herein provided will not inter- 
fere with or be inconsistent with the purposes for which Sierra National Forest 
was created or acquired. 

(6) Under existing circumstances and conditions and upon the terms and condi- 
tions hereinafter imposed, the proposed project is best adapted to a comprehensive 
plan for the improvement and utilization of water power development, and for 
other beneficial public purposes, including recreational purposes. 

(7) Operation of the Vermilion Valley Reservoir as a storage unit of the Big 
Creek development now under license to this applicant will result in an average 
annual gain of energy production at the applicant’s existing downstream projects, 
including powerhouse No. 4, of about 122,000,000 kilowatt-hours. 

(8) Approximately 2,201.54 acres of the project area are land of the United 
States. 

(9) The amount of the annual charge to be paid under the license for the 
purpose of recompensing the United States for the use, occupancy, and enjoy- 
ment of its lands is reasonable as herein fixed and specified. 

(10) The exhibits designated and described in paragraphs (a) and (b) above 
conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project. 

The Commission orders: 

(A) This license is issued to Southern California Edison Co. of Los Angeles, 
Calif., for a period of 50 years, effective as of September 1, 1953, for construction, 
operation, and maintenance of project No. 2086, subject to the terms and condi- 
tions of the act which are hereby incorporated by reference as a part of this 
license, and subject to such rules and regulations as the Commission has issued 
er prescribed under the provisions of the Act; and subject further to the terms 
and conditions set forth in form L-6 * entitled “Terms and conditions of license 
for unconstructed major project affecting navigable waters and lands of the 
United States,” excluding therefrom articles 7, 9, and 15 through 19 and subject 
to the following special conditions set forth herein as additional articles: 

Article 28. The licensee shall commence construction not later than January 
1, 1954, shall thereafter in good faith and with due diligence prosecute such con- 
struction, and shall complete the project works on or before June 30, 1956. 

Article 29. The licensee shall construct, maintain, and operate such protective 
devices and comply with such reasonable modifications of the project structure 
and operation in the interest of fish and wildlife resources as may be hereafter 
prescribed by the Federal Power Commission upon the recommendations of the 
California Department of Fish and Game and the Secretary of the Interior. 


*See p. 1271. 
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Article 30. The licensee shall provide and maintain at all times during the 
summer season a road across the dam or over Mono Creek immediately below 
the dam, suitable for heavy trucks and trailers, fire equipment, tractors, and 
other motor vehicles, together with connections to the existing road, either in 
its present location or as relocated, and to the Boggy Meadows area. 

Article 31. The licensee shall devise and develop, through co-operation with the 
California Department of Fish and Game, the U. S. Forest Service, and the U. S. 
Fish and Wildlife Service, practical and reasonable means for mitigating the 
losses to fish and wildlife occasioned by the construction and operation of the 
project, of increasing the biological productivity of the project area, and of fur- 
thering public use of the area for recreational enjoyment. 

Article 32. The licensee shall, before impounding water, clear all lands in the 
bottom and margin of the reservoir up to high-water level, shall clear and keep 
clear to an adequate width lands of the United States along open conduits, and 
shall dispose of all temporary structures, unused timber, brush, refuse, or in- 
flammable material resulting from the clearing of the land or from the construc- 
tion and maintenance of the project works. In addition, all trees along the 
margin of the reservoir which may die from operation of the reservoir shall be 
removed. The clearing of the land and the disposal of the material shall be done 
with due diligence and to the satisfaction of the authorized representative of the 
Commission. 

Article 33. The licensee shall interpose no objection to and shall in no way 
prevent the use by the agency of the United States having jurisdiction over the 
lands of the United States affected, or by persons or corporations occupying lands 
of the United States under permit, of water for fire suppression from any stream, 
conduit or body of water, natural or artificial, used by the licensee in the operation 
of the project works covered by the license, or to the use by said parties of water 
for domestic purposes from any stream or body of water, natural or artificial, 
used by the licensee in the operation of the project works covered by the license. 

Article 34. In the interest of recreation the licensee shall make every reasonable 
effort to maintain the water surface of Vermilion Valley Reservoir at the max- 
imum elevation and with a minimum of fluctuation from June 15 to September 
15 of each year as is reasonably consistent with the primary purpose of the 
reservoir and the contract cited in article 35 herein below. 

Article 35. The licensee shall operate the project in harmony with the agree- 
ment of May 29, 1953, entered into by the licensee, the California Department of 
Fish and Game, and the California Fish and Game Commission, or with any 
amendments thereto, and in accordance with the contract dated as of the 9th 
day of April 1953 between the licensee, the United States and others, entitled 
“Contract relating to Southern California Edison Co.’s Vermilion Valley Reser- 
voir” or any amendments thereto. 

Article 36. No modification in the agreement of May 29, 1953, shall be made 
without the concurrence of the Secretary of the Interior. 

Article 87. The licensee shall pay to the United States the following annual 
charge: 

For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, $4,403.00. 

(B) The agreement referred to in article 35 above and the exhibits desig- 
nated and described in paragraphs (a) and (b) hereof be and hereby are 
approved and made a part of this license. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the 
act, and failure to file such an application shall constitute acceptance of this 
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license. In acknowledgment of the acceptance of this license, it shall be signed 
for the licensee and returned to the Commission within 60 days from the date 
of issuance of this order. 

Chairman Kuykendall and Commissioner Smith not participating. 


FORM L-6 


TERMS AND CONDITIONS OF LICENSE FOR UNCONSTRUCTED MAJOR PROJECT AFFECTING 
NAVIGABLE WATERS AND LANDS OF THE UNITED STATES 


Article 1. The entire project, as described in the order of the Commission, 
shall be subject to all the provisions, terms, and conditions of the license. 

Article 2. No substantial change shall be made in the maps, plans, specifica- 
tions, and statements described and designated as exhibits and approved by the 
Commission in its order as a part of the license until such change shall have 
been approved by the Commission : Provided, however, that if the Licensee or the 
Commission deems it necessary or desirable that said approved exhibits, or any 
of them, be changed, there shall be submitted to the Commission for approval 
amended, supplemental, or additional exhibit or exhibits covering the proposed 
changes which, upon approval by the Commission, shall become a part of the 
license and shall supersede, in whole or in part, such exhibit or exhibits 
theretofore made a part of the license as may be specified by the Commission. 

Article 3. Said project works shall be constructed in substantial conformity 
with the approved exhibits referred to in Article 2 herein or as changed in accord- 
ance with the provisions of said article. Except when emergency shall require 
for the protection of navigation, life, health, or property, no substantial alteration 
or addition not in conformity with the approved plans shall be made to any dam 
or other project works under the license without the prior approval of the Com- 
mission: and any emergency alteration or addition so made shall thereafter be 
subject to such modification and change as the Commission may direct. Minor 
changes in the project works or divergence from such approved exhibits may be 
made if such changes will not result in decrease in efficiency, in material in- 
crease in cost, or in impairment of the general scheme of development; but any 
of such minor changes made without the prior approval of the Commission, which 
in its judgment have produced or will produce any of such results, shall be 
subject to such alteration as the Commission may direct. The Licensee shall 
comply with such rules and regulations of general or special applicability as the 
Commission may from time to time prescribe for the protection of life, health, or 
property. 


Article 4. The construction, operation, and maintenance of the project and 
any work incident to additions or alterations, whether or not conducted upon 
lands of the United States, shall be subject to the inspection and supervision of 
the Regional Engineer, Federal Power Commission, in the region wherein the 


project is located, or of such other officer or agent as the Commission may desig- 
nate, who shall be the authorized representative of the Commission for such 
purposes. The licensee shall furnish to said representative such information as 
he may require concerning the construction, operation, and maintenance of the 
project, and of any alteration thereof, and shall notify him of the date upon 
which work will begin, and as far in advance thereof as said representative may 
reasonably specify, and shall notify him promptly in writing of any suspension 
of work for a period of more than one week, and of its resumption and completion. 
The Licensee shall allow him and other officers or employees of the United States, 
showing proper credentials, free and unrestricted access to, through, and across 
the project lands and project works in the performance of their official duties. 
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Article 5. Upon the completion of the project, or at such other time as the 
Commission may direct, the Licensee shall submit to the Commission for approval 
revised maps, plans, specifications, and statements insofar as necessary to show 
any divergence from or variations in the project area and project boundary as 
finally located or in the project works as actually constructed when compared 
with the area and boundary shown and the works described in the license or in 
the maps, plans, specifications, and statements approved by the Commission, to- 
gether with a statement in writing setting forth the reasons which in the opinion 
of the Licensee necessitated or justified variations in or divergence from the 
approved maps, plans, specifications, and statements. Such revised maps, plans, 
specifications, and statements shall, if and when approved by the Commission, 
be made a part of the license under the provisions of Article 2 hereof. 

Article 6. For the purpose of determining the stage and flow of the stream 
or streams from which water is to be diverted for the operation of the project 
works, the amount of water held in and withdrawn from storage, and the effective 
head on the turbines, the Licensee shall install and thereafter maintain such 
gages and stream-gaging stations as the Commission may deem necessary and 
best adapted to the requirements; and shall provide for the required readings 
of such gages and for the adequate rating of such stations. The Licensee shall 
also install and maintain standard meters adequate for the determination of the 
amount of electric energy generated by said project works. The number, char- 
acter, and location of gages, meters, or other measuring devices, and the method 
of operation thereof, shall at all times be satisfactory to the Commission and 
may be altered from time to time if necessary to secure adequate determinations, 
but such alteration shall not be made except with the approval of the Commis- 
sion or upon the specific direction of the Commission. The installation of gages, 
the ratings of said stream or streams, and the determination of the flow thereof, 
shall be under the supervision of, or in cooperation with, the District Engineer 
of the United States Geological Survey having charge of stream-gaging operations 
in the region of said project, and the Licensee shall advance to the United States 
Geological Survey the amount of funds estimated to be necessary for such super- 
vision or cooperation for such periods as may be mutually agreed upon. The 
Licensee shall keep accurate and sufficient record of the foregoing determinations 
to the satisfaction of the Commission, and shall make return of such records 
annually at such time and in such form as the Commission may prescribe. 

Article 7. So far as is consistent with proper operation of the project, the 
Licensee shall allow the public free access, to a reasonable extent, to project 
waters and adjacent lands owned by the Licensee for the purpose of full public 
utilization of such lands and waters for navigation and recreational purposes, 
including fishing and hunting, and shall allow for such purposes the construc- 
tion of access roads, wharves, landings, and other facilities on its lands the oc- 
cupancy of which may, in appropriate circumstances, be subject to payment 
of rent to the Licensee in a reasonable amount: Provided, that the Licensee may 
reserve from public access such portions of the project waters, adjacent lands, 
and project facilities as may be necessary for the protection of life, health, and 
property and Provided further, that the Licensee’s consent to the construction 
of access roads, wharves, landings, and other facilities shall not, without its 
express agreement, place upon the Licensee any obligation to construct or main- 
tain such facilities. 

Article 8. In the construction and maintenance of the project, the location 
and standards of roads and trails, and other land uses, including the location 
and condition of quarries, borrow pits, spoil disposal areas, and sanitary facili- 
ties, shall be subject to the approval of the department or agency of the United 
States having supervision over the lands involved. 
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Article 9. Insofar as any material is dredged or excavated in the prosecution 
of any work authorized under the license, or in the maintenance of the project, 
such material shall be removed and deposited so it will not interfere with navi- 
gation, and will be to the satisfaction of the District Engineer, Department of 
the Army, in charge of the locality. 

Article 10. In the construction and maintenance of the project works, the 
Licensee shall place and maintain suitable structures and devices to reduce to 
a reasonable degree the liability of contact between its transmission lines, and 
telegraph, telephone, and other signal wires or power transmission lines con- 
structed prior to its transmission lines and not owned by the Licensee, and shall 
also place and maintain suitable structures and devices to reduce to a reasonable 
degree the liability of any structures or wires falling and obstructing traffic and 
endangering life on highways, streets, or railroads. 

Article 11. The Licensee shall make provision, or shall bear the reasonable 
cost, as determined by the agency of the United States affected, of making pro- 
vision for avoiding inductive interference between any project transmission line 
or other project facility constructed, operated, or maintained under the license, 
and any radio installation, telephone line, or other communication facility in- 
stalled or constructed before or after construction of such project transmission 
line or other project facility and owned, operated, or used by such agency of the 
United. States in administering the lands under its jurisdiction. None of the pro- 
visions of this article is intended to relieve the Licensee from any responsibility 
or requirement which may be imposed by other lawful authority for avoiding or 
eliminating inductive interference. 

Article 12. The Licensee shall clear such portions of transmission line rights- 
of-way across lands of the United States as are designated by the officer of the 
United States in charge of the lands; shall keep the areas so designated clear of 
new growth, all refuse, and inflammable material to the satisfaction of such 
officer ; shall trim all branches of trees in contact with or liable to contact the 
transmission line; shall cut and remove all dead or leaning trees which might 
fall in contact with the transmission line; and shall take such other precautions 
against fire as may be required by such officer. No fires for the burning of waste 
material shall be set except with the prior written consent of the officer of the 
United States in charge of the lands as to time and place. 

Article 13. Timber on lands of the United States cut, used or destroyed in 
the construction and maintenance of the project works or in the clearing of said 
lands shall be paid for in accordance with the requirements of and at the cur- 
rent stumpage rates applicable to the sale of similar timber by the agency of 
the United States having jurisdiction over said lands; and all slash and debris 
resulting from the cutting or destruction of such timber shall be disposed of as 
the officer of such agency may direct. 

Article 14. The Licensee shall do everything reasonably within its power and 
shall require its employees, contractors, and employees of contractors to do 
everything reasonably within their power, both independently and upon request 
of officers of the agency of the United States concerned, to prevent, make ad- 
vanced preparations for suppression, and suppress fires on or near lands occu- 
pied under the license. 

Article 15. Whenever the United States shall desire to construct, complete, 
or improve navigation facilities in connection with the project, the Licensee shall 
convey to the United States, free of cost, such of its lands and its rights-of- 
way and such right of passage through its dams or other structures, and 
permit such control of pools as may be required to complete and maintain such 
navigation facilities. 
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Article 16. The Licensee shall furnish free of cost to the United States power 
for the operation and maintenance of navigation facilities at the voltage and 
frequency required by such facilities and at a point adjacent thereto, whether 
said facilities are constructed by the Licensee or by the United States. 

Article 17. The operation of any navigation facilities, which may be con- 
structed as a part of or in connection with any dam or diversion structure 
constituting a part of the project works, shall at all times be controlled by such 
reasonable rules and regulations in the interest of navigation, including the 
control of the level of the pool caused by such dam or diversion structure, as may 
be made from time to time by the Secretary of the Army. Such rules and regu- 
lations may include the construction, maintenance, and operation by the Licensee, 
at its own expense, of such lights and signals as may be directed by the Secre- 
tary of the Army. 

Article 18. The United States specifically retains and safeguards the right to 
use water in such amount, to be determined by the Secretary of the Army, as 
may be necessary for the purposes of navigation on the navigable waterway 
affected ; and the operations of the Licensee, so far as they affect the use, storage 
and discharge from storage of waters affected by the license, shall at all times 
be controlled by such reasonable rules and regulations as the Secretary of the 
Army may prescribe in the interest of navigation, and as the Commission may 
prescribe for the protection of life, health, and property, and in the interest of the 
fullest practicable conservation and utilization of such waters for power purposes 
and for other beneficial public uses, including recreational purposes; and the 
Licensee shall release water from the project reservoir at such rate in cubic feet 
per second, or such volume in acre-feet per specified period of time, as the Secre- 
tary of the Army may prescribe in the interest of navigation, or as the Com- 
mission may prescribe for the other purposes hereinbefore mentioned. 

Article 19. The Licensee shall interpose no objection to, and shall in no way 
prevent, the use by the agency of the United States having jurisdiction over the 
lands of the United States affected, or by persons or corporations occupying 
lands of the United States under permit, of water for fire suppression from any 
stream, conduit or body of water, natural or artificial, used by the Licensee in 
the operation of the project works covered by the license, or to the use by said 
parties of water for sanitary and domestic purposes from any stream or body 
of water, natural or artificial, used by the Licensee in the operation of the project 
works covered by the license. 

Article 20. The Licensee shall be liable for injury to, or destruction of, any 
buildings, bridges, roads, trails, lands, or other property of the United States, 
occasioned by the construction, maintenance, or operation of the project works 
or of the works appurtenant or accessory thereto under the license. Arrange- 
ments to meet such liability, either by compensation for such injury or destruc- 
tion, or by reconstruction or repair of damaged property, or otherwise, shall be 
made with the appropriate department or agency of the United States. 

Article 21. The Licensee shall allow any agency of the United States, without 
charge, to construct or permit to be constructed on, through, and across the 
project lands, conduits, chutes, ditches, railroads, roads, trails, telephone lines, 
and other means of transportation and communication not inconsistent with the 
enjoyment of said lands by the Licensee for the purposes stated in the license. 
This article shall not be construed as conferring upon the Licensee any right of 
use, occupancy, or enjoyment of the lands of the United States other than for 
the construction, operation, and meintenance of the project as stated in the 
license. 

Article 22. There is reserved to the appropriate department or agency of the 
United States, or of the State or county involved, the right to take over, maintain, 
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and supervise the use of any project road after construction of the project works 
is completed. 

irticle 23. The actual legitimate original cost of the original project, and of 
any addition thereto or betterment thereof, shall be determined by the Commis- 
sion in accordance with the Act and the Commission's rules and regulations 
thereunder. 

Article 24. After the first twenty (20) years of operation of the project under 
the license, six (6) percent per annum shall be the specified rate of return on 
the net investment in the project for determining surplus earnings of the project 
for the establishment and maintenance of amortization reserves, pursuant to 
Section 10 (da) of the Act; one-half of the project surplus earnings, if any, 
accumulated after the first twenty years of operation under the license, in excess 
of six (6) percent per annum on the net investment, shall be set aside in a 
project amortization reserve account as of the end of each fiscal year, provided 
that, if and to the extent that there is a deficiency of project earnings below 
six (6) percent per annum for sny fiscal year or years after the first twenty 
years of operation under the license, the amount of such deficiency shall be de- 
ducted from the amount of any surplus earnings accumulated thereafter until 
absorbed, and one-half of the remaining surplus earnings, if any, thus cumula- 
tively computed, shall be set aside in the project amortization reserve account; 
and the amounts thus established in the project amortization reserve account 
shall be maintained therein until further order of the Commission. 

Article 25. No lease of the project or part thereof whereby the lessee is granted 
the exclusive occupancy, possession, or use of project works for purposes of 
generating, transmitting, or distributing power shall be made without the prior 
written approval of the Commission; and the Commission may, if in its judg- 
ment the situation warrants, require that all the conditions of the license, of 
the Act, and of the rules and regulations of the Commission shall be applicable 
to such lease and to such property so leased to the same extent as if the lessee 
were the Licensee: Provided, that the provisions of this article shall not apply 
to parts of the project or project works which may be used by another jointly 
with the Licensee under a contract or agreement whereby the Licensee retains 
the occupancy, possession, and control of the property so used and receives 
adequate consideration for such joint use, or to leases of land while not required 
for purposes of generating, transmitting, or distributing power, or to buildings 
or other property not built or used for said purposes, or to minor parts of the 
project or project works, the leasing of which will not interfere with the useful- 
hess or efficient operation of the project by the Licensee for such purposes. 

irticle 26. The Licensee, its successors and assigns will, during the period 
of the license, retain the possession of all project property covered by the license 
as issued or as later amended, including the project area, the project works, and 
all franchises, easements, water rights, and rights of occupancy and use: and that 
none of such properties necessary or useful to the project and to the development, 
transmission, and distribution of power therefrom will be voluntarily sold, trans- 
ferred, abandoned, or otherwise disposed of without the approval of the 
Commission: Provided, that a mortgage or trust deed or judicial sales made 
thereunder. or tax sales, shall not be deemed voluntary transfers within the 
meaning of this article. In the event the project is taken over by the United 
States upon the termination of the license, as provided in Section 14 of the Act, 
or is transferred to a new licensee under the provisions of Section 15 of the Act, 
the Licensee, its successors and assigns will be responsible for and will make 
good any defect of title to or of right of user in any of such project property 
which is necessary or appropriate or valuable and serviceable in the maintenance 


and operation of the project, and will pay and discharge, or will assume respon- 
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sibility for payment and discharge, of all liens or incumbrances upon the project 
or project property created by the Licensee or created or incurred after the is- 
suance of the license: Provided, that the provisions of this article are not in- 
tended to prevent the abandonment or the retirement from service of structures, 
equipment, or other project works in connection with replacements thereof 
when they become obsolete, inadequate, or inefficient for further service due to 
wear and tear, or to require the Licensee, for the purpose of transferring the 
project to the United States or to a new licensee, to acquire any different title 
to or right of user in any of such project property than was necessary to acquire 
for its own purpuses as Licensee. 

Article 27. The terms and conditions expressly set forth in the license shall 
not be construed as impairing any terms and conditions of the Federal Power 
Act which are not expressly set forth herein. 


Supplemental order authorizing issuance of securities 
Mountain States Power Co. 
Docket No. E-6514 


October 7, 1953 


By order issued September 24, 1953, Mountain States Power Co. (applicant) 
was authorized to issue and sell through competitive bidding $8,000,000, prin- 
cipal amount, of first mortgage bonds, subject to the provisions, among other 
things, set forth in paragraph (B) of that order reading as follows: 

(B) The proposed issuance and sale at competitive bidding shall not be 
consummated until : 

(i) Applicant shall have amended its application pursuant to the require- 
ments of section 34.2 (k) (3) of the Commission’s rules relating to com- 
pliance with competitive bidding requirements and section 34.2 (k) (4) 
of the rules, relating to affiliation, and shall have either filed such amend- 
ments or shall have mailed them and advised the Commission by telephone 
and telegraph as contemplated by section 34.9 of the rules. 

(ii) The Commission shall have approved the price to be received by the 
applicant for first mortgage bonds and the interest rate thereof, by a 
further order. 

Applicant on October 6, 1953, filed an amendment pursuant to the requirements 
of the order of September 24, 1953, setting forth that it proposes to accept, as 
representing the lowest cost of money to it, the bid of Halsey, Stuart & Co., Inc., 
to purchase the $8,000,000 principal amount of first mortgage bonds for 100.5899 
and bearing interest at the rate of 4 percent per annum. 

The Commission finds: 

(1) Applicant has satisfactorily complied with the requirements of paragraph 
(B) of the order of September 24, 1953, and under the bid it proposes to accept 
for the first mortgage bonds the price to applicant and the interest rate thereon 
are reasonable. 

(2) The proposed issuance of first mortgage bonds as hereinafter authorized 
will be for a lawful object, within the corporate powers of applicant, and com- 
patible with the public interest, which is appropriate for and consistent with the 
proper performance by the applicant of service as a public utility and which will 
not impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 
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The Commission orders: 
(A) The price for such first mortgage bonds and the interest rate thereon 
under the bid referred to above are approved as reasonable. 

(B) The proposed issuance and sale of first mortgage bonds referred to above, 
upon the terms and conditions and for the purpose specified in the application, as 
supplemented by the amendment referred to above, be and the same hereby are 
authorized, subject only to the provisions of paragraphs (D), (E) and (F) of 
the Commission's order issued September 24, 1953, in this matter. 
Chairman Kuykendall and Commissioner Smith not participating. 





Order authorizing issuance of securities 
Kansas Gas & Electric Co. 
Docket No. E-6518 


October 7, 1953 





Kansas Gas & Electric Co. (applicant), a corporation organized and existing 
under the laws of the State of West Virginia, qualified to do business in the 
State of Kansas, and having its principal business office at Wichita, Kans., filed 
an application on August 21, 1953, and amendments thereto on September 11, 1953, 
for an order, pursuant to section 204 of the Federal Power Act (act), authorizing 
the issuance of $10,000,000 principal amount of first mortgage bonds and 50,000 
shares of serial preferred stock. 

Applicant proposes to issue the $10,000,000 principal amount of its first mortgage 
bonds due 1983 and 50,000 shares of its $100 par value serial preferred stock. 

Applicant proposes to dispose of the bonds through competitive bidding by 
publicly inviting sealed written proposals for the purchase of such securities. 
Bidders will be required to specify the interest rate to be borne by the bonds 
and the price to be paid applicant exclusive of accrued interest. The interest 
coupon rate is to be stated in multiples of % of 1 percent and the price of the 
bonds to be paid applicant is to be stated as a percentage of the principal amount 
which shall be not less than 100 percent and not more than 102% percent thereof. 
Applicant will accept the bid which will result in the lowest annual cost of money 
to it for the entire amount of bonds proposed to be issued with the reservation 
of the right, however, to reject all bids in their entirety. The bonds are to be 
dated October 1, 1953, to mature October 1, 1983, and are to be issued under 
indenture dated April 1, 1940, to Guaranty Trust Co. of New York and Oliver R. 
Brooks, successor individual trustee, as trustees, as heretofore amended and 
Supplemented and as proposed to be further supplemented by supplemental 
indenture between the same parties to be dated as of October 1, 1953. 

The 50,000 shares of $100 par value serial preferred stock are presently proposed 
to be disposed of by private placement through negotiation and applicant has 
requested exemption from the Commission’s competitive bidding requirements 
with respect to the issuance of such stock. In an amendment filed September 11, 
1953, applicant requests that authorization for the issuance of the bonds be 
without regard to action upon its application with respect to the preferred stock. 

The proceeds to applicant from the issuance of the proposed bonds will in part 
provide funds for the continuance of its construction program to increase and 
enlarge the generation and transmission capacity of its system which it is esti- 
mated during the years 1953 and 1954 will involve the expenditure of over 
$30,000,000. 
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Written notice of the application has been given to the State Corporation 
Commission of Kansas, and to the Governor of that State. Notice of the appli- 
cation was also published in the Federal Register on August 28, 1953 (18 F. R, 
5158), stating that any person desiring to be heard or to make any protest with 
reference to the application should file a petition or protest on or before Sep- 
tember 14, 1953. No protest or petition or request to be heard in opposition to the 
granting of the application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act subject to the jurisdiction of the Commission 
as heretofore described and set out in the Commission’s order entered November 
29, 1949, In the Matter of Kansas Gas & Electric Co., docket No. E-6248, 8 
F. P. C. 1318. 

(2) The proposed issuance of first mortgage bonds is an issuance of securities 
within the purview of section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the meaning 
of section 204(f) of the Federal Power Act, and the proposed issuance of 
securities is, therefore, not exempt by virtue of that section from the require- 
ments of section 204 of the act. 

(4) The proposed issuance of first mortgage bonds as hereinafter authorized 
will be for a lawful object, within the corporate purposes of the applicant and 
compatible with the public interest, which is appropriate for and consistent 
with the proper performance by applicant of service as a public utility, and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 

(5) Consideration of applicant’s proposed issuance of 50,000 shares of its 
serial preferred stock may be reserved for future consideration. 

The Commission orders: 

(A) The proposed issuance of first mortgage bonds, upon the terms and condi- 
tions and for the purposes specified in the application, be and the same hereby 
are authorized and approved, subject to the provisions of this order. 

(B) The proposed issuance and saie of first mortgage bonds at competitive 
bidding shall not be consummated until : 

(i) Applicant shall have amended its application pursuant to the requirements 
of section $4.2(k) (3) of the Commission’s rules relating to compliance with 
competitive bidding requirements and section 34.2 (k) (4) of the rules relating to 
affiliation, and shall have either filed such amendments or shall have mailed 
them and advised the Commission by telephone and telegraph as contemplated 
by section 34.9 of the rules. 

(ii) The Commission shall have approved the coupon rate, and the price to be 
received by applicant for such bonds by further order. 

(C) This authorization to issue first mortgage bonds for the purposes speci- 
fied in the application shall expire unless the transaction hereby authorized 
is consummated within 90 days after the date of this order. 

(D) The proposed issuance of 50,000 shares of applicant’s serial preferred 
stock shall not be consummated until applicant has amended its application 
pursuant to the requirements of the Commission’s rules and regulations and 
the Commission has issued a further order in respect thereof. 

(E) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
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valuation, estimates or determinations of costs, or any matter whatsoever which 
may come before this Commission, or any other regulatory body, and nothing 
in this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property, claimed or 
asserted. 

(F) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect to any securities to which this 
order relates. 

Chairman Kuykendall not participating. 


Order authorizing and approving disposition and acquisition and merger or 


consolidation of facilities 


Southern Pennsylvania Power Co., Chester County Light & Power Co. and 
Philadelphia Electric Co. 


Docket No. E—6520 
October 9, 1953 


Southern Pennsylvania Power Co. (Southern), a corporation, Chester County 
Light & Power Co. (Chester), a corporation, and Philadelphia Electric Co. 
(Philadelphia), a corporation, each organized and existing undor the laws of 
the Commonwealth of Pennsylvania, each having its principal business office at 
Philadelphia, Pa., filed a joint application on August 26, 1953, for an order, 
pursuant to section 203 of the Federal Power Act (act), authorizing the disposi- 
tion by sale, assignment, disposal of and conveyance by Southern and by Chester, 
respectively, of their franchises and of all their properties, real, personal and 
mixed to Philadelphia, which presently owns all the issued and outstanding 
shares of capita! stock of Southern and of Chester. Upon the assumption by 
Philadelphia of all outstanding debts, obligations, liabilities and the cancella- 
tion of all indebtedness of Southern and of Chester to Philadelphia and the 
consummation of the respective sales, dispositions, assignments and conveyances, 
Philadelphia will cause to be cancelled all of Southern’s and all of Chester’s 
outstanding shares of capital stock and cause the termination of the corporate 
existence of Southern and of Chester. Philadelphia proposes upon consumma- 
tion of the transactions referred to above to merge its facilities with those to be 
acquired from Southern and from Chester and to integrate and operate such 
acquired facilities as an integral part of its system. 

The corporate territories of Southern and Chester are contiguous, except for 
one isolated portion of Southern’s service area, and to a substantial extent adjoin 
the service area of Philadelphia. Southern and Chester own no generation 
plant but their transmission lines are interconnected with each other and with 
those of Philadelphia and they obtain all of their electric energy requirements 
from Philadelphia or from Philadelphia and one of its subsidiaries, Conowingo 
Power Co., and they are integrated and unified with Philadelphia in operation, 
the latter rendering managerial, financial, accounting, engineering and other 
services to them. 

The application indicates that consummation of the proposed transactions 
aud resultant merger or consolidation of facilities will simplify corporate struc- 
tures and affairs, effect economies in accounting, financing, taxing, preparation 
and submission to regulatory and other governmental authorities of reports, and 
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that economies and improvements in service in Southern’s and Chester’s areas 
will be promoted. 

Philadelphia is an exempt holding company by reason of section 3 (a) (2) 
of the Public Utility Holding Company Act of 1935 and rule U-2 promulgated 
thereunder. The Securities and Exchange Commission, by letter to Philadelphia 
dated August 9, 1953, indicated that it takes no jurisdiction over the transac- 
tions hereinabove set forth. 

Written notice of the application has been given to the Public Utility Com- 
mission of Pennsylvania and to the Governor of that State. Notice was also 
published in the Federal Register September 3, 1953 (18 F. R. 5353), stating that 
any person desiring to be heard or to make any protest with reference to the 
application should file a petition or protest on or before September 17, 1953. 
No protest or petition or request to be heard in opposition to the granting of the 
application has been received. 

The Commission finds: 

(1) Southern, a corporation, is a public utility within the meaning of section 
203 of the act subject to the jurisdiction of the Commission as heretofore de- 
scribed and set forth in the Commission’s order entered January 20, 1948, In the 
Matter of Philadelphia Electric Co., docket No. E-6105, 7 F. P. C. 327, 328. 

(2) Chester, a corporation, owns and operates facilities, among others, for 
the transmission and sale at wholesale of electric energy which is transmitted 
between the States of Maryland and Pennsylvania and consumed at points 
outside the State in which it is generated, which facilities are in addition to, 
and do not include, facilities used for the generation of electric energy, facilities 
used in local distribution or only for the transmission of electric energy in intra- 
state commerce, or facilities used for the transmission of electric energy con- 
sumed wholly by the transmitter, and by reason of its ownership and operation 
of such facilities. is a public utility within the meaning of that term as used in 
the Federal Power Act. 

(3) Philadelphia, a corporation, is a public utility within the meaning of sec- 
tion 203 of the Federal Power Act, subject to the jurisdiction of the Commission 
as heretofore described and set out in the Commission’s order dated October 7, 
1944, In the Matter of Philadelphia Electric Co., docket No. IT-5917, 4 PB. F. C. 
741, 742. 

(4) By the proposed disposition of facilities by Southern and Chester and the 
acquisition thereof by Philadelphia the latter will merge or consolidate its facili- 
ties subject to the jurisdiction of the Commission with those of Southern and 
Chester, each another person within the meaning of section 203 of the act, and 
such merger or consolidation is subject to the requirements of said section 203. 

(5) By the proposed merger or consolidation of facilities Philadelphia will 
operate the acquired property as an integral part of its electric utility plant so 
as to furnish adequate, dependable and economical electric service to the public 
in the area concerned and will be consistent with the public interest. 

The Commission orders: 

(A) The proposed disposition of facilities by Southern and Chester and the 
acquisition and merger or consolidation thereof by Philadelphia be and the same 
hereby are authorized and approved upon the terms and conditions set forth 
in the application subject to the provisions of this order. 

(B) This authorization shall expire unless acted upon within 90 days after 
the date of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, services, ac- 
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counts, valuation, estimates or determination of cost, or any other matter what- 
soever which may come before this Commission or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Commis- 
sion in any estimate or determination of cost or any valuation of property 
claimed or asserted. 


Order amending orders issuing certificates of public convenience and necessity 
Texas Eastern Transmission Corp. 
Docket Nos. G-880, G-10038, G—1012 


October 9, 1953 







































On December 23, 1952, Texas Eastern Transmission Corp. (applicant) filed 
a petition to amend the Commission’s orders issuing certificates of public con- 
venience and necessity in docket Nos. G-880, G—1003 and G—1012 so as to permit 
applicant to serve certain customers, hereinafter named, under its GS type of 
rate schedule in lieu of its DCQ rate schedule and to deliver the increased maxi- 
ium day gas volumes incidental to the rate schedule conversion, as provided 
in the general terms and conditions of applicant’s effective gas tariff on file with 
the Commission, as hereinafter set forth. 

Applicant requests that the orders, which are the subject matter of the peti- 
tion herein, be amended so as to permit deliveries under its GS type of rate 
schedule as noted above, in the following manner: 

(a) Amending order issued October 11, 1947, accompanying opinion No. 157, 
docket No. G—880, 6 F. P. C. 148, so as to permit applicant to sell and deliver to the 
following pamed customers under its GS type rate schedule the maximum daily 
contract volumes shown for each in lieu of the present maximum daily contract 
quantities now being delivered, under its DCQ type rate schedule. 

Mazimum conversion daily contract 
volumes proposed to be delivered 
under GS type rate schedule 


(M. c. f. at 14.73 pounds per square 
inch absolute) 


oe) Dae Meeetaee & Gee CO eee eee 2, 482 
Car Deen TO Ci ee ee ee ea 27, 578 
ar Weeereeee Sreet Gib Cn chee eee 1, 104 


(b) Amending order issued February 18, 1949, accompanying opinion No. 175, 
docket No. G—1003, 8 F. P. C. 139, so as to permit applicant to sell and deliver 
to the following named customers under its GS type rate schedule the maximum 
daily contract volumes shown for each, in lieu of the present maximum daily 
contract quantities now being delivered under its DCQ type rate schedule. 

Mazimum conversion daily contract 
volumes proposed to be delivered 
under GS type rate schedule 


(M. c. f. at 14.73 pounds per square 
inch absolute) 


TE) A FERIA Gi Ci inti cei ci tinct tnescscccinnics cath cen cninisertnatiia 2, 069 
ey a a Oe I iain tie incite ieniincc dh mits 690 
ay Weer kt Ge See GF Oe. nner ciciicciiiindnntacanmannenien 5, 515 


an Ieee Cee UaCe Beene Oy GIO Cosine 6, 205 
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(c) Amending order issued February 27, 1951, accompanying opinion No. 206, 
docket No. G—1012, so as to permit applicant to sell and deliver to the following 
named customers under its GS type rate schedule the maximum daily contract 
volumes shown for each, in lieu of the present maximum daily contract quantities 
now being delivered under its DCQ type rate schedules. 

Mazimum conversion daily contract 
volumes proposed to be delivered 
under GS type rate schedule 


(M. co. f. at 14.73 pounds per square 
inch absolute) 


(1) Associated Natural Gas Co 
(2) Waynesburg Home Gas Co 


Applicant further requests that said orders be amended so as to provide that 
all such gas which shall be purchased and sold under the GS type of rate schedule 
shall be pursuant to such rate schedule which is applicable in the rate zone in 
which deliveries are made. 

The petition recites that: 

Section 1A entitled “Election of rate schedules” of the general terms and 
conditions of applicant’s effective F. P. C. gas tariff, original volume No. 1, 
original sheet No. 12A, issued on April 21, 1952, and allowed to become 
effective by the Commission on April 25, 1952, provides that under specified 
conditions applicant’s customers receiving service under applicant’s DCQ 
type of rate schedule may convert to applicant’s GS type of rate schedule. 
[The above] * * * customers [of applicant] * * * have elected, pursuant 
to said section of general terms and conditions of applicant’s effective F. P. C. 
gas tariff, to convert to applicant’s GS type of rate schedule. As a result 
of this election these customers, while having available the same annual 
volumes as have been heretofore authorized by the Commission, will now 
have the right to receive this volume in maximum daily quantities up to 
1479 of such annual contract volume rather than up to M%¢5. By this ap- 
plication applicant seeks authority to sell and deliver to these customers the 
increased daily volumes available to them as a result of their election to 
purchase gas under applicant’s GS type of rate schedule, above the maximum 
daily volumes previously * * * [delivered]. 

The Commission by telegram dated January 8, 1953, authorized the sale and de- 
livery by applicant of the increased daily contract volumes resulting from the 
election by the above-named customers to convert to applicant’s GS type of rate 
schedule. Further, by its order issued February 26, 1953, the Commission ac- 
cepted for filing seven service agreements for natural-gas service between the 
applicant on one hand and Associated Natural Gas Co., City Gas Co. of New 
Jersey, Illinois Electric & Gas Co., New York & Richmond Gas Co., Philadelphia 
Electric Co., Public Service Electric & Gas Co., and Waynesburg Home Gas Co. 
for service under applicant’s GS rate schedule, which agreements superseded 
existing service agreements for service to such companies under applicant’s 
DCQ rate schedule, and said agreements included the increased daily volumes 
of gas proposed to be purchased by each customer in the volume above outlined. 
The aforesaid service agreements filed by applicant were allowed to take effect 
as of January 8, 1953, by Commission order issued February 26, 1953. 

In docket Nos. G-880, G—1003, and G-—1012, the increased maximum daily 
volumes available to each of the above-named companies by reason of their con 
version from the present DCQ type rate schedule to the GS type rate schedule, 
as proposed by applicant, are as follows: 
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Mazimum conversion daily contract 
demand volumes’ (M. c. f. at 14.73 
pounds per square inch absolute) 

































(1) Associated Natural Gas Co....u.. 1222... cn ene occnsuene 6, 205 
(2) Clty Gae Ce. Cf NSW JOUR OG nncictinc ccc etc ccccscceseseeasnssee 690 
(6) Titielas Techie B Gee: Olina ce ccccsicccdcccscccncecnacnanensan 2, 482 
(4) New York & Richmond Gas Co... 2222 csnnes= 5, 515 
COS WM TRI Cvs hs iii eee een 
(6) Public Service Electric & Gas Co__.........--.-..-------..------ 6, 205 
(7) Waynesburg Home Gas Co.....................--- een nne 1, 787 


Due notice of the filing of the petition to amend has been given, including publi- 
cation in the Federal Register on January 15, 1953 (18 F. R. 338-339). No 
objection to granting the petition has been received. 

The Commission finds: 

It is appropriate to carry out the provisions of the Natural Gas Act that the 
orders issued on October 11, 1947, February 18, 1949, and February 27, 1951, 
above referred to, granting certificates of public convenience and necessity be 
amended as hereinafter ordered. 

The Commission orders: 

The orders issued on October 11, 1947, February 18, 1949, and February 27, 
1951, in docket Nos. G—-880, G—1003, and G—1012, above referred to, issuing cer- 
tificates of public convenience and necessity to applicant, be and the same are 
hereby amended so as to authorize applicant to make the increased maximum day 
deliveries as outlined above to its several customer companies hereinbefore 
enumerated under its GS type of rate schedule as applicable in each instance 
for the particular zone in which deliveries are made. 


Order amending order issuing certificates of public convenience and necessity 


Algonquin Gas Transmission Co., Northeastern Gas Transmission Co., Texas 
Eastern Transmission Corp., Portland Gas Light Co., Biddeford & Saco Gas 
Co., Gas Service, Inc., Allied New Hampshire Gas Co., Greenfield Gas Light 
Co., Gardner Gas Fuel & Light Co., Athol Gas Co., Blackstone Valley Gas & 

Electric Co., and Tennessee Gas Transmission Co. 





Docket Nos. G-1319, G-1568, G-1012, G-1554, G-1558, G-1559, G-1560, G—1576, 
G-1584, G-1655, G-2077, G-2108 


October 9, 1953 








By order issued August 6, 1953, accompanying opinion No. 259, the Commission, 
among other things, issued a certificate of public convenience and necessity to 
Algonquin Gas Transmission Co. (Algonquin) authorizing the construction and 










1The service agreements which became effective as of January 8, 1953, reflect additional 
allocations of gas to some of the subject companies as a result of the proceeding In the 
Matter of Texas Eastern Tranamission Corp., docket No. G-1698. Thus as a result of the 
additional allocation of natural-gas in docket No. G—-1693, the total maximum daily de- 


livery volumes available to certain customer companies have increased as indicated by the 
following tabulation : 


Total mazimum day contract demand volumes—(M. c. f. at 14.73 pounds per square 
inch absolute) (Docket Nos. G—880, G—1003, G—1012 and G—1693) 
(3) Illinois Electric & Gas Co 
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operation of certain natural-gas transmission facilities. Said certificate was 
issued subject to the condition, among others, that Algonquin shall make avail- 
able on a firm basis to the following-named companies the stated maximum daily 
volumes of natural gas: 


M. c. f. (14.73 pounds 
per square inch absolute) 
Boston Consolidated Gas Co 


New Bedford Gas & Edison Light Co 
Old Colony Gas Co 
Plymouth Gas Light Co 


On September 10, 1953, Algonquin filed a motion requesting modification of 
the order accompanying opinion No. 259. It is therein stated that, subsequent 
to the closing of the record in these proceedings, the Department of Public 
Utilities of Masschusetts, upon appropriate applications, approved the merger of 
Old Colony Gas Co. into Boston Consolidated Gas Co. and the merger of Plymouth 
Gas Light Co. into New Bedford Gas & Edison Light Co. Accordingly, Algonquin 
requests that said order be modified to give effect to these mergers. 

The Commission orders: 

(A) Paragraph (A) (i) of said order issued August 6, 1953, be and it is hereby 
amended to provide that, as a condition to the exercise of the rights granted 
under the certificate issued therein, Algonquin shall make available on a firm 
basis a maximum of 52,688 M. c. f. per day to Boston Consolidated Gas Co. and 
a maximum of 15,870 M. c. f. per day to New Bedford Gas & Edison Light Co. 

(B) Except as herein and heretofore amended, the aforesaid opinion and 
order issued on August 6, 1953, shall remain in full force and effect. 


Order further amending order issuing certificate of public convenience and 
necessity, to modify provisions relating to natural gas service to Midsouth Gas 
Company 

Texas Gas Transmission Corp. 


Docket No. G—1847 


October 9, 1953 


The Commission, by its opinion No. 232 and order issued July 25, 1952, In the 
Matters of Texas Gas Transmission Corp., et al., docket Nos. G—1847, et al., 
granted to Texas Gas Transmission Corp. (Texas Gas or company) in docket 
No. G—1847 a certificate of public convenience and necessity, pursuant to section 7 
of the Natural Gas Act, to construct and operate certain additional natural gas 
transmission pipeline facilities designed to increase the daily sales capacity of 
the Texas Gas system to approximately 957,412 M. c. f. per day (15.025 pounds 
per square inch absolute). This certificate was granted upon, inter alia, the 
conditions specified in subparagraphs (B) (1) and (2), which provide, in per- 
tinent part, as follows: 

(B) As a condition attached to the exercise of the rights granted under 
the certificate issued herein, Texas Gas shall: 
(1) Make availabie on a firm basis to the companies and municipalities 
named below the following maximum daily volumes of natural gas: 
* * 
M. c.f. 
MidSouth Gas Co 


* 
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(2) Make available on a firm basis to MidSouth Gas Co., a maximum daily 
volume of 13,707 M. c. f. of natural gas in addition to the volume specified 
in subparagraph (B) (1) above, in the event the Commission should here- 
after so order following decision upon the application of MidSouth at docket 
Nos. G—1445 and G—1680 for certificates of public convenience and necessity : 
Provided, That, in such event, of this additional volume of 13,707 M. ec. f., 
not more than 7,214 M. c. f. per day shall be delivered by Texas Gas at the 
delivery point located near Helena, Ark, for resale in the Arkansas communi- 
ties of West Helena, Marianna, Forrest City, Brinkley, Wynne, Palestine, 
Wheatley, and Cotton Plant, and not more than 6,493 M. c. f. per day shall 
be delivered by Texas Gas at the proposed delivery point to be located south- 
east of West Memphis for resale in the Arkansas communities of Hughes, 
West Memphis, Marion, Crawfordsville, Earl, Parkin, Turrell, Gilmore, 
Lepanto, Tyronza, Marked Tree, and Trumann. 


The Commission by an order issued September 18, 1952, In the Matters of 
MidSouth Gas Co., docket Nos. G—1445 and G—1680, granted to MidSouth cer- 
tificates of public convenience and necessity to construct, acquire and operate 
certain facilities and to render the services described in the applications in such 
proceedings, upon the terms and conditions specified in such order. This order 
was subsequently amended by the Commission’s order issued March 23, 1953. 

On July 29, 1953, MidSouth Gas Co. (MidSouth) filed in docket No. G—1847 
8 petition requesting amendment of the aforementioned subparagraphs (B) (1) 
and (2) of the Commission’s opinion No. 232 and order issued July 25, 1952, to 
provide that, in lieu of the three separate allocations of natural gas to MidSouth 
at the different delivery points specified in the Commission’s order, a single 
allocation of 22,313 M. ec. f. of natural gas to MidSouth on a firm basis without 
regard to the points of delivery. MidSouth alleges that a single allocation 
with no restriction as to delivery points will permit more flexible operation with- 
out affecting the number and location of its consumers and without diminishing 
the volume of gas now being made available to such consumers. MidSouth 
represents that in all respects the same gas commitments and general services 
proposed and set forth by it during the hearing will be maintained by it if the 
proposed amendment for a single allocation be granted. 

From the petition it would appear that the principal reason for requesting 
the proposed amendment is to permit MidSouth to sell “valley” gas, or off- 
peak interruptible gas, in those parts of its system where it is prevented from 
so doing by the delivery-point conditions contained in the aforementioned sub- 
paragraphs of the Commission’s aforesaid opinion and order of July 25, 1952. 
Unless the subject amendment is granted, MidSouth claims that some potential 
industrial consumers will be deprived of gas service while customers in other 
parts of its system will be unable to use all of the “valley” gas available. 

In the circumstances, it would appear appropriate that the subparagraphs of 
the Commission’s order in question be amended to permit Texas Gas to deliver 
a maximum of 22,313 M. c. f. per day to MidSouth at all delivery points, and to 
provide that the condition now in the order as to delivery points shall apply 
only to natural gas resold by MidSouth on a firm basis but not to any resold 
by it on an interruptible basis. Such amendment would permit more flexible 
operation by MidSouth and at the same time would assure that each of the var- 
ious communities and towns served by MidSouth will be able to obtain its share 


of the gas needed for its firm requirements in accordance with the estimates 
and evidence presented to the Commission in this proceeding and the proceed- 
ings upon MidSouth’s certificate applications in docket Nos G-1445 and G—1680. 
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MidSouth’s petition has been served upon the parties in docket No. G-1847, in- 
cluding, among others, Texas Gas. No protests or objections have been filed. 
Moreover, Texas Gas has no objection to the granting of the petition. A copy 
of its consent to such consolidation of MidSouth’s several allocations is evidenced 
by a signed statement attached to the petition in question. 

Upon consideration of the above, the aforesaid petition filed on July 29, 1953 
herein, the Commission’s opinion and orders heretofore issued herein and in the 
proceedings in docket Nos. G-1445 and G-—1680, of which official notice is hereby 
taken, the Commission further finds: 

Good cause exists for amending, as hereinafter provided and ordered, subpara- 
graphs (B) (1) and (2) of the Commission’s opinion No. 232 and order issued July 
25, 1952, in docket Nos. G—1847, et al. Such action is reasonable and in the public 
interest in carrying out the provisions of the Natural Gas Act, and is required by 
public convenience and necessity. 

The Commission orders: 

(A) The Commission’s aforesaid opinion No. 232 and order issued July 25, 1952, 
In the Matters of Texas Gas Transmission Corp., et al., docket Nos. G—1847, et al. 
as heretofore amended, be and the same are hereby further amended to add to sub- 
paragraph (B) (2) of such order a further proviso, to read as follows: 

Provided, further, That the limitations as to quantities of natural gas to be 
made available and delivered by Texas Gas to MidSouth at particular delivery 
points, as hereinbefore provided in this and the next preceding subparagraph 
of this order, shall be applicable only to natural gas resold by MidSouth upon a 
firm basis and shall not be applicable to any natural gas resold by it upon an 
interruptible basis. This proviso shall not be construed to authorize Texas Gas 
to make available and deliver to MidSouth, in the aggregate, more than 22,313 
M. c. f. of natural gas per day at all delivery points. 

(B) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by the Commission in any proceeding now pending 
or hereafter instituted. 


Order modifying order issuing certificate of public convenience and necessity 
South Carolina Natural Gas Co. 
Docket No. G-1961 


October 9, 1953 


On August 14, 1953, South Carolina Natural Gas Co. (applicant) filed a peti- 
tion to modify the order issued May 4, 1953, affirming, as therein provided and 
conditioned, the order of the presiding examiner issuing a certificate of public 
convenience and necessity in this proceeding. 

Applicant seeks to modify clauses (a), (b) and (c) of subparagraph (6) of 
paragraph (B) of the order issued May 4, 1953, which required applicant to file 
the rate schedules as therein set forth. The material portions of subparagraph 
(6) of paragraph (B) reads as follows: 

(a) A contract demand type rate providing for firm service, consisting 
of a demand charge of $3.35 per M. c. f. per month and a commodity charge 
of 18 cents per M. c. f. 

(b) An interruptible rate schedule providing for a straight commodity rate 
of 21 cents per M. c. f. 
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(c) A straight commodity rate of 32 cents per M. c. f. available to general 
service main-line customers with demands not in excess of 5,000 M. c. f. 
per day. 

Applicant states that on August 3, 1953, Southern Natural Gas Co. (Southern 
Natural) filed with the Commission a petition to modify the order issuing a 
certificate of public convenience and necessity to Southern Natural at docket No. 
G-—1907, wherein Southern Natural requested permission to reflect in its new 
P-4 and I-4 rates applicable to this applicant, the 4 cents per M. c. f. increase ap- 
plied for in Southern Natural’s rate filing at docket No. G-2141. 

Applicant requests that if the Commission grants the request of Southern 
Natural, then the Commission should modify the condition in the order herein to 
reflect the 4 cents per M. ec. f. in applicant’s proposed rate schedules CD-1, 
G-—1 and I-1. 

Applicant proposes to file a bond, in such terms and in such amounts as the 
Commission shall approve, undertaking: 

(1) To refund to those entitled thereto revenues collected under such portion 
of the 4-cents-per-M. c. f. increase as might be disallowed, subject to judicial 
review, upon the final adjudication of Southern Natural’s proposed rate increase 
at docket No. G—-2141; and 

(2) To file promptly, upon final order of the Commission at docket No. G-2141, 
new rate schedules reducing all rates in applicant’s proposed CD-1, G—1 and I-1 
schedules by such portion of the 4-cents-per-M. c. f. increase as might be dis- 
allowed by the Commission in said proceeding at docket No. G-2141. 

By order issued September 16, 1953, the Commission amended the order issu- 
ing a certificate of public convenience and necessity to Southern Natural at 
docket No. G-1907 by modifying Southern Natural’s rate schedules P-4+ and 
I-4, applicable to this applicant, to reflect the 4-cents-per-M. c. f. increase pro- 
posed by Southern Natural in its rate filing at docket No. G—2141, on the terms 
and conditions therein set forth. 

The petition to modify has been served on all parties. Southern Natural filed 
its consent to the petition of applicant to modify as requested. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate to carry out the 
provisions of the Natural Gas Act to modify as hereinafter ordered and condi- 
tioned the order of the Commission issued May 4, 1953, affirming, as therein pro- 
vided, the initial decision of the presiding examiner issuing a certificate of public 
convenience and necessity herein. 

The Commission orders: 

(A) Clauses (a), (b), and (c) of subparagraph (6) of paragraph (B) of the 
Commission’s order issued May 4, 1953, hereinbefore referred to, be and the 
Same are hereby modified to permit applicant to file rate schedule CD-—1, re- 
flecting a commodity charge of 22 cents per M. c. f., rate schedule I-1, reflecting 
a commodity charge of 25 cents per M. c. f., and rate schedule G—1, reflecting a 
straight commodity rate of 36 cents per M. ec. f., provided that applicant shall 
file a corporate bond, satisfactory to the Commission, whereby South Carolina 
Natural Gas Co., its surety, their successors and assigns, jointly and severally, 
shall be held and firmly bound to the Federal Power Commission for the use and 
benefit of those entitled thereto, in the sum of $50,000, and whereby applicant 
shall undertake (1) to refund, with interest at the rate of 6 percent per annum, 
to those entitled thereto, any portion of the 4-cent increase applicable to South- 
ern Natural’s P-4 and I-4 rates as might be disallowed, subject to judicial 
review, in docket No. G—-2141; (2) to bear all costs and expenses of any such 
refunding; (3) to keep accurate accounts in detail of all amounts received 
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for each billing period by reason of such increase of 4 cents per M. c. f., specifying 
by whom and in whose behalf all such amounts were paid; (4) to submit 
promptly to the Commission monthly reports, in quintuplicate, in writing and 
under oath, showing for each billing period the names of the purchasers, the 
billing determinants (volume and all other billing data applicable) of natural 
gas sales to each of such purchasers and the revenues resulting therefrom, as 
computed under the rates prescribed in said order issued May 4, 1953, and under 
the rates allowed by this order to become effective under bond; and (6) to file 
promptly, upon final order of the Commission, in docket No. G—2141, new or 
revised rate schedules reflecting any reductions required in Southern Natural’s 
P—4 and I-4 rates by the Commission’s final order in docket No. G-2141. 

(B) Upon execution by applicant of such bond and upon approval of such 
bond, evidenced by letter addressed to applicant by the Secretary of the Com- 
mission, the rates, charges, and classifications set forth in the aforesaid rate 
schedules CD-1, G—1 and I-1 shall be effective upon the filing thereof, subject 
to the terms and conditions of this order and to further orders of the Commis- 
sion in this proceeding. 

(C) In all other respects, the conditions respecting the issuance of and the 
exercise of the rights granted by said certificate of public convenience and 
necessity issued by order of May 4, 1953, except as herein and heretofore modi- 
fied or amended, shall remain in full force and effect. 


Findings and order issuing certificate of public convenience and necessity 
Pacific Gas & Electric Co. 
Docket No. G—2212 


October 9, 1953 


On July 15, 1953, Pacific Gas & Electric Co. (applicant), a California corpora- 
tion with its principal office in San Francisco, Calif., filed application with the 
Federal Power Commission for a certificate of public convenience and necessity, 
pursuant to section 7 of the Natural Gas Act, authorizing the construction and 
operation of approximately 55,100 feet of 24-inch pipeline from applicant’s 
Antioch control station to its steam-electric generating station at Pittsburg, 
Calif., and approximately 2,500 feet of 24-inch pipeline as a tie main between the 
western extremity of the proposed Antioch-Pittsburg line and Stoneman Junction 
on the main line of Standard Pacific Gas Line, Inc. (Stanpac), together with 
necessary metering and control equipment. 

The record shows that applicant’s pipeline facilities extending from a point 
near Topock, Ariz., to its Antioch control station transport natural gas originat- 
ing in Texas and New Mexico to the Antioch control station and points beyond. 
Likewise the Stanpac line is utilized for the transportation of natural gas orig- 
inating in Texas and New Mexico and entering the Stanpac line at points along 
applicant’s Milpitas-Topock line, for which a certificate of public convenience 
and necessity was issued by Commission order of February 28, 1949, in docket 
No. G—1092, 8 F. P. C. 726. 

The facilities herein involved will enable applicant to deliver natural gas to 
its Pittsburg steam electric plant on an interruptible basis and serve as a tie 
line connecting its main facilities in Contra Costa County, Calif., with the Stan- 
pac line. The estimated cost of the additional facilities is $992,800 and their 
financing is to be out of applicant’s available treasury funds. 
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Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 2, 1953, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The Commission finds: 

(1) Pacific Gas & Electric Co., a California corporation having its principal 
place of business at San Francisco, Calif., is engaged in the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of natural 
gas for resale for ultimate public consumption, and therefore is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its February 28, 1949 order in docket No. G—1092, 8 F. P. C. 
726. 

(2) Applicant’s existing pipeline facilities from a point near Topock, Ariz., 
to its Antioch control station, as well as the pipeline facilities herein referred to 
as the Stanpac line, are facilities for the transportation in interstate commerce 
of natural gas originating in Texas and New Mexico. 

(3) The facilities herein involved are an extension, at the Antioch control 
station, of applicant’s pipeline facilities used for the transportation of natural 
gas originating in Texas and New Mexico and entering applicant’s pipeline system 
at a point near Topock, Ariz. 

(4) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as integral parts of applicant’s existing pipeline system, and 
the construction and operation thereof by applicant are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(5) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(6) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 
Cc. F. R. 1.32 (b)) of the Commission’s rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(7) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(8) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and (5) 
of section 157.20 of the Commission’s rules of practice and procedure (18 C. F. R. 
157.20) should attach to the certificate hereinafter issued, and to the exercise 
of the rights granted thereunder, and that the time within which construction 
of facilities authorized by this order shall be completed and in actual operation 
should be fixed at 4 months from the date on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Pacific Gas & Electric Co. to construct and operate the fa- 
cilities hereinbefore described, all as more fully described in the application, as 
supplemented, in this proceeding, for the transportation and sale of natural gas 
as therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of applicant and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv), and (5) of section 157.20 of 
the Commission’s rules of practice and procedure shall attach to the issuance 
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of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be constructed 
and placed in actual operation as provided by paragraph (2) of section 157.20 of 


the Commission’s rules of practice and procedure is hereby fixed at 4 months from 
the date on which this order issues. 


Order authorizing transmission of electric energy to Mewvico and superseding 
previous authorization 


San Diego Gas & Electric Co. 
Docket No. IT-5743 


October 9, 1953 


On August 14, 1953, San Diego Gas & Electric Co. (applicant) filed its applica- 
tion pursuant to section 202 (e) of the Federal Power Act, for an order authorizing 
an increase in the amount of electric energy authorized to be exported from a 
point in the United States near San Ysidro, Calif., to a point in Mexico just 
across the international boundary near Tia Juana, Baja California, Mex., where 
it will be sold to M. P. Barbachano & Cia Electrica Fronteriza, S. A. (Mexican 
Company). 

By order issued March 21, 1952, the Commission authorized the export of 50,- 
000,000 kilowatt-hours at a rate not to exceed 15,500 kilowatts at the same point of 
delivery to the Mexican Company, but not beyond December 31, 1953. The present 
application requests that the amount of energy to be exported be increased to an 
amount not to exceed 60,000,000 kilowatt-hours per year at a rate not to exceed 
14,000 kilowatts, and requests that the time limitation be removed so as to con- 
form to the terms and conditions in applicant’s contract with its customers, 
dated July 13, 1951, providing for a 5-year term, commencing August 31, 1951, 
with extensions from year to year thereafter. No modification is authorized to 
be made of facilities at the international border heretofore authorized to be 
constructed, operated and maintained, pursuant to Presidential permits signed 
by the President of the United States on April 23, 1942, applicable to 12-kilovolt 
facilities, and on January 31, 1952, applicable to 69-kilovolt facilities. 

Applicant states that a rise in demand on the part of Mexican Company has oc- 
curred since the Commission’s order issued March 21, 1952, and that the load 
will increase in the territory served by Mexican Company as a result of con- 
tinued growth in the town of Tia Juana, the expansion of facilities, and the con- 
struction of a 69-kilovolt transmission line to connect the towns of Tia Juana and 
Ensenada. Applicant further states that continuance of Mexican Company’s 
program to convert to the use of 69-kilovolt facilities is dependent on increased 
authorization for export. 

The territory served by applicant in the United States is a vital aefense area, 
including several military establishments, which has experienced a very large 
growth recently due to expansion of defense industries. Data supplied by ap- 
plicant indicates a power situation on its system which may require curtailment 
of load in the event of an outage of generating equipment at times of peak. 

Applicant’s contract with Mexican Company dated July 13, 1951, provides in 
part: 

“It is agreed that the company’s consumers in the United States of America, and 
its other commitments, shall be given preference in its service supply; and should 
the company for any reason be unable to furnish service to these consumers and 
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also fulfill the provisions of this agreement, the company shall not be liable to 
the customer hereunder. Service shall be subject to discontinuance during any 
time upon notification by telephone or messenger to the customer that sufficient 
capacity is not available to fulfill the provisions of this agreement. * * *” 

Notiee of the filing of the application was given to the Public Utilities Commis- 
sion and the Governor of California and was also published August 29, 1953, in the 
Federal Register (18 F. R. 5185), stating that any person desiring to be heard or 
to make any protest with reference to the application should file a petition or 
protest on or before September 14, 1953. No protest or petition or request to be 
heard in opposition to the granting of said application has been received. 

The Commission finds: 

(1) It is necessary and appropriate for the purposes of the Federal Power Act 
that the authorization hereinafter granted shall not extend beyond December 31, 
1955, without further order of this Commission. 

(2) The transmission of electric energy from the United States to Mexico as 
limited herein and as hereinafter authorized will not impair the sufficiency of 
electric supply within the United States and will not impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction of 
the Commission. 

The Commission orders: 

(A) Applicant be and it hereby is authorized to transmit electric energy from 
the United States to Mexico, subject to the provisions of this order. 

(B) The electric energy which applicant hereby is authorized to transmit from 
the United States to Mexico shall be in an amount not to exceed 60,000,000 
kilowatt-hours per year at a rate not in excess of 14,000 kilowatts. 

(C) No energy shall be delivered under the authorization contained in para- 
graph (B) above at any time, when, during a failure of equipment or available 
supply on applicant’s system, such energy would otherwise be utilized to serve 
ultimate consumers in the United States who would be deprived of service or 
suffer a material limitation, curtailment, or impairment of service. 

(D) The authorization herein granted may be modified from time to time or 
terminated upon further order of the Commission, but in any event, shall not 
extend beyond December 31, 1955, without further order of this Commission. 

(BE) Applicant shall conduct all operations pursuant to the authorization herein 
granted in accordance with the provisions of the Federal Power Act and pertinent 
rules, regulations or orders issued by the Commission. 

(F) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Mexico 
pursuant to the authority herein granted; shall make, keep, and preserve full 
and complete records with respect to the movement of such energy; shall furnish, 
with respect to said transmission of electric energy, reports on or before February 
15 of each year the kilowatt-hours of energy transmitted, the maximum kilowatts 
of transmission and the consideration received therefor during each month of 
the preceding year. 

(G) Applicant upon curtailment of any load by it, including voltage reduction, 
curtailment of service to interruptible consumers, voluntary customer curtail- 
ment, and shifting of loads to off-peak hours, shall furnish a report at the end of 
each week during which curtailment takes place, specifying the estimated amount 
of curtailment, the nature of loads curtailed, the reason curtailment was neces- 
sary, and what steps are being taken to relieve the situation necessitating 
curtailment. 


(H) This authorization to transmit electric energy from the United States to 
Mexico shall not be transferable or assignable, but shall continue in effect tempo- 
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rarily for a reasonable time thereafter, in the event of the involuntary transfer 
of facilities used thereunder by operation of law (including such transfers to 
receivers, trustees, or purchasers under foreclosure or judicial sale) pending the 
making of an application for permanent authorization and decision thereon, pro- 
vided notice is promptly given in writing to the Commission accompanied by a 
statement that the physical facts relating to the sufficiency of supply, rates, and 
nature of use remain substantially the same as before the transfer. 

(I) This authorization shall be without prejudice to the authority of any 
State, State regulatory commission, or the Republic of Mexico for the exercise 
ef the lawful authority vested in the State, State regulatory commission or the 
Republic of Mexico over applicant. 

(J) This authorization is without prejudice to the authority of this Commis- 
sion, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimate or determination of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(K) This order shall supersede the order issued March 21, 1952, referred to 
above. 


Order amending license (major) 
Lower Valley Power & Light, Inc. 
Project No. 2032 
October 12, 1953 


In compliance with article 28, as modified, of its license for project No. 2032, 
Lower Valley Power & Light, Inc., licensee, filed with the Commission on Sep- 
tember 22, 1952, supplemental exhibit K,-sheet 2 (F. P. C. No. 2082-5). The 
exhibit was returned to the licensee for additional information and was again 
filed on August 17, 1953. 

In the meanwhile, on April 16, 1953, licensee filed an application for amend- 
ment of its license for the project to include therein the third generating unit as 
contemplated in the license, consisting of a 500-kilowatt generator driven by a 
725-horsepower impulse turbine, both the generator and turbine to be identical 
to the two units originally installed in the project. Two switchgear cubicles 
required to regulate the generator will be bolted to the existing cubicles. Accord- 
ing to the application, installation of the third unit is needed to meet the 
licensee’s system load. 

In letter received August 17, 1953, the licensee stated that it desired to com- 
mence the installation of the third generating unit by September 1, 1953, and 
to complete same by January 1, 1954. 

Principal effect of the amendment will be to increase the area of lands of the 
United States occupied by the project by 3.14 acres with a resulting increase in 
the annual charges specified in article 27 of the license for the use and occupancy 
of lands of the United States. 

The Commission finds: 

(1) The license, amended as hereinafter provided, will not interfere or be 
inconsistent with the purposes for which the Bridger National Forest was created 
or acquired, and is not inconsistent with the previous findings in this matter. 
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(2) The annual charges to be paid under the license as amended are reason- 
able as hereinafter fixed and specified. 

(3) The following-described additional and revised maps, plans, specifications, 
and statements conform to the Commission’s rules and regulations and should be 
approved as part of the license as amended: 

Evhibit K.—Sheet 2 (F. P. C. No. 2032-5) entitled “Strawberry Creek hydro- 
electric project—access road,” signed by Ernest Brog, on August 12, 1953. 

Evhibit L.—Plans in 2 sheets (F. P. C. Nos. 2032-3 & -4), entitled “Straw- 
berry Creek hydroelectric development,” and signed as revised by Ernest Brog 
on April 13, 1953, and superseding sheet 1 (F. P. C. No. 2032-4), signed by Ernest 
Brog on October 16, 1950. 

Exhibit M (sheet 2).—Supplemental statement entitled “General description 
and specifications of equipment,” signed on April 13, 1953, by Ernest Brog. 

(4) Superseded exhibit L, sheet 1 (F. P. C. No. 2032-4) should be eliminated 
from the license as amended. 

(5) Article 28 of the license providing for the later filing of exhibits F and K 
should be eliminated therefrom since the licensee has complied with its require- 
ments. 

The Commission orders: 

(A) The exhibits described in finding (3) above are hereby approved as part 
of the license as amended for project No. 2032, and the superseded exhibit de- 
scribed in finding (4) above is hereby eliminated from the license. 

(B) The license issued to Lower Valley Power & Light, Inc., for project No. 
2032 be and it is hereby amended, effective as of October 1, 1953, said amendment 
being: 

PARAGRAPH I. Paragraphs (a) and (b) of the license are hereby amended to 
read as follows: 

(a) All lands constituting the project area and enclosed by the project bound- 
ary or the limits of which otherwise defined, and/or interest in such lands nec- 
essary or appropriate for the purpose of the project, whether such lands or inter- 
est therein are owned or held by the applicant or by the United States; such 
project area and project boundary, being more specifically shown and described 
by certain exhibits which form part of the application for license or filed pursu- 
ant to the license and which are designated and described as follows: 

Exhibit J—Sheet 1 of 1 (F. P. C. No. 2032-1) entitled “Strawberry Creek 
hydroelectric development,” signed by Ernest Brog on October 16, 1950 

Erhibit K.—Maps in 2 sheets. Sheet 1 (F. P. C. No. 2032-2) entitled “Straw- 
berry Creek hydroelectric development,” signed by Ernest Brog on October 16, 
1950. Sheet 2 (F. P. C. No. 2032-5) entitled “Strawberry Creek hydroelectric 
project—access road,” signed by Ernest Brog on August 12, 1953. 

(b) Principal structures, comprising a low concrete dam located between 4 
and 5 miles upstream from Bedford, Wyo., forming a reservoir with area of 
about five acres and usable storage capacity of about 22 acre-feet; a steel pipe- 
line 11,300 feet long; penstocks: a powerhouse containing three 725-horsepower 
turbines connected to three 500-kilovolt generators; a substation and appurte- 
nant facilities; the location, nature and character of which are more specifically 
shown and described by the exhibits hereinbefore cited and by certain other 
exhibits which also formed part of the license or application for amendment 
thereof of the license and which are designated and described as follows: 

Erhibit L.—Plans in 2 sheets (F. P. C. Nos. 2032-3 & -4), entitled “Strawberry 
Creek hydroelectric development” and signed as revised by Ernest Brog on April 
13, 1953. 
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Exhibit M.—Statement in two sheets, entitled “General description and speci- 
fications of equipment,’ signed on August 29, 1949 by Ernest Brog. 

Exhibit M (sheet 2).—Supplemental statement, entitled “General description 
and specifications of equipment” signed on April 13, 1953 by Ernest Brog. 

PARAGRAPH II. Article 27 of the license is hereby amended to read as follows: 

Article 27. The licensee shall pay to the United States the following annual 
charges : 

(i) For the purpose of reimbursing the United States for the costs of adminis- 
tration of part I of the act, 1 cent per horsepower on the authorized installed 
eapacity (2,175 horsepower), plus 2% cents per 1,000 kilowatt-hours of gross 
energy generated by the project during the calendar year for which the charge 
is made; 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, $49.98. 

PARAGRAPH III. Article 28 of the license is hereby eliminated therefrom. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this license amendment. In acknowledgment of the acceptance of 
this license amendment, it shall be signed for the licensee and returned to the 
Commission within 60 days from the date of issuance of this order. 


Order issuing preliminary permit 
Pacific Pewer & Light Co. 
Project No. 2111 
October 12, 1953 


Application was filed July 14, 1952, by Pacific Power & Light Co., of Pertland, 
Oreg., for a preliminary permit under the Federal Power Act (hereinafter re- 
ferred to as the act) for proposed project No. 2111, tentatively designated as the 
Swift power development, to be located on Lewis River, in Skamania and Clark 
Counties, Wash., and affecting public lands and lands of the United States re- 
served as the Swift Creek administrative site for use by the Department of 
Agriculture in connection with the Gifford Pinchot National Forest. 

As described in the application, the proposed project would consist of a spillway- 
equipped rock-fill dam about 225 feet high located above the mouth of Swift Creek 
at either the Devils Backbone or Big Bottom Dam site 16 miles upstream from 
the dam of the Yale project No. 2071 and creating a reservoir having usable 
storage of approximately 122,000 acre-feet ; a power tunnel approximately 18,000 
feet long; a surge tank and two penstocks; a powerhouse on the left bank of 
Lewis River to house two vertical turbine-generator units, each tentatively 
rated at 25,000 kilowatts; and other appurtenant facilities. 

All or substantially all of the output of the Swift power development is pro- 
posed to be used in lieu of purchases from outside sources to meet the require- 
ments of applicant’s own system. 

The Office of the Chief of Engineers, Department of the Army, the Assistant 
Secretary of the Interior, the Chief, Forest Service, acting for the Secretary of 
Agriculture, and the Department of Game, State of Washington, have reported 
favorably on the application. 
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Two owners of property situated in the area to be affected by the proposed 
development have requested by formal protest that the application for prelimi- 
nary permit be denied. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State of 
Maine and is authorized to do business in the States of Washington and Oregon. 

(2) Public notice of the application has been given as required by the act. No 
conflicting application is before the Commission. 

(3) The project as proposed does not affect any Government dam and no 
reason is apparent at this time for its development by the United States. 

The Commission orders: 

(A) This preliminary permit is issued to Pacific Power & Light Co. (herein- 
after referred to as the permittee) for a period of 18 months, effective as of the 
first day of the month in which the acknowledgment of acceptance hereof is 
filed with the Commission, for the sole purpose of maintaining priority of appli- 
cation for license for proposed project No. 2111 to be located on Lewis River, in 
Skamania and Clark Counties, Wash., subject to the terms and conditions of the 
act, which is incorporated by reference as a part of this permit, and subject to 
such rules and regulations as the Commission has issued or prescribed under 
the provisions of the act. 

(B) This permit is subject also to the terms and conditions set forth in form 
P-1,* entitled “Terms and conditions of preliminary permit,” which terms and 
conditions, described as articles 1 through 8 therein, are attached hereto and 
made a part hereof and subject to the following special conditions set forth herein 
as special articles: 

Article 9. The permittee shall carry on the project planning in cooperation 
with the Department of Game, State of Washington, and with the U. S. Fish 
and Wildlife Service in order that necessary consideration may be given to 
the protection of the fish and wildlife resources of the affected area. 

Article 10. The permittee shall submit, at the close of each 3-month period 
from the effective date of this permit, to the Regional Engineer of the Com- 
mission having supervision over the project, or to such other officer as the 
Commission may designate, accurate statements of the work accomplished during 
the period and the work contemplated under the permit for the ensuing period. 

(C) This order shall become final within 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by section 313 (a) of 
the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this preliminary permit. In acknowledgment of acceptance of this 
preliminary permit, it shall be signed for the permittee and returned to the 
Commission within 60 days from the date of issuance of this order. 


Order issuing preliminary permit 
Pacific Power & Light Co. 
Project No. 2112 
October 12, 1953 


Application was filed July 14, 1952, by Pacific Power & Light Co., of Portland, 
Oreg., for a preliminary permit under the Federal Power Act (hereinafter re- 


*See 16 F. P. C. 1303. 
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ferred to as the act) for proposed project No. 2112, tentatively designated as the 
Muddy power development, to be located on Lewis River, in Skamania County, 
Wash., and affecting public lands and lands of the United States within the 
Gifford Pinchot National Forest. 

As described in the application, the proposed project would consist of a spill- 
way-equipped rock-fill dam about 200 feet high, located at Eagle Cliff Dam site 
about 11 miles upstream from the proposed Swift power development dam of 
project No. 2111, and creating a reservoir having usable storage of about 100,000 
acre-feet ; a power tunnel about 16,000 feet long ; a surge tank and two penstocks ; 
a powerhouse on the right bank of Lewis River to house two vertical turbine- 
generator units each tentatively rated at 17,500 kilowatts ; and other appurtenant 
facilities. 

All or substantially all of the output of the Muddy power development is pro- 
posed to be used in lieu of purchases from outside sources to meet the require- 
ments of applicant’s own system. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State 
of Maine and is authorized to do business in the States of Washington and 
Oregon. 

(2) Public notice of the application has been given as required by the act. 
No conflicting application is before the Commission. 

(3) The project as proposed does not affect any Government dam and no 
reason is apparent at this time for its development by the United States. 

The Commission orders: 

(A) This preliminary permit is issued to Pacific Power & Light Co. (herein- 
after referred to as the permittee) for a period of 18 months, effective as of the 
first day of the month in which the acknowledgment of acceptance hereof is 
filed with the Commission, for the sole purpose of maintaining priority of ap- 
plication for license for proposed project No. 2112 to be located on Lewis River, 
in Skamania County, Wash., subject to the terms and conditions of the act, which 
is incorporated by reference as a part of this permit, and subject to such rules 
and regulations as the Commission has issued or prescribed under the provisions 
of the act. 

(B) This permit is subject also to the terms and conditions set forth in form 
P-1,* entitled “Terms and conditions of preliminary permit,’ which terms and 
conditions, described as articles 1 through 8 therein, are attached hereto and 
made a part hereof and subject to the following special conditions set forth 
herein as special articles: 

Article 9. The permittee shall carry on the project planning in cooperation 
with the Department of Game, State of Washington, and with the U. S. Fish 
and Wildlife Service in order that necessary consideration may be given to the 
protection of the fish and wildlife resources of the affected area. 

Article 10. The permittee shall submit, at the close of each 3-month period 
from the effective date of this permit, to the Regional Engineer of the Commission 
having supervision over the project, or to such other officer as the Commission 
may designate, accurate statements of the work accomplished during the period 
and the work contemplated under the permit for the ensuing period. 

(C) This order shall become final within 30 days from the date of its is- 
suance unless application for rehearing shall be filed as provided by section 
313 (a) of the Federal Power Act, and failure to file such an application shall 
constitute acceptance of this preliminary permit. In acknowledgment of ac- 


*See 16 F. P. C. 1303. 
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ceptance of this preliminary permit, it shall be signed for the permittee and 
returned to the Commission within 60 days from the date of issuance of this 
order. 


Order approving supplemental exhibits 
Consolidated Water Power Co. 
Project No. 1953 
October 13, 1953 


In compliance with article 29 of its license for project No. 1953, Consolidated 
Water Power Co., licensee, filed with the Commission on August 12, 1953 and on 
August 17, 1953 supplemental Exhibits F, K, and M for the proposed transmis- 
sion line and Exhibit K for the project lands. 

Since Exhibit F is not usually approved by the Commission, no further con- 
sideration need be given it in this order. 

The Commission finds: 

The above-mentioned exhibits, excepting Exhibit F, consisting of Exhibit K, 
sheets 1 through 7 (F. P. C. Nos. 1953-9 through -15), and Exhibit M dated 
July 20, 1953, conform substantially with the Commission’s rules and regulations 
and should be approved as part of the license for project No. 1953. 

The Commission orders: 

The supplemental exhibits described in the above finding are hereby approved 
as part of the license for project No. 1953. 


Supplemental order authorizing issuance of securities 
Kansas Gas & Electric Co. 
Docket No. E-6518 
October 15, 1953 


By order adopted October 6, 1953, the Commission authorized Kansas Gas 
& Electric Co. (applicant) to issue and sell through competitive bidding $10,000,- 
000 principal amount of first mortgage bonds, due 1983, subject to the provisions, 
among other things, set forth in paragraph (B) of that order reading as follows: 

(B) The proposed issuance and sale of first mortgage bonds at competi- 
tive bidding shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of section 34.2 (k) (3) of the Commission’s rules relating to com- 
pliance with competitive bidding requirements and section 34.2 (k) (4) of 
the rules, relating to affiliation, and shall have either filed such amend- 
ments or shall have mailed them and advised the Commission by telephone 
and telegraph as contemplated by section 34.9 of the rules. 

(ii) The Commission shall approve the coupon rate and the price to be 
received by applicant for such bonds by further order. 

Applicant on October 14, 1953, filed an amendment pursuant to the require- 
ments of the order of October 6, 1953, setting forth that it proposes to accept, 
as representing the lowest cost of money to it, the bid of Halsey, Stuart & Co., 
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Inc., to purchase the $10,000,000 principal amount of first mortgage bonds for 
101.479 and bearing interest at the rate of 35g percent per annum. 

The Commission finds: 

(1) The applicant has satisfactorily complied with the requirements of para- 
graph (B) of the order of October 6, 1953, and under the bid it proposes to 
accept for the first mortgage bonds the price to applicant and the coupon rate 
thereon are reasonable. 

(2) The proposed issuance of first mortgage bonds as hereinafter authorized 
will be for a lawful object, within the corporate powers of applicant and com- 
patible with the public interest, which is appropriate for and consistent with the 
proper performance by the applicant of service as a public utility and which will 
not impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 

The Commission orders: 

(A) The price of such first mortgage bonds and the coupon rate thereon under 
the bid referred to above are approved as reasonable. 

(B) The proposed issuance and sale of first mortgage bonds referred to above, 
upon the terms and conditions and for the purpose specified in the application, 
as supplemented by the amendment referred to above, be and the same hereby 
are authorized, subject to the provisions of paragraphs (C), (D), (E) and (F) of 
the Commission’s order of October 6, 1953, in this matter. 

Commissioner Smith not participating. 


Findings and order directing physical connection of facilities and sale of 
natural gas 


City of Austell, Ga. 
Docket No. G—2164 


October 16, 1953 


On April 29, 1953, city of Austell (applicant), a duly organized and existing 
municipality of the State of Georgia, filed an application, as amended on August 
24, 1953, pursuant to section 7 (a) of the Natural Gas Act, for an order of the 
Commission directing Southern Natural Gas Co. (Southern Natural) to establish 
physical connection of the latter’s transmission facilities with facilities proposed 
to be constructed by applicant, and to sell and deliver a natural gas supply to 
applicant for local distribution within Austell and adjacent communities. 

Applicant proposes to construct and operate approximately 10.84 miles of 
8-inch pipeline from a point of connection with Southern Natural’s 20-inch trans- 
mission line at or near Campbellton’s Ferry, Douglas County, Ga., extending to 
Lithia Springs, thence 1.96 miles of 6-inch line to the Austell-Clarkdale-Powder 
Springs area. Applicant proposes to construct extensions of 1.41 miles of 6-inch, 
1.04 miles of 4inch, 3.68 miles of 2-inch, 2.83 miles of 4-inch, and 3.65 miles of 
2-inch pipelines to serve the Mableton-Cobb area and rural customers in Douglas 
and Cobb Counties. 

Applicant proposes to construct and operate distribution facilities in the com- 
munities of Austell, Powder Springs, Clarkdale, Lithia Springs, Mableton, South 
Cobb, Leland, and adjacent areas in Douglas and Cobb Counties for rendering 
retail natural gas service. Applicant states it is legally authorized to engage 
in the local distribution of natural gas as proposed. 

Applicant estimates its annual requirements as follows: 
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Annual requirements (M. c. f.) 





1st yr.! | 2d yr. | 3d yr. | 5th yr. 











an ckatgcacsienmnstenes & easnneqensesnenuitionnilebitl 69.044 | 162,936 | 191, 515 252, 816 


Small commercial -- 











4, 522 10, 950 13, 090 17, 940 

Large commercial -. stash lsat ieee etal 28, 170 56,339 | 56,339 | 56,339 
Interruptible industrial. - ssid sasiceahialacagea is telgieedogueies hapa ceakcandea. cae 115, 200 | 115, 200 115, 200 
Oe —_—— 

sii sia vitstisenticaniiphinaiiatiaan | 159,336 | 345,425 | 376,144 | 442, 295 

Lost and unaccounted for— -3%- it bblede caenee 4, 780 10,362 | 11,284 13, 268 
|---| | —— | —_____. 

Total requirements__...._ onic dail elena ican ieeamateea | 164, 116 355, 787 387, 428 | | 455, 563 





Applicant estimates its peak-day requirements as follows: 





Peak-day requirements (M. c. f.) 


































a i ond isd inca de esis gsc lee ip inciakts pea inp aeaadiel » ° a 
Small commercial diliia de te atacand can meee 85 103 123 169 
Large commercial. 


Total firm requirements (inc eee lost and SeeNNS 
for) 


Load factor 





1 Six months operation only. 





Applicant’s estimated cost of construction is $1,800,000 for both transmission 
and distribution facilities. 

Applicant proposes to issue 30-year gas revenue bonds to finance the estimated 
cost of construction, at a 5 percent rate for the first 10 years and 5% percent 
rate for the next 20 years. 

Southern Natural stated that it is able and willing to serve Austell’s estimated 
requirements and that it has uncommitted capacity available to supply the 
estimated third-year requirements of the city. 

The sale by Southern Natural to applicant would be made subject to Southern 
Natural’s F and R rate schedules, which do not contain limitations on deliveries 
by Southern Natural but are full requirement rate schedules. 

Pursuant to the order of the Commission issued August 7, 1953, the proceed- 
ings herein were consolidated for purpose of hearing with the proceedings in- 
volving the city of Fayette, Alabama, at docket No. G-2188. Hearing on the con- 
solidated proceeding commenced on August 20, 1953, and concluded on August 
21, 1953. Applicant herein has requested the proceedings herein be severed from 
the consolidated hearing for purpose of final decision. 

At the conclusion of the hearing, applicant requested the omission of the inter- 
mediate decision procedure. All counsel, including staff counsel, concurred in 
the waiver of the intermediate decision procedure. 

The Commission finds: 

(1) Southern Natural Gas Co., a Delaware corporation, having its principal 
place of business in Birmingham, Ala., owns and operates, among other facilities, 
a natural-gas transmission pipeline system located in the States of Texas, Louisi- 
ana, Mississippi, Alabama and Georgia, and by such operations is engaged in 
the transportation and sale of natural gas in interstate commerce for resale for 
ultimate public consumption, subject to the jurisdiction of the Commission, and 
is, therefore, a “natural-gas company” within the meaning of the Natural Gas 


Act, as heretofore found by the Commission in its order of October 6, 1942, in 
docket No. G-—296, 3 F. P. C. 822 
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(2) City of Austell, Georgia (applicant), a municipal corporation, is legally 
authorized to engage in the local distribution of natural gas. 

(3) It is necessary and desirable in the public interest to direct Southern 
Natural to establish physical connection of its transmission facilities with the 
facilities proposed to be constructed and operated by applicant, and to sell and 
deliver to applicant the natural gas requirements of applicant subject to Southern 
Natural’s appropriate rate schedules on file with the Commission. 

(4) The requirement that Southern Natural serve applicant as proposed will 
not place an undue burden upon Southern Natural nor require Southern Natural 
to enlarge its transportation facilities for such purpose, nor impair its ability 
to render adequate service to its customers. 

(5) Good cause exists to sever the proceedings at docket Nos. G-2164 and 
G-—2188 for purpose of final decision in each said docket. 

(6) All parties having concurred in the waiver of the intermediate decision 
procedure, good cause exists for the Commission to render the final decision 
herein. 

The Commission orders: 

(A) Southern Natural Gas Co. be and it is hereby directed to establish physical 
connection of its transmission facilities at or near a point on its 20-inch trans- 
mission line known as Campbellton’s Ferry, Douglas County, Ga., with the pro- 
posed pipeline facilities of applicant, together with such metering, regulating 
and appurtenant facilities as may be necessary to render the service applied for 
herein, and to deliver such volumes of natural gas as may be required by appli- 
cant pursuant to Southern Natural’s appropriate rate schedules on file with the 
Commission. 

(B) Applicant shall be prepared to receive the natural gas service ordered 
herein on or before June 30, 1954. 

(C) Southern Natural shall report to the Commission in writing, under oath, 
the date of commencement of service to Applicant. 

(D) The proceedings at docket Nos. G-2164 and G-2188 be and the same are 
hereby severed. 


Order to show cause 
Tennessee Gas Transmission Co. 
Docket No. G—2280 


October 16, 1953 


The accounting entries herein questioned arose as follows: 

Pipe transactions disclosed in 1949 report. In its annual report to the Com- 
mission for the year 1949, Tennessee Gas Transmission Co. (Tennessee) reported 
a credit of $1,182,020 in its earned surplus account, identified as “profit on pipe 
exchanges.” In response to inquiry by the Commission, by letter of September 
15, 1950, Tennessee submitted the following explanation of the origin of this 
accounting entry and the transaction affecting the credit: 


In order that Tennessee Gas Transmission Co. might obtain pipe or plate 
(hereinafter referred to only as pipe) for its construction program at an 
earlier date than would have been possible under its own position on the de- 
livery schedules of pipe, it entered into various agreements with other com- 
panies, which were then receiving pipe ahead of their requirements, to buy 
such pipe and in return to sell to such companies an equivalent tonnage of 
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pipe scheduled for later delivery to Tennessee. Tennessee paid for the pipe 
so delivered to it at prices based on the cost to other companies, and, in 
return, received payments based on these same prices from the other com- 
panies as repayments of pipe were made to them. Inasmuch as the cost to 
Tennessee of the pipe purchased for repayment was generally less than the 
amount received therefor, a net profit resulted, 


Tennessee’s letter further disclosed that as a result of the pipe exchanges 
‘Tennessee made payments totalling $19,102,429 to the suppliers of various other 
companies for the pipe delivered to it from the delivery schedules of those com- 
panies and except for a minor portion debited that amount, which represented the 
contract price of the pipe to the other companies, to its plant accounts. When 
Tennessee began to receive pipe under its own delivery schedules it was in most 
cases able to obtain it at a lower price. The total amount paid by Tennessee for 
these deliveries was only $17,195,409, but, pursuant to the original agreements 
governing the delivery-substitution transactions with the other companies, 
Tennessee received $19,102,429 from them upon their receipt of that pipe. 

Tennessee’s letter of September 15 also indicated that it treated the difference 
of $1,907,020 as income and, after making provision for federal income tax of 
$725,000, credited earned surplus with $1,182,000. 

The companies with which Tenenssee engaged in these pipe transactions and 
the amounts involved in each case were reported as follows: 





| 
Cost to Tennes- | Amounts paid | 
see of pipe on its for pipe from 
Name of company own delivery delivery sched- Difference 
schedules de- ules of other 
livered to other companies 
companies 


Pittsburgh Coke & Chemical Co___. site $3, 025, 919 $2, 751, 724 ($274, 195) 
Continental Supply Co 31, 042 31, 242 200 
The Texas Pipe Line Co-. z — 236, 436 | 197, 097 (39, 339) 
Southern Natural Gas Company-.-. 4, 659, 034 | 4, 910, 218 251, 186 
Stupp Bros. Bridge & Iron Co-. ‘ ‘ 2, 435, 555 3, 080, 884 645, 329 
Atlantic Seaboard Corp...._-.- 6, 417, 512 | 7, 599, 154 , 181, 642 
H. K. Ferguson Co__.____- a i 724 | 846 122 
Shell Pipe Line Co ‘ 7, 375 | 9, 650 2, 275 
Sun Oil Co-_. is : . 33, 410 42, 937 9, 527 
Syd E. Culbertson Co_. ‘ 54, 71, 839 17, 060 
A. C. Behr aA - 293, 62: 406, 838 113, 215 





Total. — wr . . 19, 102, 429 1, 907, 020 
Less: Federal income taxes... .._- sabe pidaaacabmins , 725, 000 





PR its cnccsies itp iaietatcacteencanlnbdeimainaia delta eie ee 1, 182, 020 





Representations were subsequently made by Tennessee that a small part of 
the $1,182,020 arose in transactions in substandard pipe unrelated to Tennes- 
see’s construction program. 

It therefore appears that Tennessee’s earned surplus and plant accounts may 
be overstated by approximately $1,182,020 each, plus capitalized interest dur- 
ing construction on such excess, as a result of its accounting for the pipe trans- 
actions disclosed in its 1949 annual report, and should be adjusted accordingly. 

Pipe transactions disclosed in 1950 report. In its annual report to the Com- 
mission for the year 1950, Tennessee reported a credit of $473,862 to its earned 
surplus account, identifying the entry as “profit resulting from pipe ex- 
changes.” Investigations by the Commission’s staff indicate that in order to 
procure pipe for its construction program Tennessee received some 53,804 tons 
of pipe from Maywood, Calif., pursuant to an agreement with the Trans- 
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Arabian Pipe Line Co. (Trans-Atabian) providing for the shipment of this 
pipe to Tennessee’s destinations in return for Tennessee’s commitment to make 
available to Trans-Arabian 60,000 tons of steel plates to be delivered at a later 
date to Trans-Arabian’s fabricators in Maywood, Calif., or, alternatively, to 
supply Trans-Arabian with an equivalent tonnage of pipe. Subsequently, the 
original agreement was modified in such manner as to enable Tennessee to dis- 
charge its obligation to Trans-Arabian through related agreements with Trans- 
continental Gas Pipe Line Corp. (Transcontinental). In accordance with these- 
agreements, Transcontinental supplied Trans-Arabian with 60,000 tons of 
California-fabricated pipe and Tennessee, in turn, delivered to Transcontinen- 
tal’s destinations an equal amount of Alabama-fabricated pipe. The transac- 
tions with Transcontinental resulted in a saving of $816,862 in freight costs 
that would have been incurred in the transactions under the original agree- 
ment with Trans-Arabian, this amount resulting from application of an 
agreed formula governing Tennessee’s relations with Transcontinental where- 
by Transcontinental agreed to pay Tennessee one-half of the freight-saving on 
the first 45,000 tons supplied to it by Tennessee and all of the freight-saving 
on shipments in excess of 45,000 tons. Transcontinental’s payment of $816,862 
to Tennessee, after provision for income taxes of $343,000, was credited to 
earned surplus in the amount of $473,862. The amount reflected in Tennessee’s 
plant accounts relating to the pipe obtained from Trans-Arabian or its supplier 
is $8,757,930, including freight on the shipments of this pipe from California 
to Tennessee’s destinations, without deduction of the net amount of $473,862. 

It therefore appears that Tennessee’s earned surplus and plant accounts may 
be overstated by approximately $473,862 each, plus capitalized interest during 
construction on such excess, as a result of its accounting for the pipe trans- 
actions disclosed in its 1950 annual report and should be adjusted accordingly. 

Capitalization of interest during construction. Studies by the Commission's 
staff of the capitalization of interest by Tennessee during the period from 
October 1, 1946, to December 31, 1952, covering plant additions of $473,527,581, 
indicated that $9,698,253 of this amount represented interest during construc- 
tion, computed at an annual rate of 6 percent on monthly balances in the con- 
struction work in progress account. Approximately 60.5 percent of the funds 
invested in plant during the pertinent period appeared to have been derived 
from bonds and debentures for which the rates were 3 percent to 3% percent 
on $104,500,000, and 3 percent to 4% percent on $176,167,015 of such funds; ap- 
proximately 8.4 percent of such funds appeared to have been derived from 
serial bank loans, straight bank loans, and revolving fund credits, the interest 
rates of which were from 2 percent to 3.4927 percent per annum; and approxi- 
mately 31.1 percent of the funds invested appeared to represent equity funds. 
Allowing interest on that 31.1 percent at 6 percent per annum, the rate which 
the Commission has customarily allowed on corporate funds, the actual cost 
of the funds used in the $473,527,581 of construction appeared to have been 
not in excess of 4% percent per annum, or $2,424,563 less than charged to its 
plant accounts by Tennessee. 

The staff studies also revealed that Tennessee apparently overlooked capi- 
talization of interest on expenditures for materials being processed, which item 
would, at 4.5 percent per annum, amount to $812,571. 

If the net of the foregoing amounts, or $1,611,992, was improperly charged 
to interest during construction, an allowance of $117,675 for resulting exces- 
sive provision for depreciation would reduce the total indicated overstatement 
to $1,494,317. It therefore appears that Tennessee’s plant account may be 
overstated by a net amount of $1,494,317 interest during construction and 
should be adjusted accordingly. 





ORDERS 1303 


The Commission orders: 

(A) The previously referred to credit items of $1,182,020 and $473,862 in 
Tennessee’s earned surplus accounts and the related charges to its plant accounts, 
plus capitalized interest during construction thereon, and the $9,698,253 charge 
to interest during construction in its plant accounts computed at 6 percent 
per annum, are questioned. 

(B) Tennessee shall present any justification there may be for its accounting 
for the foregoing items and shall show cause, if any there be, why it should 
not make the accounting adjustments above described, such showing to be 
made in writing under oath within 30 days from the date of issuance hereof. 

(C) A public hearing be held in the Commission’s hearing rooms, 441 G Street, 
N. W., Washington, D. C., at a date and time to be hereafter fixed, with respect 
to the issues involved in the proceedings. 

(D) Interested State commissions may participate in the hearing ordered in 
paragraph (C), as provided by rules 1.8 and 1.37(f) of the Commission’s rules 
of practice and procedure, dated January 1, 1948 (18 C. F. R. 1.8 and 1.37(f)). 


Order authorizing issuance of promissory notes 
Sierra Pacific Power Co. 
Docket No. E-6517 


October 19, 1953 


Sierra Pacific Power Co. (Sierra), incorporated under the laws of Maine, 
qualified to do business in the States of California and Nevada, and having 
its principal place of business in Reno, Nev., filed an application in compliance 
with sections 34.1-34.10, inclusive, of the Commission’s general rules and regu- 
lations (18 C. F. R. 34.1-34.10), on August 21, 1953, and amendment thereto 
on October 8, 1953, for an order authorizing the issuance of not to exceed 
$3,000,000, principal sum of short-term promissory notes. 

The application states that Sierra proposes to execute to such bank or banks, 
from which it is able to borrow funds, unsecured promissory notes, the aggregate 
face amount of which will not exceed $3,000,000 outstanding at any one time, 
for periods not exceeding 12 months from the date of original issue or renewal 
thereof, as the case may be, such notes to be issued either originally or upon 
renewal from time to time and to have maturity dates not later than De- 
cember 31, 1954. 

The application indicates that each of the proposed notes will bear interest 
at a rate per annum not in excess of one quarter of one percent over the prime 
rate in effect at the time of the original issuance or renewal thereof as the case 
may be. (Prime rate meaning the lowest rate at which New York banks are 
then making short-term commercial loans to depositors). 

Sierra states that no discount, fee or other expense, except minur counsel 
fees, will be incurred in connection with the proposed issuance. 

A portion of the proceeds from the proposed issuance will be used to retire 
certain presently outstanding short-term promissory notes and the balance 
thereof, together with other cash from operations, will be used to reimburse 
Sierra for construction expenditures heretofore made and to carry out the con- 
struction program now in progress and as contemplated in 1954. 

Written notice of the aforesaid application has been given to the Public 
Utilities Commission of California and the Public Service Commission of Nevada 
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and to the Governor of each of those States. Notice of the application has also 
been given by publication in the Federal Register on August 28, 1953 (18 F. R. 
5157-58), stating that any person desiring to be heard or to make any protest 
with reference to the application should file a petition or protest on or before 
September 11, 1953. No petition or protest or request to be heard in opposition to 
the granting of said application has been received. 

The Public Utilities Commission of California by letter filed September 8, 1953, 
stated that it had no representations to make concerning the proposed issuance 
and the Public Service Commission of Nevada by letter filed September 8, 1953, 
stated that it had no objection to the proposed issuance. 

The Commission finds: 

(1) Sierra is a licensee under part I of the Federal Power Act and subject 
as such to the jurisdiction of the Commission within the provisions of the act. 

(2) Sierra is a public service corporation, owns and operates licensed projects, 
and develops, transmits and distributes power for sale or use in public service 
in Nevada. 

(3) Part of the power developed, transmitted and distributed by Sierra enters 
into interstate commerce and is distributed in public service and consumed in 
California and Nevada. 

(4) Nevada has not authorized and empowered a commission or other agency 
or agencies within said State to regulate and control the amount or character 
of securities to be issued by Sierra. 

(5) The proposed issuance of promissory notes, as described above, will con- 
stitute an issuance of securities subject to regulation under part I of the act 
and section 20.1 of the Commission’s rules. 

(6) Sierra is a public utility within the meaning of section 204 of the Federal 
Power Act, subject to the jurisdiction of the Commission as described and set 
out in the Commission’s order dated March 25, 1952, In the Matter of Sierra 
Pacific Power Co., docket No. E-6412. 

(7) The proposed issuance of promissory notes described above will con- 
stitute an issuance of securities witnin the purviéw of section 204 of the act. 

(8) The proposed issuance of promissory notes described above will be in 
excess of 5 percent of the par value of the other securities of Sierra and therefore 
will not be exempt by virtue of section 204 (e) from the requirements of sec- 
tion 204 (a). 

(9) Sierra is not organized and operating in a State under the laws of which 
its security issues are regulated by a State commission within the meaning of 


section 204 (f) of the act, and the proposed issuance is, therefore, not exempt 
by virtue of that section from the requirements of section 204 of the act. 

(10) The proposed issuance of promissory notes will enable Sierra to retire 
certain presently outstanding promissory notes and, together with other funds, 
to reimburse its treasury for construction expenditures heretofore made and to 
earry forward the construction program now in progress and as contemplated 
in 1954. 


(11) The proposed issuance of securities as hereinafter authorized will be 
for a lawful object, within the corporate purposes of Sierra and compatible 
with the public interest which is appropriate for and consistent with the proper 
performance of service by Sierra as a public utility and which will not impair 
its ability to perform that service, and is reasonably appropriate for such 
purposes. 

(12) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed issuance of short-term promissory notes by Sierra and the 
renewals thereof maturing on or befcre December 31, 1954, in an aggregate face 
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amount not in excess of $3,000,000 at any one time, as described above, upon 
the terms and conditions and for the purposes specified in the application, is 
hereby authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions herein authorized 
are consummated on or before December 31, 1954. 

(C) The foregoing authorization is without prejudice to the authority of 
the Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuation estimates or determinations of cost, or any matter whatsoever 
which may come before the Commission, or any other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission in 
any estimate or determination of cost or any valuation of property claimed or 
asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect to any securities to which 
this order related. 


Order further amending license (major) 
Pacific Gas & Electric Co. 
Project No. 78 


October 20, 1953 


Application was filed October 15, 1951, by Pacific Gas & Electric Co., licensee 
for major project No. 78, for amendment of license for the project located on 
South Fork American River in E] Dorado County, Calif., affecting patented lands 
and lands of the United States within Eldorado National Forest. 

The application requests amendment of license to provide for alterations in 
project works and project area as shown on the exhibits submitted and herein- 
after specifically described. 

(a) A new rock-filled crib diversion dam a short distance downstream from 
the one which was destroyed by flood in November 1950; 

(b) A new flume intake and a short section of flume connecting with the 
existing flume; 

(c) A 0.5-mile road on south side of the river extending to the new dam; 

(d) A cable suspension foot bridge across the river about a mile downstream 
from the dam affording access to the flume; 

(e) Appurtenant facilities; 

(f) Enlargement of the project area by inclusion of land flooded by the di- 
version pool and of land occupied by access road and footbridge, which enlarge- 
ment will include 17.66 acres of lands of the United States within Eldorado 
National Forest. 

The amendment is necessary in order to authorize the construction and to 
show and describe correctly in the license the alterations. 

The Chief of the Forest Service, the Secretary of the Interior, and the Cali- 
fornia Department of Fish and Game have reported favorably on the application, 
and the latter two agencies have requested that certain provisions in the interests 
of fishlife be included in the license to which the licensee has objected, one con- 
dition being that the licensee release a minimum of 20 cubic feet per second of 
water from the Chute Camp diversion dam into the natural stream channel. 

The Commission finds: 

(1) Due and proper notice has been given and published of the filing of the 
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application for amendment of license as required by statute and by rules and 
regulations of the Commission and no objection or protest has been made or filed. 

(2) The license as herein amended will not alter the basic facts upon which 
the license was issued, nor will the project as amended and changed interfere or 
be in consistent with the purposes for which Eldorado National Forest was 
created or acquired. 

(3) The annual charges to be paid under the license, as herein provided by 
this amendment, for reimbursing the United States for the costs of administra- 
tion of part I of the act and for recompensing the United States for the use, 
occupancy and enjoyment of its lands are reasonable as fixed and specified. 

(4) Exhibits K-1, dwg. 409052 (F. P. C. No. 78-39), and L-1, dwg. 409053 
(F. P. C. No. 78-40) are in conformity with the Commission’s rules and regu- 
lations and should be approved as parts of the license. Exhibits K-1 and L-1 
supersede exhibit E-2, sheet 3 (F. P. C. No. 78-2) and, in part, exhibit E, sheet 2 
(F. P. C. 78-28). 

(5) It is desirable to reserve for determination at a later dute what conditions, 


if any, should be included in the license in the interest of fish and wildlife 
resources. 


The Commission orders: 

(A) The license for project No. 78, as amended, be and hereby is further 
amended, effective as of January 1, 1951, as follows: 

PARAGRAPH I. Article 1, paragraphs A and C of said license as heretofore 
amended, be further amended by excluding therefrom reference to exhibit E-2, 
sheet 3 (F. P. C. No. 78-2) and by including in said article exhibit K-1 (F. P. C. 
No. 78-39) and exhibit L-1 (F. P. C. No. 78-40) ; by excluding therefrom reference 
to exhibit F, consisting of a typewritten document containing field notes of survey 
of American River flume and ditch from dam to powerhouse; and by adding to 
paragraph C thereof subparagraphs (k), (1), and (m), so that said article as 
amended shall read as follows: 

Article 1. The project covered by and subject to this license is located partly 
on lands of the United States both within and without the Eldorado National 
Forest and consists of— 

A. All lands constituting the project area and inclosed by the project boundary 
or the limits of which are otherwise defined, and/or interests in such lands 
necessary or appropriate for the purposes of the project, whether such lands 
or interests therein are owned or held by the licensee or by the United States; 
such project area and project boundary being more specifically shown or de- 
scribed by certain exhibits which formed part of the application for license and 
applications for amendment thereof and which are designated and described as 
follows: 

Evhibit E.—Sheet No. 2 (F. P. C. No. 78-28) (except insofar as details are 
shown on exhibit K-1 (F. P. C. No. 78-39) ), entitled “General map of project 
works,” signed by F. C. Gordon March 1, 1924, and revised by the Commission 
on February 1, 1938, and July 24, 1934. 

Evhibit E.—Sheet 2A (F. P. C. No. 78-38), a map bearing drawing No. 48690, 
entitled “Transmission line from American River power house to Camino Junc- 
tion,” signed on July 31, 1939, by Pacific Gas & Electric Co. 

Exhibit E-2.—A map in five sheets entitled “Map and profile of ditch and 
flume”; sheets Nos. 4 to 7, inclusive, bearing F. P. C. Nos. 78-3 to 6, inclusive, 
signed by J. Wm. Link on March 20, 1919; sheet No. 9 bearing F. P. C. No. 
78-7, signed by J. Wm. Link, on December 3, 1919. 

Exhibit E-4.—A map in one sheet bearing F. P. C. No. 78-16 entitled “Map 














ORDERS 1307 


«f lots 41 and 42 including power house site, American River hydroelectric plant 
showing relation to U. 8S. Government lands,” signed by J. Wm. Link on 
December 3, 1919. 

Exhibit E-6.—A map in one sheet bearing F. P. C. No. 78-31 entitled “Power 
house road location map,” signed by F. C. Gordon on March 1, 1924. 

Exhibit E-6-P.—A map in one sheet bearing serial No. 47380, F. P. C. No. 
78-36. entitled “Map of transmission, telephone and signal lines from American 
River power plant to Finnon Reservoir and to camp 2 in T. 11 N., R. 11 EB., 
M. D. B. & M.,” and signed on December 31, 1935, Pacific Gas & Electric Co. by 
P. M. Downing, vice president and general manager. 

Exhibit E-6-T.—A map in one sheet bearing F. P. C. No. 78-35 entitled “Tele- 
phone line from American River power house to Placerville,” signed by P. M. 
Downing on October 15, 1933. 

Erhibit E-8.—A typewritten document in 15 sheets entitled “Statement of 
lands included in project area owned in fee by the Western States Gas & 
Electric Co. Statement of rights-of-way and water rights on lands embraced by 
project works,” signed by F. C. Gordon on March 1, 1924, exclusive of those 
parts of said document pertaining to water rights, and describing lands and 
rights-of-way occupied by Finnon Reservoir, Summerfield Ditch, One Eye Ditch, 
and transmission line substations. 

Ecvhibit K-1.—Drawing 409052 (F. P. C. No. 78-39) “Diversion and flume, 
American River Project.” 

B. All water rights and rights of users, reference to which is made in exhibit 
E-8 cited above, exclusive of those rights for the diversion of water from One 
Eye Creek and Slab Creek. 

C. All project works consisting of— 

(b) American River conduit for conveying water from South Fork American 
River to power plant, capacity 160 second-feet, length about 7.3 miles, consisting 
of approximately 37,113 feet of canal and flume and about 1,483.5 feet horizontal 
length of penstocks. 

(e) American River power house in the SW4SW%, sec. 20, T. 11 N., R. 11 
11 E., M. D. M., containing two 2,115-kilovolt-ampere generators each driven by 
a double overhung Pelton wheel rated at 3,000 horsepower and one 1,875 kilovolt- 
ampere generator driven by a single overhung Pelton-Doble impulse wheel of 
2.100 horsepower, operating head 572 feet. 

(f) A 60,000-volt three-phase main transmission line and substation at said 
American River power house, said transmission line being about two miles in 
length and extending from said substation at American River power house to 
the point of interconnection with the main transmission line from the Eldorado 
power house (project No. 184), said point being in sec. 32, T. 11 N., R. 11 E., 
M. D. B. & M. 

(h) A power line, 2,200-volt single-phase, from said American River power 
house to Finnon Reservoir with a branch from said line to a point designated as 
camp No. 2 on the American River Canal. 

(i) Telephone lines as follows: 

(i-1) A line composed of two circuits attached to the main transmission line 
Structures extending from American River power house to Camino Junction in 
sec. 32, T. 11 N., R. 11 E., M. D. B. & M.; 

(i-2) A line on the poles of the 2,200-volt power line from the American River 
power house to Finnon Reservoir ; 

(i-3) A line located on the right-of-way for the American River Canal from 
the American River power house to the diversion dam on American River; 
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(i-4) A line extending from American River power house in a southerly direc- 
tion generally parallel to the main transmission line right-of-way for a distance of 
approximately 10,000 feet, thence in a southwesterly direction to Placerville, 
crossing the transmission line right-of-way at a point approximately 1,000 feet 
north of Camino Junction. 

(j) A wagon road from the public highway in sec. 28, T. 11 N., R. 11 E,, 
M. D. M., to the American River power house; 

(k) New Chute Camp Diversion Dam of rock-fill crib construction and about 
35 feet of maximum height located across South Fork American River in sec. 
24, T. 11 N., R. 11 E., M. D. M. (just downstream from the location of an old 
Similar type dam now non-existent), and containing a new flume intake and 
short section of flume for transition to the existing project flume; and a reservoir 
formed by the dam, said reservoir being located in sec. 24, T. 11 N., R. 11 B., and 
secs. 19 and 20, T. 11 N., R. 12 E., M. D. M. 

(1) An access road about 0.5 mile long to the left side of the diversion dam 
from a point on the existing road in sec. 25, T. 11 N., R. 11 E., M. D. M. 

(m) A cable suspension footbridge across South Fork American River, about 
one mile downstream from the diversion dam, for access to the flume in sec. 25, 
2. TiN BR. B.D. Mh. 


the location, nature, and character of which project works are more specifically 
shown and described by certain exhibits hereinbefore cited in paragraph A and 
by the following exhibits: 

Evrhibit L-1.—Drawing 409053 (F. P. C. No. 78-40) “Diversion dam, flume and 
canal, American River project.” 

Evrhibit M.—A typewritten statement in two sheets entitled “General descrip- 
tion and general specifications of mechanical, electrical, and transmission equip- 
ment and appurtenances for American River plant of Pacific Gas & Electric Co 
(project No. 78),” and received in the office of the Commission on September 
11, 1939. 

D. All other structures, fixtures, equipment, or facilities, used or useful in 
the maintenance and operation of the project and located upon the project area, 
including such portable property as may be used and useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as a part of the project 
works is approved or acquiesced in by the Commission; also all other rights, 
easements, or interests, the ownership, use, occupancy, or possession of which is 
necessary or appropriate in the maintenance and operation of the project or 
appurtenant to the project area. 

ParaGRAPH II. Article 16 of the license is deleted therefrom and the following 
article is substituted therefor : 

Article 25. The licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of adminis- 
tration of part I of the act, 1 cent per horsepower on the installed capacity 
(7,600 horespower) plus 2% cents per 1,000 kilowatt-hours of gross energy 
generated by the project during the calendar year for which the charge is 
made; 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands exclusive of those used for transmission line right- 
of-way, $382.04; 
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(iii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands for transmission line right-of-way, $4.40. 
PARAGRAPH III. Two new articles are added to read as follows: 

Article 26. The licensee shall commence construction on the alterations to 
the project works on or before August 1, 1951, and shall complete construction 
of the work contemplated by the October 15, 1951, application for amendment 
of license on or before December 31, 1951. 

Article 27. The licensee shall construct, maintain, and operate such protec- 
tive devices and comply with such reasonable modification of the project struc- 
tures and operation (including release of water from the Chute Camp Dam) 
in the interest of fish and wildlife resources as may hereafter be prescribed 
by the Federal Power Commission upon the recommendations of the California 
State Department of Fish and Game and the Secretary of the Interior. 

(B) Exhibit K-1 (F. P. C. No. 78-39), exhibit L-1 (F. P. C. No. 78-40), and 
exhibit E, sheet 2 (F. P. C. No. 78-28), revised to indicate what details thereon 
are superseded by exhibit K—1, are approved as a part of the license. 

(C) Exhibit E-2, sheet 3 (F. P. C. No. 78-2), and exhibit F, containing field 
notes of survey of American River flume and ditch as of October 7, 1918, are 
excluded from the license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the 
act, and failure to file such an application shail constitute acceptance of this 
license amendment. In acknowledgment of the acceptance of this amendment, 
it shall be signed for the licensee and returned to the Commission within 60 
days from the date of issuance of this order. 


























Order accepting surrender of license (transmission line) 
Mrs. Dan E. Rovero 
Project No. 1022 


October 20, 1953 





















Application was filed September 4, 1953, by Mrs. Dan E. Rovero, licensee for 
transmission line project No. 1022, for surrender of her license for the project 
affecting lands of the United States within the Stanislaus National Forest in 
Tuolumne County, Calif. 

The source of energy flowing over the line appears to be the Early Intake hydro- 
electric plant which is part of the city of San Francisco’s Hetch Hetchy project 
constructed and operated under authority of a special act of Congress. However, 
the line in question does not appear to be connected directly to the Early Intake 
plant but to a line or system serving Camp Mather. 

Annual charges imposed in the license for the line have been paid for the 
calendar year 1952. 

The Commission finds: 

The transmission line constituting project No. 1022 is not part of a project 
as defined in section 3 (11) of the Federal Power Act and therefore is not subject 
to the licensing authority of the Commission. Consequently, acceptance of sur- 
render of license for the line is appropriate as hereinafter provided. 

The Commission orders: 

Surrender of the license for transmission line project No. 1022 is hereby ac- 
cepted, effective as of January 1, 1953. 
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Order amending preliminary permit 


The Washington Water Power Co. 
Project No. 2075 


October 20, 19538 


Application was filed May 20, 1953, and supplemented July 7, 1953, by The 
Washington Water Power Co., permittee for proposed major project No. 2075, 
to be known as the Noxon Rapids project, to be located on Clark Fork, navigable 
waters of the United States, in Sanders County, Mont., and affecting public 
lands and lands of the United States within the Cabinet National Forest, for 
amendment of the preliminary permit for the project to cover an enlarged 
project and to provide additional time for investigation of the project under the 
permit. 

The enlarged project, as set forth in the application for amendment of the 
permit, would consist of— 

A dam at the Noxon Rapids site creating a reservoir extending about 41 miles 
to the tailwater of constructed project No. 1869 (Thompson Falls) with normal 
pool at about elevation 2,335 feet; a powerhouse with an installed capacity 
commensurate with the proposed enlarged project; a transmission line; and 
appurtenant facilities. 

Applicant states that explorations indicate that foundation conditions at the 
Trout Creek site, located upstream from the Noxon Rapids site, are not very 
promising and that it is possible that the most comprehensive plan for develop- 
ment of the reach of Clark Fork between Noxon Rapids and Thompson Falls 
would be the erection of a higher dam at Noxon Rapids. 

The preliminary permit for the project was issued March 28, 1952, for a period 
effective from April 1 through October 31, 1952, and by order issued October 
14, 1952, the period of the permit was extended from October 31, 1952, to and 
including October 31, 1953. 

The Secretary of the Army and the Chief of Engineers have reported favor- 
ably on the application. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Cabinet National Forest, has reported favorably on the 
application. 

An Assistant Secretary of the Interior, acting for the Secretary of the In- 
terior, has reported favorably on the application subject to the inclusion of 
certain stipulations in any license that ultimately may be issued for the project. 

The Commission finds: 

(1) It will not be inconsistent with the public interest to amend the preliminary 
permit for proposed project No. 2075 to cover an enlarged project and to extend 
the period of the permit to and including March 31, 1955, thereby completing 
the three-year period allowed in section 5 of the Federal Power Act for the 
purpose of maintaining priority of application for a license under the act. 

(2) Public notice has been given as required by the Federal Power Act. 

The Commission orders: 

(A) The preliminary permit for proposed project No. 2075, which was issued 
March 28, 1952, to The Washington Water Power Co. for a period effective from 
April 1 through October 31, 1952, and the period of which was extended on 
October 14, 1952, from October 31, 1952, to and including October 31, 1953, is 
hereby amended, effective as of October 1, 1953— 
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(i) To cover an enlarged project as described in the second paragraph, at 
page 1, hereof; and 

(ii) To extend the period of the permit from October 31, 1953, to and in- 
cluding March 31, 1955. 

(B) This amendment in the manner set out above shall not operate to alter 
or amend the preliminary permit, the period of which was extended on October 
14, 1952, in any other respect, and shall not in any way constitute a waiver of 
any other part, provision or condition of the permit. 

(C) This order shall become final within 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by section 313 (a) of 
the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this amendment of preliminary permit. In acknowledgment of 
the acceptance of this amendment of preliminary permit, it shall be signed for 
the permittee and returned to the Commission within 60 days from the date of 
issuance of this order. 


Findings and order issuing certificates of public convenience and necessity and 
authorizing end approving abandonment of facilities 


Central Kentucky Natural Gas Co., The Manufacturers Light and Heat Co., Nat- 


ural Gas Co. of West Virginia, G-1905; Cumberland and Allegheny Gas Co., 
and Home Gas Co., G—2059; Atlantic Seaboard Corp., and Virginia Gas Trans- 
mission Corp., G—2062 


October 21, 1953 


Central Kentucky Natural Gas Co. (Central Kentucky), on March 3, 1952, 
filed an application in docket No. G—1905, for a certificate of public convenience 
and necessity pursuant to section 7 of the Natural Gas Act, authorizing the con- 
struction and operation of approximately 8.8 miles of 20-inch loop line parallel- 
ing its existing 14-inch line “E”, extending northward from North Means, Ky., 
to complete the looping of said line “E”. 

This Commission, on May 27, 1952, issued an order consolidating the proceeding 
in docket No. G-1905 with other proceedings for purpose of hearing, and fixed 
June 23, 1952, as the date for such hearing to commence. Hearings were held 
from June 23, 1952, through July 8, 1952, and on March 5, 1953, the initial de- 
cision of the presiding examiner was issued, wherein, among other things, said 
presiding examiner recommended that the certificate requested by Central Ken- 
tucky be issued. An order issued on May 1, 1953, modified, and affirmed as 
modified, the initial decision of the presiding examiner, and, among other things, 
denied the application of Central Kentucky. Thereafter, the Commission issued 
an order on June 26, 1953, in part denying and in part granting certain applica- 
tions for rehearing, in which, among other things, rehearing was granted upon 
the application filed in docket No. G—1905. Further hearing was held, com- 
mencing September 21, 1953, and concluding on September 24, 1953, upon the 
applications filed in docket Nos. G-1905, G-—2059, and G-—2062, together with 
certain other proceedings consolidated therewith for purpose of hearing. 

Atlantic Seaboard Corp. (Atlantic Seaboard) and Virginia Gas Transmission 
Corp. (Virginia Gas), on September 12, 1952, filed a joint application, which 
was supplemented on December 11, 1952, and amended on February 26, 1953, in 
docket No. G-2062, for a certificate of public convenience and necessity pur- 
suant to seetion 7 of the Natural Gas Act, authorizing the construction and 
operation of a new 5,500-horsepower reciprocating compressor station in Upshur 
County, W. Va., to be known as Cleveland compressor station, at a point ap- 
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proximately 65 miles east of its affiliate’s, United Fuel Co., Cobb compressor 
station. The compressor station is to consist of five 1,100-horsepower gas en- 
gine driven compressor units and appurtenant facilities. Authorization to in- 
stall an additional 1,760 horsepower at its existing Lost River compressor station 
in Hardy County, W. Va., to consist of one additional 1,100 horsepower unit, 
and the supercharging of three existing 880-horsepower units to 1,100 horse- 
power is also sought. 

The Manufacturers Light & Heat Co. (Manufacturers), Natural Gas Co. of 
West Virginia (Natural Gas), Cumberland & Allegheny Gas Co. (Cumberland 
& Allegheny), and Home Gas Co. (Home), on September 12, 1952, filed a joint 
application in docket No. G—2059, which was supplemented on March 2, 1953, 
and on March 5, 1953, and amended during the course of hearing, for certificates 
of public convenience and necessity pursuant to section 7 (c) of the Natural 
Gas Act, authorizing said applicants to construct and operate certain natural- 
gas transmission facilities, and for an order authorizing and approving the 
abandonment and retirement of certain facilities, constituting an aggregate of 
41 separate jobs originally proposed, but subsequently, by said amendment, re- 
duced to 16 separate proposed jobs. The various proposed jobs and the facilities 
thereby proposed to be constructed and operated or abandoned and retired are 
set out in the attached appendix A. 

Pursuant to a motion made orally on the record during the course of hearing 
by counsel for applicants, and concurred in by all counsel present and partici- 
pating in said hearing, the intermediate decision procedure in these proceedings 
was waived and the record herein was certified to the Commission for final 
decision. 

The record shows that the facilities proposed by Central Kentucky in docket 
No. G—1905, although found not to be required by the public convenience and 
necessity in the previous hearing, now appear to be required to enable Central 
Kentucky to meet the estimated requirements of the Cincinnati Gas & Electric 
Co. and The Union Light, Heat & Power Co., which operate in the Cinicinnati, 
Ohio, area, during the winter of 1953-1954. Central Kentucky has obligated 
itself to sell and deliver up to a maximum total of 305,800 M. c. f. per day of 
natural gas to the Cincinnati Gas & Electric Co. and The Union Light, Heat 
& Power Co. for service in the Cincinnati, Ohio, area during the winter of 
1953-1954. The existing delivery capacity of the facilities serving that area 
is approximately 299,000 M. c. f. per day. The proposed facilities will provide 
capacity substantially in excess of the 6,800 M. c. f. per day, the estimated 
deficiency of existing facilities. To limit construction only to the portion 
required to transport known gas supplies to the Cincinnati area during the 1953- 
1954 winter would involve piecemeal construction which would increase’ the 
total cost of the 8.8 miles of line by approximately $80,000 over a 3-year period. 
It appears appropriate, to avoid such unnecessary construction costs, to authorize 
construction of the entire 8.8 miles of lime. The estimated total cost of con- 
structing the proposed facilities is approximately $706,300, an increase of ap- 
proximately $30,000 since the application was originally filed, attributable prin- 
cipally to increased cost of pipe. The cost of construction is proposed to be 
financed through funds to be obtained from Central Kentucky’s parent, the 
Columbia Gas System, Inc., which has advised Central Kentucky that it will 
provide such funds. 

The proposed facilities will provide initially large excess capacity. The au- 
thorization granted herein will be subject to further order with respect to such 
appropriate overall limitations upon transportation and deliveries of natural gas 
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by the operating subsidiaries of the Columbia Gas System, Inc., as are required 
by ithe record in the consolidated proceedings in which hearings have not been 
concluded. 

The facilities proposed by Manufacturers and Natural Gas, except for jobs 
Nos. 1 and 2, described in appendix A hereof, involve replacement of existing 
facilities due to their inadequacy. 

Jobs Nos. 1 and 2 represent additions to the main system of Manufacturers 
which are shown to be required to overcome existing inadequacies in capacity, 
and to enable Manufacturers to meet the estimated requirements of its customers 
to be served from the proposed facilities. The record shows that in all instances 
where new facilities are proposed by the applicants in docket No. G—-2059, such 
facilities are necessary to meet the anticipated requirements of the 1953-1954 
winter in the area involved. Applicants have eliminated from their proposals all 
facilities originally proposed in their joint application which are considered as 
not absolutely necessary for service during the 1953-1954 winter season. During 
the course of hearing counsel for said applicants orally moved for amendment of 
the application in docket No. G—2059 to conform to the evidence, thereby effecting 
such eliminations. 

The estimated total cost of construction, including cost of retiring and salvage, 
involved in the various projects proposed by Manufacturers is $2,697,220 and for 
Natural Gas such cost is estimated to be $77,068. Since retirements only are 
proposed by Cumberland & Allegheny* and Home, no construction costs are 
involved. The funds for financing the costs of construction and retirement of 
facilities have been provided by the parent company of applicants, the Columbia 
Gas System, Inc. Cumberland & Allegheny and Home will net approximately 
$6,100 and $11,600, respectively from the retirements proposed by them. 

The facilities proposed by Atlantic Seaboard and Virginia Gas in their original 
application have been reduced by elimination of certain proposed facilities be- 
cause of decreases in the estimated peak-day requirements of those companies 
during the 1953-1954 winter season. The present proposal is to construct only 
the facilities which the record shows will be required by Atlantic Seaboard to 
meet the estimated peak-day requirements for the 1953-1954 winter. Present 
capacity of the Seaboard system, which includes the facilities of Virginia Gas, is 
shown by the record to approximate 426,400 M. c. f. per day, and the estimated 
1953-1954 peak-day requirements are approximately 481,800 M. c. f. per day, 
including gas required for fuel, and lost and unaccounted for gas. Approximately 
6,700 M. ec. f. of these volumes consist of locally produced gas which will not 
pass through the main transmission facilities of the Seaboard system and 3,400 
M. ec. f. which will not be transported because of limited gas supplies available to 
Atlantic Seaboard from the pooled gas supply of the Columbia system. The 
proposed facilities will be adequate to remedy the remaining indicated 45,300 
M. c. f. deficiency. 

The estimated total overall capital cost of the facilities proposed by Atlantic 
Seaboard is $2,986,500, which will be financed through funds to be obtained from 
the parent of Atlantic Seaboard, the Columbia Gas System, Inc. 


1The order of the Commission issued on March 23, 1953, in docket No. G—2060, author- 
ized Manufacturers to acquire from Cumberland & Allegheny, and to operate, the latter’s 
facilities, including the compressor station facilities proposed to be abandoned in docket 
No. G-2059. Said order required that such acquisition be completed within 1 year from 
the date of issuance thereof, and that Manufacturers report to the Commission within 10 
days from the date of consummation of such acquisition the fact thereof. No such nctice 
has been received by the Commission. 
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Temporary authorizations have been granted for the construction of the facili- 
ties proposed in docket Nos. G—-1905 and G—2062, and for a portion of the facilities 
proposed in docket No. G—2059. 

Since the facilities which we propose to authorize in docket Nos. G-2059 and G- 
2062 will provide some additional capacity on the respective systems of the ap- 
plicants therein, our order will provide that such authorizations shall be subject 
to further order of the Commission respecting appropriate limitations, if any, 
upon their use as may be required by the record in the consolidated proceedings 
wherein further hearings are to be held. 

The Commission finds: 

(1) Applicant, Central Kentucky Natural Gas Co., a Kentucky corporation 
having its principal place of business in Charleston, W. Va., owns and operates, 
among other facilities, a natural-gas transmission pipeline system located in the 
State of Kentucky, is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption, and is, there- 
fore, a “natural-gas company,” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order of September 7, 1943, in docket 
No. G-338, 3 F. P. C. 1083-84. 

2) Applicants, The Manufacturers Light & Heat Co., a Pennsylvania corpora- 
tion, Natural Gas Co. of West Virginia, an Ohio corporation, Cumberland & 
Allegheny Gas Co., a West Virginia corporation, and Home Gas Co., a New York 
corporation, each having its principal place of business in Pittsburgh, Pa., are all 
engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdiction of the 
Commission, and each is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its orders of August 
31, 1943, in docket No. G-496, 3 F. P. C. 1079, and December 29, 1944, in docket 
No. G-593, 4 F. P. C. 821, of December 28, 1943, in docket No. G-387, 4 F. P. C. 
472, of October 26, 1943, in docket No. G-389, 4 F. P. C. 391, and of January 5, 
1943, in docket No. G-345, 3 F. P. C. 894, respectively. 

(3) Applicant, Atlantic Seaboard Corp., a Delaware corporation, having its 
principal place of business in Charleston, W. Va., owns and operates, among 
other facilities, a natural-gas transmission pipeline system located in the States 
of Kentucky, West Virginia, and Maryland, is engaged in the transportation 
and sale of natural gas in interstate commerce for resale for ultimate public con- 
sumption, subject to the jurisdiction of the Commission, and is, therefore, a 
“natural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its order of March 16, 1943, in docket No. G—284, 
3 F. P. C. 941. 

(4) The facilities which Central Kentucky, Manufacturers, Natural Gas, and 
Atlantic Seaboard propose to construct and operate, as hereinbefore described, 
are proposed to be used in the transportation and sale of natural gas in inter- 
state commerce subject to the jurisdiction of the Commission, and the construc- 
tion and operation thereof by said applicants are subject to the requirements of 
subsections (c) and (e) of section 7 of the Natural Gas Act. 

(5) The facilities hereinbefore described which Manufacturers, Cumberland 
& Allegheny, and Home propose to abandon are used for the transportation and 
sale of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, as integral parts of said applicants’ existing pipeline systems, and the 
abandonment thereof by said applicants is subject to the requirements of sub- 
section (b) of section 7 of the Natural Gas Act. 


(6) Applicants, Central Kentucky, Manufacturers, Natural Gas, and Atlantic 
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Seaboard, are able and willing properly to do the acts and to perform the service 
proposed to be rendered by means of the facilities proposed to be constructed as 
hereinbefore described, and to conform to the provisions of the Natural Gas 
Act, and the requirements, rules, and regulations of the Commission thereunder. 

(7) The construction and operation of the proposed facilities by applicants, 
Central Kentucky, Manufacturers, Natural Gas, and Atlantic Seaboard, are re- 
quired by the public convenience and necessity, and a certificate therefor should 
be issued to each of said applicants, as hereinafter ordered and conditioned. 

(8) The proposed abandonment of the facilities hereinbefore described, as 
more fully described in appendix A hereof, by Manufacturers, Cumberland & 
Allegheny, and Home is permitted by the public convenience and necessity, and 
permission and approval of the abandonment thereof should be granted as here- 
inafter ordered and conditioned. 

(9) It is appropriate, for carrying out the provisions of the Natural Gas Act, 
and public interest requires that the authorizations hereinafter granted shall be 
subject to any orders of the Commission imposing limitations upon maximum 
volumes which may be transported and delivered by the Columbia Companies 
which are or hereafter may be in effect, and that these proceedings should remain 
open for further hearing and final decision with respect to such limitations, 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Central Kentucky Natural Gas Co. to construct and operate 
the facilities hereinbefore described, all as more fully described in the application 
in docket No. G—1905, for the transportation and sale of natural gas as therein 
set forth, subject to the jurisdiction of the Commission, upon the terms and con- 
ditions of this order. 

(B) Certificates of public convenience and necessity be and the same hereby 
are issued authorizing The Manufacturers Light & Heat Co. and Natural Gas 
Co. of West Virginia to construct and operate the facilities hereinbefore described, 
all as more fully described in the application, as supplemented and amended, 
in docket No. G—2059, for the transportation and sale of natural gas as therein 
set forth, subject to the jurisdiction of the Commission, upon the terms and con- 
ditions of this order. 

(C) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Atlantic Seaboard Corp. to construct and operate the 
facilities hereinbefore described, all as more fully described in the application, 
as supplemented and amended on the record, in docket No. G-—2062, for the 
transportation and sale of natural gas as therein set forth, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order. 

(D) The certificates issued in paragraphs (A), (B), and (C), above, shall be 
accepted in writing, and under oath by a responsible official of each of said appli- 
cants to which such certificates issue, and the general terms and conditions 
set forth in paragraphs (1), (2), (3) (i), 3 (iii), 3 (iv), and (5) of section 157.20 
of the Commission’s rules of practice and procedure shall attach to the issuance 
of each of said certificates and to the exercise of the rights granted thereunder. 

(E) The certificates granted in paragraphs (A), (B), and (C), above, shall 
be subject to any orders of the Commission imposing limitations upon maximum 
volumes which may be transported and delivered by any of the operation sub- 
Sidiaries of the Columbia Gas System, Inc. which now are or hereafter may be 
in effect. 

(F) The time within which the facilities hereby authorized in paragraphs 
(A), (B), and (C), above, shall be constructed and placed in actual operation 
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as provided by paragraph (2) of section 157.20 of the Commission’s rules of 
practice and procedure is hereby fixed at 6 months from the date on which this 
order issues. 

(G) Applicants, The Manufacturers Light & Heat Co., Cumberland & Allegheny 
Gas Co., and Home Gas Co., be and they hereby are authorized to abandon the 
facilities described in appendix A hereof as jobs Nos. 34, 38, and 41, respectively, 
as more fully described in their application, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(H) The applicants to whom authorization and approval of the abandonment 
of facilities has been granted in paragraph (G), above, shall report to the 
Commission, in writing and under oath, the date on which said facilities were 
abandoned as herein authorized. 

(I) The proceedings in docket Nos. G—1905, G—2059, and G-—2062 shall con- 
tinue to be consolidated with the proceedings enumerated in the Commission’s 
orders issued on May 27, 1952, and on June 26, 1953, for purpose of hearing, and 
shall remain open for further hearing, at a time and place to be fixed by further 
order of the Commission, for the reception of evidence with respect to limitations 
upon transportation and deliveries of natural gas and the filing of appropriate 
emergency service rules and a uniform curtailment rule as may be required by 
the record in such hearing. 


APPENDIX A 


Manufacturers proposes the following jobs : 

Job No. 1.—Construct and operate 14 miles of 26-inch O. D. pipeline between 
Donegal Township, Washington County, Pa., and Hickory reducing station in 
Mt. Pleasant Township, Washington County, Pa., at an estimated total cost 
of $1,188,000. 

Job No. 2.—Construct and operate 13.75 miles of 12-inch transmission pipeline 
from Primrose gate nest, Robinson Township, Washington County, Pa., to 
Frankfort Springs gate nest, Hanover Township, Washington County, Pa., at an 
estimated total cost of $490,000. 

Job No. 10.—Construct and operate .123 miles of 3-inch transmission pipeline 
from a point in Franklin Township, Adams County, Pa., to the borough of 
Arendtsville, Adams County, Pa., and in connection therewith abandon in place 
and retire an existing 1.23 miles of 2-inch pipeline between the above two points. 
The estimated overall cost including retirement is $14,727. 

Job No. 11.—Construct and operate 1.78 miles of 6-inch transmission line 
along Route 30 in Hamilton Township, Adams County, Pa., and in connection 
therewith abandon in place and retire a like mileage of 2-inch line in the same 
locality. The total cost including retirement is estimated at $35,344. 

Job No. 18.—Construct and operate 2.58 miles of 16-inch transmission pipeline 
from a point in the borough of Emsworth to a point in the borough of Glenfield, 
all in Allegheny County, Pa., and in connection therewith abandon in place and 
retire 2.58 miles of existing 10-inch line to the above two points. The total cost 
including retirement is estimated at $300,000. 

Job No. 19.—Construct and operate 1.7 miles of 16-inch transmission pipeline 
from a point in Glenfield borough to a point in Haysville borough, all in Alle- 
gheny County, Pa., and in connection therewith abandon in place and retire 
0.78 miles of 10-inch and 0.81 miles of 12-inch transmission lines between the 
above two points. The estimated cost including retirement is $233,311. 

Job No. 23.—Construct and operate 0.28 miles of 12-inch river crossing from 
a point in Butler District, Hancock County, W. Va., across the Ohio River to a 
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point in Island Creek Township, Jefferson County, Ohio, and in connection 
therewith abandon in place transmission line in the same location. The esti- 
mated overall cost including retirement is $17,649. 

Job No. 25.—Construct and operate 3.44 miles of 4-inch transmission line from 
a point on Route 7 in Steubenville Township, Jefferson County, Ohio, to the 
community of New Alexander, and in connection therewith abandon in place 
and retire 2.68 miles of 2-inch and 0.76 miles of 3-inch line in the same location. 
The estimated overall cost including retirement is $44,602. 

Job No. 27.—Construct and operate 0.35 miles of 10-inch river crossing from a 
point in the city of Wheeling, Ohio County, W. Va., across the Ohio River to a 
point in the city of Martins Ferry, Belmont County, Ohio, and in connection 
therewith to abandon in place and retire 0.35 miles of 8-inch line between the 
above two points. The estimated overall capital cost including retirement is 
$83,960. 

Job No. 29.—Construct and operate 1.14 miles of 4-inch transmission line 
along Route 88 in the village of Bethlehem, Ohio County, W. Va., and in connec- 
tion therewith abandon in place and retire 0.88 miles of 1-inch transmission line 
in the same location. The estimated overall cost including retirement is $17,649. 

Job No. 30.—Construct and operate 2.04 mile of 16-inch transmission line along 
West Virginia Route No. 2 in the city of Wheeling, Ohio County, W. Va., and 
in connection therewith abandon in place and retire 1.76 miles of 10-inch line 
in the same location. The estimated overall cost including retirement is 
$159,558. 

Job No. 32.—Construct and operate 2.22 miles of 10-inch transmission line 
from a point in Taylor Township to a point in Shenango Township south of the 
city of New Castle, Lawrence County, Pa., and in connection therewith abandon 

The 
estimated overall cost including retirement is $62,335. 

Job No. 34.—Abandon, retire and remove 440 horsepower in compressor units, 
together with equipment and structures at Ryder compressor station, German 
Township, Fayette County, Pa. It is estimated that applicant will realize a net 
credit of $10,400 due to the salvage value of the equipment to be retired. 

Natural Gas proposes the following jobs: 

Job No. 35.—Construct and operate 7.46 miles of transmission line of which 
1.14 mile will be 3-inch pipe and 6.32 miles will be 4-inch pipe, between a point 
in Hanover Township and a point in Perry Township in Columbiana County, 
Ohio, and in connection therewith abandon in place and retire like mileage of 
8-inch line between the same two points. The overall cost including retirement 
is estimated at $77,068. 

Cumberland & Allegheny proposes the following: 

Job No. 38.—Abandon, retire and remove 75 horsepower in compressor units 
with equipment and structures at Rowlesburg compressor station, Reno District, 
Preston County, W. Va. Applicant anticipates a net credit of $6,100 due to the 
salvage value of the equipment to be retired. 

Home proposes the following: 

Job No. 41.—Abandon, retire and remove 180 horsepower in compressor units 
with structure and equipment at Hinman Corners compressor station near 
Hinman Corners, town of Chenango, Broome County, N. Y. Applicant estimates 
a total net salvage value of $11,600. 
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Order authorizing and approving acquisition and merger or consolidation of 
facilities 


Wisconsin Michigan Power Co. 
Docket No. E-6491 
October 28, 1953 


Wisconsin Michigan Power Co. (Wisconsin Michigan), incorporated under the 
laws of Wisconsin, qualified and authorized to do business as a foreign corpora- 
tion in the State of Michigan, having its principal business office in Milwaukee, 
Wisc., a subsidiary of Wisconsin Electric Power Co., a registered holding com- 
pany, in an application filed April 13, 1953, as amended July 29, 1953, pursuant to 
section 203 of the Federal Power Act, for authorization to acquire from the 
Kingsford Chemical Co. (Kingsford) the physical property and appurtenant 
flowage rights comprising the latter’s hydroelectric generating plant (Kingsford 
plant), located on the Menominee River, requested this Commission to dismiss 
the same for want of jurisdiction, or in the alternative to issue an order authoriz- 
ing such acquisition. 

The facilities to be acquired consist of a dam located on the Menominee River, 
partly in Dickinson County, Mich., and partly in Florence County, Wisc., to- 
gether with appurtenant flowage rights and a generating plant located entirely 
within the State of Michigan but excluding, among other things, (1) certain 
equipment presently located in the generating plant and used by Kingsford in 
connection with manufacturing operations carried on by it, and (2) certain 
transmission facilities and related equipment by means of which deliveries of 
energy from the Kingsford plant have been made to Wisconsin Michigan’s 
system. 

The facilities are proposed to be acquired under a purchase agreement dated 
February 26, 1953, which provides that Wisconsin Michigan will, in considera- 
tion for the proposed acquisition, pay Kingsford the amount of $1,522,000 through 
an initial down payment and a series of payments based upon an agreed amount 
per kilowatt hour of annual output of the Kingsford plant, with a minimum 
annual guarantee, for a period of 12 years from March 1, 1953. Of this total 
amount, $1,253,280 may be regarded as representing the principal amount ap- 
plicable to the proposed transaction and $268,720 the deferred interest payments 
computed on the unpaid portions of the principal amount at the rate of 3.6 per- 
cent per year. Wisconsin Michigan states that any amounts actually paid over 
the 12-year period which would be allocable to principal amount but which are 
in excess of $1,253,280 will, subject to regulatory Commission approval, be 
charged to power production expenses. 

The application indicates that although Wisconsin Michigan will, upon re- 
ceipt of the necessary regulatory Commission approval, take possession of the 
Kingsford plant, title thereto will, prior to the final payment as set forth in 
the aforesaid purchase agreement, remain in Kingsford. 

Upon acquisition of the Kingsford plant, Wisconsin Michigan proposes to 
record in its electric plant accounts the amount of $1,897,755.33 as representing 
the original cost of the Kingsford plant as shown by construction cost records 
and to credit its reserve for depreciation of electric plant, account 250, in the 
amount of $607,373.77 as representing estimated applicable accrued deprecia- 
tion to March 1, 1953. In terms of the principai consideration of $1,253,280 to be 
paid, there is, accordingly, an excess of the depreciated original cost of the 
facilities to be acquired over purchase price of $37,101.56, subject to certain 
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minor adjustments. This amount, which represents a credit acquisition ad- 
justment, Wisconsin Michigan also proposes to transfer to its reserve for depre- 
ciation of electric plant, account 250. 

The application states that since December 1, 1942, and continuously there- 
after, Wisconsin Michigan has purchased, from Kingsford and its predecessor, 
energy on a nonfirm basis from the Kingsford plant to help meet its energy 
requirements and that the proposed acquisition will enable it to better serve its 
electric customers by adding more firm generating capacity to its system, which 
system firm capacity is presently inadequate during substantial portions of the 
year to meet Wisconsin Michigan’s load requirements. 

Written notice of the application has been given to the Public Service Com- 
mission of Wisconsin and the Michigan Public Service Commission and to the 
Governors of each of those States. Notice was also published in the Federal 
Register on April 21, 1953 (18 F. R. 2301), stating that any person desiring to be 
heard or to make any protest with reference to the application should file a peti- 
tion or protest on or before May 6, 1953. No protest or petition or request to be 
heard in opposition to granting such application has been received. 

The Public Service Commission of Wisconsin by three orders dated July 7, 1953, 
authorized Wisconsin Michigan to execute and issue as a security the purchase 
agreement with Kingsford, dated February 26, 1953, to acquire the Kingsford 
plant and to place the same in operation. 

By letter dated May 13, 1953, the Michigan Public Service Commission stated 
that it did not, pursuant to the notice of intervention filed by it in this proceed- 
ing on April 27, 1953, desire a hearing or opportunity to submit written argu- 
ment and by order dated May 8, 1953, authorized Wisconsin Michigan to issue 
as a security the purchase agreement with Kingsford, dated February 26, 1953. 

The Securities and Exchange Commission in an order dated July 24, 1953, 
found “ * * * unnecessary * * * to determine whether or not * * * [the 
agreement between Wisconsin Michigan and Kingsford, dated February 26, 
1953] * * * constitutes a security within the meaning of section 2 (a) (16) of 
the * * * [Public Utility Holding Company Act of 1935] * * * and * * * 
[was] * * * of the opinion that if the * * * [agreement] * * * is a security 
that the issuance and sale thereof should be exempt * * * [from the require- 
ments of section 6 (a) of the Public Utility Holding Company Act of 1935] * * * 
pursuant to the provisions of section 6 (b) * * * [thereof] * * *.” 

Wisconsin Michigan and Kingsford, on April 27, 1953, filed, under part I of 
the Federal Power Act, a joint application, in project No. 2131, for an initial 
major license covering the Kingsford plant. 

The Commission finds: 

(1) Wisconsin Michigan, a corporation, is a public utility within the mean- 
ing of section 203 of the Federal Power Act, subject to the jurisdiction of the 
Commission as heretofore described and set forth in the Commission’s order 
entered May 29, 1951, In the Matter of Wisconsin Michigan Power Co., Docket 
No. E-6268. 

(2) By the proposed acquisition of the physical property and appurtenant 
flowage rights comprising the Kingsford plant, Wisconsin Michigan will merge 
or consolidate its facilities subject to the jurisdiction of the Commission with 
the facilities of another person within the meaning of section 203 of the Federal 
Power Act. 

(3) The foregoing described transaction is exempt from the requirements of 
SEC approval under the Public Utility Holding Company Act of 1935 and is 
therefore not exempt from the requirements of section 203 of the Federal Power 
Act by virtue of section 318 thereof. 
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(4) The proposed acquisition of facilities as hereinafter authorized will en- 
able Wisconsin Michigan to add to its aggregate firm generating capacity which 
is presently inadequate to meet load requirements during substantial periods of 
the year, and will be consistent with the public interest. 

The Commission orders: 

(A) Wisconsin Michigan’s request that its application for authorization to 
acquire the Kingsford plant pursuant to section 203 of the Federal Power Act 
be dismissed by this Commission for want of jurisdiction be and it hereby is 
denied. 

(B) The proposed acquisition and merger or consolidation by Wisconsin 
Michigan of the facilities of Kingsford, described above, be and the same here- 
by are authorized and approved upon the terms and conditions set forth in 
the application subject to the provisions of this order. 

(C) The acquisition and merger or consolidation by Wisconsin Michigan of 
the facilities of Kingsford as authorized and approved in the preceding para- 
graph (B) shall not become effective unless and until the Commission shall have 
in project No. 2131 issued a major license covering said facilities, and upon its 
issuance said license shall become effective and Kingsford shall have paid or 
assumed the obligation to pay the annual charges, as fixed in article 28 of the 
license, allocable to the period ending February 28, 1953. 

(D) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days from the entry of this order. 

(E) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any matter what- 
soever which may come before this Commission or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Commis- 
sion in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

Commissioner Digby not participating. 


Order authorizing and approving disposition and acquisition and merger or 
consolidation of facilities 


Malden Electric Co., Suburban Gas & Electric Co., and New England Power Co. 
Docket No. E-6493 


October 23, 1958 


Malden Electric Co. (Malden), Suburban Gas & Electric Co. (Suburban Gas), 
and New England Power Co. (NEPCO), all organized in Massachusetts and sub- 
sidiaries of the New England Electric System, filed a joint application on April 
13, 1953, and amendment thereto on June 11, 1953, for an order pursuant to sec- 
tion 203 of the Federal Power Act, authorizing Suburban Gas to merge into 
Malden which will change its name to Suburban Electric Co. (Suburban Elec- 
tric), and the sale by NEPCO and the acquisition by purchase by Suburban Elec- 
tric of certain 23-kilovolt lines and related equipment and the merger or con- 
solidation of its facilities with those proposed to be acquired, or, in the alternative, 
disclaiming jurisdiction of these transactions. 

The proposed consolidation is to be carried out in accordance with the terms 
of a merger agreement dated March 10, 1953, which provides among other things 
for the disposition of the gas properties of Suburban Gas and the issuance by 
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Malden of 43,852 additional shares of common stock, $25 par value, with an 
aggregate per value of $1,096,300 in exchange for the outstanding common stock 
of Suburban Gas having an aggregate par value of $1,363,825. Applicants state 
that while no original cost studies have been filed by Malden or Surburban Gas, 
the estimated original cost of their electric plant and property, which will be 
owned by Suburban Electric upon consummation of the proposed merger, was 
$16,035,483 as of December 31, 1952.2 As a result of the proposed merger Malden 
(which will change to Suburban Electric) will acquire all the electric operating 
facilities of Suburban Gas, consisting of transmission and distribution facilities, 
which will continue to be used by Suburban Electric in the area now served by 
Suburban Gas. 

The 23-kilovolt lines and related equipment which Suburban Electric proposes 
to purchase from NEPCO comprise lines extending south from NEPCO’s Melrose 
No. 2 substation to Malden and thence to Somerville and Revere. The facilities 
include 1.44 miles of overhead and 35.31 miles of underground line, together with 
the Malden No. 3 substation, and all of NEPCO’s equipment at Malden No. 5 and 
Revere substations. The purchase price, to be paid in cash, is fixed at the net 
book value of the lines and related facilities plus the cost of materials and sup- 
plies as of the closing date so that no acquisition adjustment will result from the 
transfer of such facilities. As of December 31, 1952 the purchase price would 
have amounted to approximately $761,000.2 Applicants state that after the 
transfer the lines will continue to be used for the delivery of electric energy from 
NEPCO’s high-tension system to the local distribution system of Suburban Elec- 
tric and will serve to interconnect and integrate Suburban Electric’s distribution. 

Applicants state that the merger will result in the substitution of a single 
unified electric company for the two separate operating companies now serving 
contiguous areas north of Boston, Mass., will result in economies and efficiency 
in operation not now obtainable, and will tend to simplify the New England 
System ; and that the proposed purchase and sale of the 23-kilovolt lines will per- 
mit Suburban Electric to conform to NEPCO’s standard delivery practice and to 
purchase energy at the standard wholesale rate without the necessity of addi- 
tional charges for the use of the lines. 

Written notice of the application has been given to the Department of Public 
Utilities of Massachusetts, the Public Service Commission of New Hampshire, 
the Public Service Commission of Vermont, and to the Governors of each of these 
States. Notice was also published in the Federal Register on April 23, 1953 
(18 F. R. 2387), stating that any person desiring to be heard or to make any 
protest with reference to the application should file a petition or protest on or 
before May 4, 1953. No protest or petition or request to be heard in opposition to 
the granting of such application has been received. 

The Department of Public Utilities of Massachusetts by order dated May 28, 
1953 approved the merger of Suburban Gas into Malden (which by change of 
name will become Suburban Electric) through the exchange of stock and the 
proposed sale by NEPCO and acquisition by Suburban Electric of the 23-kilovolt 
lines and related equipment. 

The Commission finds: 

(1) Malden, a corporation organized in Massachusetts, owns and operates 
facilities for the transmission of electric energy in interstate commerce, Sub- 


2The total recorded book cost of electric plant was $15,859,038, with applicable reserve 
for depreciation of $5,209,900. 

2 As of this date the original cost of the transmission facilities was $1,094,596, applicable 
depreciation was $359,516, and, in addition, there were materials and supplies in the 
amount of $25,994. 
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urban Gas, a corporation organized in Massachusetts, owns and operates facili- 
ties for the transmission and sale at wholesale of electric energy in interstate 
commerce, and Suburban Electric (to which Malden’s name will be changed 
with the merger into it of Suburban Gas) will own and operate facilities for 
the transmission and sale at wholesale of electric energy in interstate com- 
merce, in each case which is generated in New Hampshire and consumed in 
Massachusetts, all of which facilities are in addition to, and do not include 
facilities used for the generation of electric energy, facilities used in local 
distribution, or only for the transmission of electric energy in intrastate com- 
merce, or facilities for the transmission of electric energy consumed wholly by 
the transmitter. Malden and Suburban Gas are, therefore, public utilities, and 
Suburban Electric will be a public utility, within the meaning of that term as 
used in section 203 of the Federal Power Act. 

(2) NEPCO, a corporation organized in Massachusetts, owns and operates 
facilities, among others, for the transmission and sale at wholesale of electric 
energy transmitted between the States of Vermont, New Hampshire, Massa- 
chusetts and New York and consumed at points outside the State in which it is 
generated, all of which facilities are in addition to, and do not include, facilities 
used for the generation of electric energy, facilities used in local distribution, 
or only for the transmission of electric energy in intrastate commerce, or facili- 
ties for the transmission of electric energy consumed wholly by the transmitter. 
NEPCO is, therefore, a public utility within the meaning of that term as used 
in section 203 of the Federal Power Act. 

(3) By the proposed merger transaction Suburban Gas will dispose of facili- 
ties subject to the jurisdiction of the Commission having a value in excess of 
$50,000 and Malden (to be Suburban Electric) will acquire and merge or con- 
solidate its facilities subject to the jurisdiction of the Commission with those 
to be acquired from Suburban Gas, another person within the meaning and 
subject to the requirements of section 203 of the act. 

(4) By the sale of the above 23-kilovolt iines and related facilities NEPCO 
will dispose of facilities subject to the jurisdiction of the Commission having 
a value in excess of $50,000, and Suburban Electric (previously Malden) will 
acquire and merge or consolidate its facilities subject to the jurisdiction of the 
Commission with those to be acquired from NEPCO, another person within the 
meaning and subject to the requirements of section 203 of the act. 

(5) The proposed merger or consolidation of facilities will result in economies 
in operations, will eliminate charges for the use of transmission lines and will 
be consistent with the public interest. 

The Commission orders: 

(A) The proposed disposition by Suburban Gas to Malden (later Suburban 
Electric) of all its electric facilities subject to the jurisdiction of the Commis- 
sion and the proposed merger or consolidation of such facilities by Malden with 
those of Suburban Gas be and the same hereby are authorized and approved 
upon the terms and conditions set forth in the application subject to the terms 
of this order. 

(B) The proposed sale of NEPCO of the 23-kilovolt lines referred to above and 
the proposed merger or consolidation by Suburban Electric of these facilities 
subject to the jurisdiction of the Commission be and the same hereby are 
authorized and approved upon the terms and conditions set forth in the applica- 
tion, subject to the provisions of this order. 

(C) This authorization and approval shall expire unless the tranactions hereby 


authorized and approved are consummated within 90 days from the issuance of 
this order. 
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(D) The foregoing authorization and approval shall be without prejudice to 
the authority of this Commission or any other regulatory body with respect to 
rates, service, accounts, valuations, estimates or determinations of cost, or any 
other matter whatsoever which may come before this Commission or any other 
regulatory body, and nothing in this order shall be construed as an acquiescence 
by this Commission in any estimate or determination of cost or any valuation of 
property, claimed or asserted. 

Commissioner Digby not participating. 


Order authorizing and approving disposition and acquisition and merger or 
consolidation of facilities 


Beverly Gas & Electric Co., Gloucester Electric Co., Salem Electric Lighting 
Co., Essex County Electric Co., and New England Power Co. 


Docket No. E-6494 
October 28, 1953 


severly Gas & Electric Co. (Beverly), Gloucester Electric Co. (Gloucester), 
Salem Electric Lighting Co. (Salem), Essex County Electric Co. (Essex), and 
New England Power Co. (NEPCO), allt organized in Massachusetts and subsid- 
iaries of the New England Electric System, filed a joint application on April 13, 
1953, and amendment thereto on June 11, 1953, for an order pursuant to section 
203 of the Federal Power Act, authorizing Beverly, Gloucester and Salem to 
consolidate into Essex, and the sale by NEPCO and the acquisition by purchase 
by Essex of certain 25-kilovolt lines and related equipment and the merger or 
consolidation of its facilities with those proposed to be acquired, or in the alter- 
native disclaiming jurisdiction of these transactions. 

The proposed consolidation is to be carried out in accordance with the terms 
of a consolidation agreement dated March 10, 1953, which provides among other 
things for the transfer of Beverly’s gas properties to North Shore Gas Co. and 
the issuance by Essex of 393,777 of common stock, $10 par value, with an aggre- 
gate par value of $3,937,770, in exchange for the total par value of $3,988,425 of 
the outstanding common stock of Beverly, Gloucester and Salem. Applicants 
state that while no original cost studies have been filed by the three companies, 
the estimated original cost of their electric plant and property, which will be 
owned by Essex upon consummation of the proposed consolidation, was 
$12,470,173 as of December 31, 1952.1 

As a result of the transaction Essex will acquire all the electric operating 
facilities of the three companies consisting of generation, transmission and 
distribution facilities which will continue to be used by Essex in the area 
presently served. 

The 23-kilovolt lines and related equipment which Essex proposes to purchase 
from NEPCO comprise lines extending from NEPCO’s Melrose No. 2 substation 
through Salem and Beverly to Gloucester, and a loop through Middleton and 
Danvers, all in Massachusetts. These facilities include 30.17 miles of overhead 
line and 48.06 miles of underground and submarine cable together with NEPCO’s 
Highland Avenue substation in the town of Salem, all of NEPCO’s interest in the 
Danvers municipal substation, and the terminal equipment in the Peabody Street 
substation of Salem, the River Street substation of Beverly, the Vincent Street 


1The total recorded book cost of electric plant was $12,467,873 with applicable reserve 
for depreciation of $4,052,506. 
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substation of Gloucester, and in the Manchester substation of Manchester Electric 
Co. The purchase price, to be paid in cash, is fixed at the net book value of the 
lines and related facilities plus the cost of materials and supplies as of the 
closing date, so that no acquisition adjustment will result from the transfer of 
such facilities. As of December 31, 1952, the purchase price would have 
amounted to $2,089,855.2 Applicants state that after the transfer the lines will 
continue to be used for the delivery of electric energy from NEPCO’s high-tension 
transmission system to the local distribution systems to be acquired by Essex, 
and will serve to interconnect and integrate Essex’s distribution system. 

Applicants state that the consolidation will result in the substitution of a 
Single unified electric company for the three separate operating companies now 
serving the shore area in Massachusetts, will result in economies and efficiency 
in operations not now obtainable, and will tend to simplify the New England 
Electric System ; and that the proposed purchase and sale of the 23-kilovolt lines 
will permit Essex to conform to NEPCO’s standard delivery practice and to 
purchase energy at the standard wholesale rate without the necessity of addi- 
tional charges for the use of the lines. 

Written notice of the application has been given to the Department of Public 
Utilities of Massachusetts, the Public Service Commission of Vermont and the 
Public Utilities Commission of New Hampshire and to the Governors of each of 
these States. Notice was also published in the Federal Register on April 23, 
1953 (18 F. R. 2387), stating that any person desiring to be heard or to make 
any protest with reference to the application should file a petition on or before 
May 4, 1953. No protest or petition or request to be heard in opposition to the 
granting of such application has been received. 

The Department of Public Utilities of Massachusetts by order dated June 1, 
1953, has approved the consolidation of Beverly, Gloucester and Salem into 
Essex through the exchange of stock and the proposed sale by NEPCO and 
acquisition by Essex of the 23-kilovolt lines and related equipment. 

The Commission finds: 

(1) Salem, a corporation organized in Massachusetts, owns and operates, 
and Essex, a corporation organized in Massachusetts, after the consolidation 
referred to above, will own and operate facilities, among others, for the trans- 
mission and sale at wholesale of electric energy in both cases which is generated 
in New Hampshire and consumed in Massachusetts, all of which facilities are 
in addition to, and do not include, facilities used for the generation of electric 
energy, facilities used in local distribution or only for the transmission of 
electric energy in intrastate commerce or facilities for the transmission of elec- 
tric energy consumed wholly by the transmitter. Salem is and Essex will 
therefore be a public utility within the meaning of that term as used in section 
203 of the Federal Power Act. 

(2) NEPCO, a corporation organized in Massachusetts, owns and operates 
facilities, among others, for the transmission and sale at wholesale of electric 
energy transmitted between the States of Vermont, New Hampshire, Massa- 
chusetts and New York and consumed at points outside the State in which it 
is generated, all of which facilities are in addition to, and do not include, facilities 
used for the generation of electric energy, facilities used in local distribution, 
or only for the transmission of electric energy in intrastate commerce, or facili- 
ties for the transmission of electric energy consumed wholly by the transmitter. 


2 As of this date the original cost of the transmission facilities was $2,446,345, applicable 
reserve for depreciation was $382,201, and in addition, there were materials and supplies 
in the amount of $25,711. 
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NEPCO is, therefore, a public utility within the meaning of that term as used 
in section 203 of the Federal Power Act. 

(3) By the proposed consolidation transaction Salem will dispose of facilities 
subject to the jurisdiction of the Commission having a value in excess of $50,000 
and Essex will acquire and merge or consolidate these facilities subject to 
the jurisdiction of the Commission with those to be acquired from Beverly and 
Gloucester, other persons within the meaning and subject to the requirements 
of section 203 of the act. 

(4) By the sale of the above 23-kilovolt lines and related facilities NEPCO 
will dispose of facilities subject to the jurisdiction of the Commission being a 
value in excess of $50,000, and Essex will acquire and merge or consolidate its 
facilities subject to the jurisdiction of the Commission with those to be acquired 
from NEPCO, another person within the meaning and subject to the require- 
ments of section 203 of the act. 

(5) The proposed merger or consolidation of facilities will result in economies 
and efficiency in operations, will eliminate charges for the use of transmission 
lines and will be consistent with the public interest. 

The Commission orders: 

(A) The proposed disposition by Salem to Essex of all of its electric facilities 
subject to the jurisdiction of the Commission and the proposed merger or con- 
solidation of such facilities by Essex with those of Beverly and Gloucester be 
and the same hereby are authorized and approved upon the terms and condi- 
tions set forth in the application subject to the provisions of this order. 

(B) The proposed sale by NEPCO of the 23-kilovolt lines referred to above 
and the proposed merger or consolidation of Essex of these facilities subject 
to the jurisdiction of the Commission be and the same hereby are authorized 
and approved upon the terms and conditions set forth in the application, subject 
to the provisions of the order. 

(C) This authorization and approval shall expire unless the transactions 
hereby authorized and approved are consummated within 90 days from the 
issuance of this order. 

(D) The foregoing authorization and approval shall be without prejudice to 
the authority of this Commission or any other regulatory body with respect to 
rates, service, accounts, valuations, estimates or determinations of cost, or any 
other matter whatsoever which may come before this Commission or any other 
regulatory body, and nothing in this order shall be construed as an acquiescence 
by this Commission in any estimate or determination of cost or any valuation 
of property claimed or asserted. 

Commissioner Digby not participating. 


Order issuing license (major) 
Wisconsin Michigan Power Co. and Kingsford Chemical Co. 
Project No. 2131 


October 23, 1953 


A joint application was filed April 27, 1953, and supplemented July 30. 1953, 
by Wisconsin Michigan Power Co., of Milwaukee, Wisc., and Kingsford Chemical 
Co., of Iron Mountain, Mich., for a license under the Federal Power Act (herein- 
after referred to as the act) for constructed major project No. 2131, located on 
the Menominee River, navigable waters of the United States, in Florence County, 
Wisc., and Dickinson County, Mich., partially in the city of Kingsford, and 
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affecting public lands of the United States, consisting of several islands 
designated lots 5, 6, 7, 8, and 9, sec. 12, T. 40 N., R. 31 W., Michigan meridian, 
Michigan, and located at the head of the project reservoir. 

The project, which was placed in operation in 1924 and affects approximately 
12.53 acres of lands of the United States which are also affected by project No. 
3759, under license to Wisconsin Michigan Power Co., will, after construction of 
the proposed double circuit transmission line, consist of: 

(a) All lands constituting the project area and enclosed by the project 
boundary or the limits of which are otherwise defined, and/or interest in such 
lands necessary or appropriate for the purposes of the project, whether such 
lands or interest therein are owned or held by the applicant or by the United 
States; such project area and project boundary being more specifically shown 
and described by certain exhibits which formed part of the application for 
license and which are designated and described as follows: 

Exhibit J—(¥F. P. C. No. 2131-1) General map; and 

Echibit K.—(F. P. C. No. 2131-2) Map of project lands and boundary. 

(b) Principal structures, comprising a dam about 845 feet long composed of 
a powerhouse intake section, a gated spillway section, and two earth sections; 
a detached earth dike about 313 feet long on the Michigan side of the river; a 
powerhouse containing three 3,200-horsepower turbines, each connected to a 2,400- 
kilowatt generator; a double circuit transmission line about three miles long; 
and appurtenant facilities; the location, nature, and character of which struc- 
tures, except for the transmission line, are more specifically shown by the 
exhibits hereinbefore cited and by certain other exhibits which also formed part 
ot the application for license and which are designated and described as follows: 

Echibit L—Sheets 1 through § (F. P. C. Nos. 2131-3 through -10) showing 
project works; and 

Exhibit M.—A statement in four sheets on general descriptions and specifica- 
tions of project and equipment signed April 22, 1953. 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if and 
to the extent that the inclusion of such property as part of the project is approved 
or acquiesced in by the Commission; also, all riparian or other rights, the use or 
possession of which is necessary or appropriate in the maintenance or operation 
of the project. 

The Secretary of the Army and the Chief of Engineers have approved the 
plans of the existing project structures insofar as the interests of navigation 
are concerned. 

An Assistant Secretary of the Interior, acting for the Secretary of the Interior, 
has reported favorably on the application. 

The Conservation Department of the State of Wisconsin has reported that 
since it understands that the change in ownership of the project will not funda- 
mentally affect the operation of the dam, it has no interest in the transaction. 

The Public Service Commission of Wisconsin has reported that the dam was 
authorized by permit of the Public Service Commission and that it has also 
authorized the Wisconsin Michigan Power Co. to acquire and use the water 
power property as a part of its electric utility. 


The Michigan Public Service Commission has requested that it be entered upon 
the Federal Power Commission records as an intervener in the proceedings. 


The Department of Conservation of the State of Michigan was notified of the 
filing of the application. 
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Applicants state that the project was constructed by the Ford Motor Co. and 
its subsidiary, Ford Hydro-Electric Co. (now named Menominee River Power 
Co.) and was placed in operation by them in 1924. They state that in December 
1951, the plant and the capital stock of Ford Hydro-Electric Co. were sold, along 
with other property of Ford Motor Co., to the Kingsford Chemical Co. Ou 
February 26, 1953, the Wisconsin Michigan Power Co. entered into a contract 
with the Kingsford Chemical Co. for the purchase of the plant, excluding there- 
from certain pumping equipment located in the plant and also excluding the 
water main and underground electric cables extending from the plant to the 
manufacturing pliant of the Kingsford Chemical Co., located about two miles 
away. 

Wisconsin Michigan Power Co. in an application filed April 13, 1953, as 
amended July 29, 1953, pursuant to section 203 of the act, for authorization to 
acquire from Kingsford Chemical Co. the physical property and appurtenant 
flowage rights comprising the latter’s hydroelectric generating plant herein 
sought to be licensed, requested this Commission to dismiss the same for want 
of jurisdiction, or in the alternative to issue an order authorizing such 
acquisition. 

On December 23, 1937, the Commission ordered an investigation, under docket 
No. IT-—5501, of the maintenance and operation of hydroelectric power develop- 
ments (including this project) not under license from the Federal Power Com- 
mission and located on streams over which Congress has jurisdiction under its 
authority to regulate commerce with foreign nations and among the several 
States; and by supplemental order entered| February 16, 1938, that investigation 
was extended to occupancy of lands of the United States. 

The Commission in its July 27, 1943 opinion Jn the Matter of Wisconsin 
Michigan Power Co., under docket No. DI-155 and project No. 1759, found that 
the Menominee River is navigable waters of the United States, 3 F. P. C. 
449, 457. 

The Commission finds: 

(1) Wisconsin Michigan Power Co. is a corporation organized under the laws 
of the State of Wisconsin; Kingsford Chemical Co. is a corporation organized 
under the laws of the State of Delaware; and both applicants have submitted 
satisfactory evidence of compliance with the requirements of all applicable 
State laws insofar as necessary to effect the purposes of a license for the 
project. 

(2) No conflicting application is before the Commission. Public notice has 
been given as required by the act. 

(83) The project does not affect any Government dam, nor will the issuance 
of a license therefor as hereinafter provided affect the development of any water 
resources for public purposes which should be undertaken by the United States. 

(4) The issuance of a license for the project as hereinafter provided will not 
interfere or be inconsistent with any reservation or withdrawal of public lands. 

(5) Under present circumstances and conditions and upon the terms and 


conditions hereinafter imposed, the project is best adapted to a comprehensive 


plan for improving and developing the Menominee River for the use and benefit 
of interstate or foreign commerce, for the improvement and utilization of water- 
power development, and for other beneficial public uses, including recreational 
purposes. 

(6) The installed horsepower capacity of the project hereinafter authorized 
is 9.600 horsepower, and the energy generated thereby will be used for public- 
utility purposes. 
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(7) The proposed double circuit, 13.2-kilovolt line, 3.86 miles in length, from 
the Kingsford hydroelectric plant to the Kingsford substation, is part of the 
project within the meaning of section 3 (11) of the act, and should be included 
in the license for the project. The licensees should file for Commission approval 
certain exhibits pertaining to the line as provided in article 27 of the license. 

(8) In accordance with section 10 (d) of the act, the rate of return upon 
the net investment in the project, and the proportion of surplus earnings to be 
paid into and held in amortization reserves, are reasonable as hereinafter 
specified. 

(9) The amount of the annual charge to be paid under the license for the 
purpose of reimbursing the United States for the costs of administration of part 
I of the act is reasonable as hereinafter fixed and specified. 

(10) It is desirable to reserve for determination at a later date the amount 
of the annual charge, if any, to be paid under the license for the purpose of re- 
compensing the United States for the use, occupancy, and enjoyment of its lands 
which are also affected by project No. 1759, under license to Wisconsin Michigan 
Power Co. 

(11) The exhibits designated and described in paragraphs (a) and (b) above 
conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project. 

(12) The Menominee River is navigable waters of the United States. 

(13) The project will affect approximately 12.53 acres of lands of the United 
States. 

The Commission orders: 

(A) This license is issued to Wisconsin Michigan Power Co. and Kingsford 
Chemical Co. under section (4) (e) of the act for a period effective January 
1, 1938, and terminating June 30, 1974, for the operation and maintenance of 
project No. 2131 upon the Menominee River, navigable waters of the United 
States, and affecting public lands of the United States, subject to the terms 
and conditions of the act which is incorporated by reference as a part of 
this license, and subject to such rules and regulations as the Commission has 
issued or prescribed under the provisions of the act. 

(B) This license is also subject to the terms and conditions set forth in 
form L-5,* entitled “Terms and conditions of license for constructed major project 
affecting navigable waters and lands of the United States,” except that the 
word “licensee” in said form shall be construed as “licensees,” which terms and 
conditions are attached hereto and made a part hereof ; and subject to the follow- 
ing special conditions set forth herein as additional articles: 

Article 27. The licensees shall within 90 days after completion of construc- 
tion of the double circuit transmission line extending from the Kingsford 
hydroelectric plant to the Kingsford substation file for Commission approval, 
in accordance with the Commission’s rules and regulations, exhibits F, K, L, 
and M pertaining to the line. 

Article 28. The licensees shall pay to the United States the following annual 
charge, effective as of January 1, 1938: 

For the purpose of reimbursing the United States for the costs of adminis- 
tration of part I of the act, 1 cent per horsepower on the authorized installed 
eapacity (9,600 horsepower), plus 2% cents per 1,000 kilowatt-hours of gross 
energy generated by the project during the calendar year for which the charge 
is made. 

Article 29. The Commission reserves the right to determine at a later date 
the amount of the annual charge, if any, to be paid under the license for the 


*See p. 1329. 
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purpose of recompensing the United States for the use, occupancy, and enjoy- 
ment of its lands which are also affected by project No. 1759, under license to 
Wisconsin Michigan Power Co. 

(C) Simultaneously with the issuance of this license the authorization granted 
to the Wisconsin Michigan Power Co., in docket No. E-6491, to acquire and 
merge or consolidate the facilities herein sought to be licensed shall become 
effective. 

(D) Kingsford Chemical Co. shall, with joinder by Wisconsin Michigan 
Power Co., as a further condition of this license upon due performance by 
itself and Wisconsin Michigan Power Co. of all of the terms and conditions of 
the purchase agreement between them, dated February 26, 1953, apply for 
a transfer of all of its interests in the license herein granted to the Wisconsin 
Michigan Power Co. 

(E) The exhibits designated and described in paragraphs (a) and (b) above 
are approved as part of this license. 

(F) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the 
act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be 
signed for the licensees and returned to the Commission within 60 days from 
the date of issuance of this order. 










Commissioner Digby not participating. 


FORM L-5 








TERMS AND 
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AND LANDS OF UNITED STATES 





Article 1. The entire project, as described in the order of the Commission, shall 
be subject to all the provisions, terms, and conditions of the license. 

Article 2. No substantial change shall be made in the maps, plans, specifica- 
tions, and statements described and designated as exhibits and approved by the 
Commission in its order as a part of the license until such change shall have been 
approved by the Commission: Provided, however, That if the Licensee or the 
Commission deems it necessary or desirable that said approved exhibits, or any 
of them, be changed, there shall be submitted to the Commission for approval 
amended, supplemental, or additional exhibit or exhibits covering the proposed 
changes which, upon approval by the Commission, shall become a part of the 
license and shall supersede, in whole or in part, such exhibit or exhibits thereto- 
fore made a part of the license as may be specified by the Commission. 

Article 3. If the Licensee shall contemplate any alteration in or addition to 
the project area or project works shown and described by the approved exhibits 
referred to in Article 2 herein, the Licensee shall submit to the Commission for 
approval amended, supplemental, or additional exhibits under the provisions of 
said article covering such alteration or addition, together with a statement in 
writing setting forth the reasons which necessitate or justify such alteration or 
addition. Except when emergency shall require for the protection of navigation, 
life, health, or property, no substantial alteration or addition not in conformity 
with the approved plans shall be made to any dam or other project works under 
the license without the prior approval of the Commission: and any emergency 
alteration or addition so made shall thereafter be subject to such modification and 
change as the Commission may direct. Minor changes in the project works or 
divergence from such approved exhibits may be made if such changes will not 
result in decrease in efficiency, in material increase in cost, or in impairment of 
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the general scheme of development; but any of such minor changes made without 
the prior approval of the Commission, which in its judgment have produced or 
will produce any of such results, shall be subject to such alteration as the Com- 
mission may direct. The Licensee shall comply with such rules and regulations 
of general or special applicability as the Commission may from time to time 
prescribe for the protection of life, health, or property. 

Article 4. The project, including its operation and maintenance and any work 
incident to additions or alterations, whether or not conducted upon lands of the 
United States, shall be subject to the inspection and supervision of the Regional 
Engineer, Federal Power Commission, in the region wherein the project is located, 
or of such other officer or agent as the Commission may designate, who shall be 
the authorized representative of the Commission for such purposes. The Licensee 
shall furnish to said representative such information as he may require con- 
cerning the operation and maintenance of the project, and of any alteration 
thereof, and shall notify him of the date upon which work with respect to any 
alteration will begin, and so far in advance thereof as said representative may 
reasonably specify, and shall notify him promptly in writing of any suspension 
of work for a period of more than one week, and of its resumption and com- 
pletion. The Licensee shall allow him and other officers or employees of the 
United States showing proper credentials, free and unrestricted access to, 
through, and across the project lands and project works in the performance of 
their official duties. 

Article 5. For the purpose of determining the stage and flow of the stream or 
streams from which water is diverted for the operation of the project works, the 
amount of water held in and withdrawn from storage, and the effective head on 
the turbines, the Licensee shall install and thereafter maintain such gages and 
stream-gaging stations as the Commission may deem necessary and best adapted 
to the requirements; and shall provide for the required readings of such gages 
and for the adequate rating of such stations. The Licensee shall also install and 
maintain standard meters adequate for the determination of the amount of 
electric energy generated by said project works. The number, character, and 
location of gages, meters, or other measuring devices, and the method of op- 
eration thereof, shall at all times be satisfactory to the Commission and may be 
altered from time to time if necessary to secure adequate determinations, but such 
alteration shall not be made except with the approval of the Commission or upon 
the specific direction of the Commission. The installation of gages, the ratings 
of said stream or streams, and the determination of the flow thereof, shall be 
under the supervision of, or in cooperation with, the District Engineer of the 
United States Geological Survey having charge of stream-gaging operations in 
the region of said project, and the Licensee shall advance to the United States 
Geological Survey the amount of funds estimated to be necessary for such super- 
vision or cooperation for such periods as may be mutually agreed upon. The 
Licensee shall keep accurate and suflicient record of the foregoing determinations 
to the satisfaction of the Commission, and shall make return of such records 
annually at such time and in such form as the Commission may prescribe. 

Article 6. In the maintenance or alteration of the project, the location and 
standards of roads and trails, and other land uses, including the location and 
condition of quarries, borrow pits, spoil disposal areas, and sanitary facilities, 
shall be subject to the approval of the department or 
United States having supervision over the lands involved. 

Article 7. So far as is consistent with proper operation of the project, the 
Licensee shall allow the public free access, to a reasonable extent, to project 

yaters and adjacent lands owned by the Licensee for the purpose of full public 


agency of the 
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utilization of such lands and waters for navigation and recreational purposes, 
including fishing and hunting, and shall allow for such purposes the construc- 
tion of access roads, wharves, landings, and other facilities on its lands the 
occupancy of which may in appropriate circumstances be subject to payment 
of rent to the Licensee in a reasonable amount: Provided, that the Licensee 
may reserve from public access such portions of the project waters, adjacent 
lands, and project facilities as may be necessary for the protection of 
life, health, and property and Provided further, that the Licensee’s consent to 
the construction of access roads, wharves, landings, and other facilities shall 
not, without its express agreement, place upon the Licensee any obligation to 
construct or maintain such facilities. 

Article 8. Insofar as any material is dredged or excavated in the prosecu- 
tion of any work authorized under the license, or in the maintenance of the 
project, such material shall be removed and deposited so it will not interfere 
with navigation, and will be to the satisfaction of the District Engineer, De- 
partment of the Army, in charge of the locality. 

Article 9. In the maintenance of the project works, the Licensee shall place 
and maintain suitable structures and devices to reduce to a reasonable degree 
the liability of contact between its transmission lines, and telegraph, telephone, 
and other signal wires or power transmission lines constructed prior to its 
transmission lines and not owned by the Licensee, and shall also place and 
maintain suitable structures and devices to reduce to a reasonable degree the 
liability of any structures or wires falling and obstructing traffic and endan- 
gering life on highways, streets, or railroads. 

Article 10. The Licensee shall make provision, or shall bear the reasonable 
cost, as determined by the agency of the United States affected, of making pro- 
vision for avoiding inductive interference between any project transmission 
line or other project facility constructed, operated, or maintained under the 
license, and any radio installation, telephone line, or other communication 
facility installed or constructed before or after construction of such project 
transmission line or other project facility and owned, operated, or used by such 
agency of the United States in administering the lands under its jurisdiction. 
None of the provisions of this article is intended to relieve the Licensee from 
any responsibility or requirement which may be imposed by other lawful au- 
thority for avoiding or eliminating inductive interference. 

Article 11. The Licensee shall clear such portions of transmission line 
rights-of-way across lands of the United States as are designated by the of- 
ficer of the United States in charge of the lands; shall keep the areas so desig- 
nated clear of new growth, all refuse, and inflammable material to the satis- 
faction of such officer; shall trim all branches of trees in contact with or liable 
to contact the transmission line; shall cut and remove all dead or leaning trees 
which might fall in contact with the transmission line; and shall take such 
other precautions against fire as may be required by such officer. No fires for 
the burning of waste material shall be set except with the prior written con- 
sent of the officer of the United States in charge of the lands as to time and 
place. 

Article 12. Timber on lands of the United States cut, used, or destroyed in 
the construction and maintenance of the project works or in the clearing of 
said lands shall be paid for in accordance with the requirements of and at the 
current stumpage rates applicable to the sale of similar timber by the agency 
of the United States having jurisdiction over said lands; and all slash and 
debris resulting from the cutting or destruction of such timber shall be disposed 
ef as the officer of such agency may direct. 
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Article 138. The Licensee shall do everything reasonably within its power 
and shall require its employees, contractors, and employees of contractors to 
do everything reasonably within their power, both independently and upon re 
quest of officers of the agency of the United States concerned, to prevent, make 
advanced preparations for suppression, and suppress fires on or near lands 
occupied under the license. 

Article 14. Whenever the United States shall desire to construct, complete, 
or improve navigition facilities in connection with the project, the Licensee 
shall convey to the United States, free of cost, such of its lands and its rights- 
of-way and such right of passage through its dams or other structures, and 
permit such control of pools as may be required to complete and maintain such 
navigation facilities. 

Article 15. The Licensee shall furnish free of cost to the United States 
power for the operation and maintenance of navigation facilities at the volt- 
age and frequency required by such facilities and at a point adjacent thereto 
whether said facilities are constructed by the Licensee or by the United 
States. 

Article 16. The operation of any navigation facilities, which may be con- 
structed as a part of or in connection with any dam or diversion structure con- 
stituting a part of the project works, shall at all times be controlled by such 
reasonable rules and regulations in the interest of navigation, including the 
control of the level of the pool caused by such dam or diversion structure, as 
may be made from time to time by the Secretary of the Army. Such rules and 
regulations may include the construction, maintenance, and operation by the 
Licensee, at its own expense, of such lights and signals as may be directed by 
the Secretary of the Army. 

Article 17. The United States specifically retains and safeguards the right 
to use water in such amount, to be determined by the Secretary of the Army, as 
may be necessary for the purposes of navigation on the navigable waterway 
affected ; and the operations of the Licensee, so far as they affect the use, storage 
and discharge from storage of waters affected by the license, shall at all times 
be controlled by such reasonable rules and regulations as the Secretary of the 
Army may prescribe in the interest of navigation, and as the Commission may 
prescribe for the protection of life, health, and property, and in the interest 
of the fullest practicable conservation and utilization of such waters for power 
purposes and for other beneficial public uses, including recreational purposes; 
and the Licensee shall release water from the project reservoir at such rate in 
cubic feet per second, or such volume in acre-feet per specified period of time, 
as the Secretary of the Army may prescribe in the interest of navigation, or as 
the Commission may prescribe for the other purpeses hereinbefore mentioned. 

Article 18. The Licensee shall interpose no objection to, and shall in no way 
prevent, the use by the agency of the United States having jurisdiction over 
the lands of the United States affected, or by persons or corporations oecupying 
lands of the United States under permit, of water for fire suppression from 
any stream, conduit or body of water, natural or artificial, used by the Licensee 
in the operation of the project works covered by the license, or to the use by said 
parties of water for sanitary and domestic purposes from any stream or body of 
water, natural or artificial, used by the Licensee in the operation of the project 
works covered by the license. 

Article 19. The Licensee shall be liable for injury to, or destruction of, any 
buildings, bridges, roads, trails, lands, or other property of the United States, 
occasioned by the construction, maintenance, or operation of the project works 
or of the works appurtenant or accessory thereto under the license. Arrange- 
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ments to meet such liability, either by compensation for such injury or destruc- 
tion, or by reconstruction or repair of damaged property, or otherwise, shall 
be made with the appropriate department or agency of the United States. 

Article 20. The Licensee shall allow any agency of the United States, without 
charge, to construct or permit to be constructed on, through, and across the 
project lands, conduits, chutes, ditches, railroads, roads, trails, telephone lines, 
and other means of transportation and communication not inconsistent with 
the enjoyment of said lands by the Licensee for the purposes stated in the license. 
This article shall not be construed as conferring upon the Licensee any right 
of use, occupancy, or enjoyment of the lands of the United States other than 
for the operation and maintenance of the project as stated in the license. 

Article 21. There is reserved to the appropriate department or agency of the 
United States, or of the State or county involved, the right to take over, main- 
tain, and supervise the use of any project road. 

Article 22. The actual legitimate original cost, estimated where not known, 
and the accrued depreciation of the project as of the effective date of the license 
shall be determined by the Commission in accordance with the Act and the rules 
and regulations of the Commission, and such costs less such accrued depreciation, 
so determined, shall be the net investment in the project as of such effective date. 

Article 23. After the first twenty (20) years of operation of the project under 
the license, six (6) percent per annum shall be the specified rate of return on the 
net investment in the project for determining surplus earnings of the project 
for the establishment and maintenance of amortization reserves, pursuant to 
Section 10 (d) of the Act; one-half of the project surplus earnings, if any, 
accumulated after the first twenty years of operation under the license, in excess 
of six (6) percent per annum on the net investment, shall be set aside in a 
project amortization reserve account as of the end of each fiscal year, provided 
that, if and to the extent that there is a deficiency of project earnings below six 
(6) percent per annum for any fiscal year or years after the first twenty years 
of operation under the license, the amount of such deficiency shall be deducted 
from the amount of any surplus earnings accumulated thereafter until absorbed, 
and one-half of the remaining surplus earnings, if any, thus cumulatively com- 
puted, shall be set aside in the project amortization reserve account; and the 
amounts thus established in the project amortization reserve account shall be 
maintained therein until further order of the Commission. 

Article 24. No lease of the project or part thereof whereby the lessee is granted 
the exclusive occupancy, possession, or use of project works for purposes of 
generating, transmitting, or distributing power shall be made without the prior 
written approval of the Commission ; and the Commission may, if in its judgment 
the situation warrants, require that all the conditions of the license, of the Act, 
and of the rules and regulations of the Commission shall be applicable to such 
jease and to such property so leased to the same extent as if the lessee were the 
Licensee: Provided, that the provisions of this article shall not apply to parts 
of the project or project works which may be used by another jointly with the 
Licensee under a contract or agreement whereby the Licensee retains the oc- 
cupancy, possession, and control of the property so used and receives adequate 
consideration for such joint use, or to leases of land while not required for pur- 
poses of generating, transmitting, or distributing power, or to buildings or other 
property not built or used for said purposes, or to minor parts of the project 
or project works, the leasing of which will not interfere with the usefulness or 
efficient operation of the project by the Licensee for such purposes. 

Article 25. The Licensee, its successors and assigns will, during the period 
of the license, retain the possession of all project property covered by the 
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license as issued or as later amended, including the project area, the project 
works, and all franchises, easements, water rights, and rights of occupancy and 
use; and none of such properties necessary or useful to the project and to the 
development, transmission, and distribution of power therefrom will be volun- 
tarily sold, transferred, abandoned, or otherwise disposed of without the ap- 
proval of the Commission: Provided, that a mortgage or trust deed or judicial 
sales made thereunder, or tax sales, shall not be deemed voluntary transfers 
within the meaning of this article. In the event the project is taken over by 
the United States upon the termination of the license, as provided in Section 14 
of the Act, or is transferred to a new licensee under the provisions of Section 15 
of the Act, the Licensee, its successors and assigns will be responsible for and 
will make good any defect of title to or of right of user in any of such project 
property which is necessary or appropriate or valuable and serviceable in the 
maintenance and operation of the project, and will pay and discharge, or will 
assume responsibility for payment and discharge, of all liens or incumbrances 
upon the project or project property created by the Licensee or created or incurred 
after the issuance of the license: Provided, that the provisions of this article are 
not intended to prevent the abandonment or the retirement from service of 
structures, equipment, or other project works in connection with replacements 
thereof when they become obsolete, inadequate, or inefficient for further service 
due to wear and tear, or to require the Licensee, for the purpose of transferring 
the project to the United States or to a new licensee, to acquire any different title 
to or right of user in any of such project property than was necessary to acquire 
for its own purposes as Licensee. 

irticle 26. The terms and conditions expressly set forth in the license shal! 
not be construed as impairing any terms and conditions of the Federal Power 
Act which are not expressly set forth herein. 


Order issuing license (major) 
-acific Gas & Electric Co. 
Project No. 2107 


October 26, 1953 


Application was filed May 9, 1952, by Pacific Gas & Electric Co. of San Fran- 
cisco, Calif., for a license under the Federal Power Act (hereinafter referred to 
as the act) for proposed major project No. 2107, to be located on the North Fork 
Feather River in Butte County, Calif., in the vicinity of Quincy and Oroville, and 
affecting lands of the United States within the Plumas National Forest. 

The proposed project will occupy approximately 119.96 acres of lan&s of the 
United States and consists of : 

(a) All lands constituting the project area and enclosed by the project 
boundary or the limits of which are otherwise defined, and/or interest in such 
lands necessary or appropriate for the purposes of the project, whether such 
lands or interest therein are owned or held by the applicant or by the United 
States; such project area and project boundary being more specifically shown 
and described by certain exhibits which formed part of the application for 
license and which are designated “Poe project” and described as follows: 

Erhibit J— (409749: F. P. C. No. 2107-1) “General map”. 

Exhibit K-1.—(409750: F. P. C. No. 2107-2) “Map of reservoir area”. 
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Evhibit K-2.—(409751: F. P. C. No. 2107-3) “Plan and profile of dam, intake, 
conduits and power house”. 

(b) Principal structures, comprising : 

A diversion dam of reinforced concrete type, across North Fork Feather River, 
about 60 feet high above stream bed and with spillway crest at elevation 1345, 
containing five radial gates with top elevation 1382. 

A reservoir, formed by the dam, to extend upstream about two miles to ap- 
plicant’s existing Cresta powerhouse of project No. 1962, and to have an effective 
reservoir capacity of about 470 acre-feet between normal operating water surface 
at elevation 1380 and minimum water level at elevation 1370. 

An intake structure, immediately upstream from the diversion dam. 

A pressure tunnel, concrete-lined and about 19-foot inside diameter, approxi- 
mately 33,700 feet long, between the intake and the beginning of penstocks. 

A differential surge chamber, located near the downstream end of the tunnel. 

Two steel penstocks, each approximately 780 feet long. 

Poe powerhouse, on left bank of North Fork Feather River, to house two ver- 
tical turbine-generator units each of 63,000 kilovolt-ampere (0.9 power factor) 
capacity. 

A substation and switchyard, adjacent to Poe powerhouse, to contain the neces- 
sary switching and transforming equipment. 

Two short, 220-kilovolt tap lines, to extend from the high tension switch and 
bus structure at Poe powerhouse to applicant’s transmission system. 

(Note: All elevations are based on applicant’s datum: elevation 0.0 P. G. & E.= 
elevation 10.0 U. S. G. S. approx.) 


the location, nature and character of which structures are more specifically 
shown and described by the exhibits hereinbefore cited and by certain other ex- 
hibits which formed part of the application for license, which are designated 
Poe project, and described as follows: 

Echibit L—-1.—(409752: F. P. C. No. 2107-4) “Dam, intake and conduits”. 

Echibit L—2.— (409753: F. P. C. No. 2107-5) “Power house”. 

Exhibit M.—“General descriptions and general specifications of mechanical, 
electrical, and transmission equipment—Poe project”. 

(ec) All other structures, fixtures, equipment or facilities used or useful in the 
maintenance and operation of the project and located on the project area, in- 
cluding such portable property as may be used or useful in connection with the 
project or any part thereof, whether located on or off the project area, if and 
to the extent that the inclusion of such property as part of the project is ap- 
proved or acquiesced in by the Commission: also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the maintenance 
or operation of the project. 

The Secretary of the Army and the Chief of Engineers have reported that 
the proposed development would have no significant effect on any existing, au- 
thorized or presently contemplated flood control or navigation project of the 
Corps of Engineers; therefore, terms and conditions in the interest of navigation 
are not considered necessary. 

The Acting Secretary of Agriculture, who has supervision over the Plumas 
National Forest, has reported favorably on the application, subject to the im- 
position of certain conditions for the protection and preservation of fish, wildlife, 
recreational, and aesthetic resources substantially as hereinafter provided. 

The Under Secretary of the Interior, acting for the Secretary of the Interior, 
has reported favorably on the application, subject to the imposition of certain 
conditions in the interest of fish and wildlife—jointly devised and agreed upon 
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by interested agencies including the United States Forest Service, California 
Department of Fish and Game, the applicant, and the United States Fish and 
Wildlife Service, substantially as hereinafter provided. 

The Department of Public Works of the State of California has reported favor- 
ably on the application, provided the plant is so constructed that its normal tail- 
race elevation is higher than the water surface elevation of 900 feet (U. 8. G. §. 
datum) in the Oroville Reservoir. 

The Department of Fish and Game of the State of California has reported 
favorably on the application, subject to the imposition of certain conditions in the 
interest of fish and wildlife substantially as hereinafter provided. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State of 
California and has submitted satisfactory evidence of compliance with the re- 
quirements of all applicable State laws insofar as necessary to effect the purposes 
of a license for the project. 

(2) No conflicting application is before the Commission. Public notice has 
been given as required by the act. 

(3) The applicant has submitted satisfactory evidence of its financial ability 
to construct and operate the proposed project. 

(4) The project does not affect any Government dam, nor will the issuance 
of a license therefor as hereinafter provided affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(5) The issuance of a license for the project as hereinafter provided will not 
interfere or be inconsistent with the purposes for which the Plumas National 
Forest was created or acquired. 

(6) Under present circumstances and conditions and upon the terms and 
conditions hereinafter imposed, the project is best adapted to a comprehensive 
plan for the improvement and utilization of water-power development, and for 
other beneficial public uses, including recreational purposes. 

(7) The installed horsepower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the administrative an- 
nual charge is 151,000 horsepower, and the energy generated thereby will be 
used for public-utility purposes. 

(8) The two proposed 220-kilovolt tap lines extending from the high tension 
switch and bus structure at the project plant to the applicant’s transmission 
System are part of the project within the meaning of section 3 (11) of the 
act, and should be included in the license for the project. 

(9) The amount of annual charges to be paid under the license for the 
purposes of reimbursing the United States for the costs of administration of 
part I of the act, and for recompensing it for the use, occupancy, and enjoy- 
ment of its lands is reasonable as hereinafter fixed and specified. 

(10) In accordance with section 10 (d) of the act, the rate of return upon the 
net investment in the project, and the proportion of surplus earnings to be paid 
into and held in amortization reserves, are reasonable as hereinafter specified. 

(11) The exhibits designated and described in paragraphs (a) and (b) above 
conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project. 

The Commission orders: 

(A) The license is issued to Pacific Gas & Electric Co. under section 4 (e) 
of the act for a period of 50 years, effective as of October 1, 1953, for the con- 
struction, operation, and maintenance of project No. 2107 affecting lands of the 
United States within the Plumas National Forest, subject to the terms and 
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conditions of the act which is incorporated by reference as a part of this license, 
and subject to such rules and regulations as the Commission has issued or pre- 
scribed under the provisions of the act. 

(B) This license is also subject to the terms and conditions set forth in 
form L-2,* entitled “Terms and conditions of license for unconstructed major 
project affecting lands of the United States,” except for articles 13 and 17 
thereof, which terms and conditions are attached hereto and made a part hereof ; 
and subject to the following special conditions set forth herein as additional 
articles: 

Article 25. The licensee shall commence construction of the project within one 
year from the effective date of this license; shall thereafter in good faith and 
with due diligence prosecute such construction; and shall complete the project 
and place it in operation within four years from the date of commencement of 
construction. 

Article 26. For the protection and preservation of the fish, wildlife, recrea- 
tional, and aesthetic resources the licensee shall provide a flow in the North 
Fork Feather River, as measured at the U. S. G. S. Big Bar gaging station near 
Pulga, of not less than 50 cubic feet per second at all times, provided that 
releases at the Poe Diversion Dam shall not be less than 25 cubic feet per second 
at all times, the Commission reserving the right to adjust the above rates of 
flow if it shall find after notice to interested parties and opportunity to be heard, 
that these rates of flow are insufficient or more than necessary for such purposes. 

Article 27. The licensee shall conduct the normal operation of its power project 
so as to avoid the sudden release of large flows into channels (other than those 
used as forebays and afterbays) normally carrying reduced flows where the 
control of such large flows by the licensee is reasonably possible. In the event 
emergency releases are required, the licensee shall endeavor to avoid changes 
in stream stages which will endanger life, health and property and which will 
be detrimental to the fish life in the stream. 

Article 28. The licensee shall install, maintain, and operate fish screens at 
diversion structures, if such screens are found to be necessary and if suitable 
and practical screens can be developed, when so ordered by the Commission 
upon the recommendation of the Department of Fish and Game of the State of 
California. 

Article 29. The licensee shall do everything reasonably within its power and 
shall require its employees, contractors, and employees of contractors to do 
everything reasonably within their power, both independently and upon request 
of officers of the agency of the United States concerned, to prevent, make ad- 
vanced preparations for suppression, and suppress fires on lands occupied under 
the license. 

Article 30. So far as is consistent with proper operation of the project, the 
licensee shall allow the public free access, to a reasonable extent, to project 
waters and adjacent project lands owned by the licensee for the purpose of full 
public utilization of such lands and waters for navigation and recreational 
purposes, including fishing and hunting, and shall, to a reasonable extent, allow 
for such purposes the construction of access roads, wharves, landings, and other 
facilities on its lands the occupancy of which may in appropriate circumstances 
be subject to payment of rent to the licensee in a reasonable amount: Provided, 
That the licensee may reserve from public access, such portions of the project 
waters, adjacent lands, and project facilities as may be necessary for the pro- 
tection of life, health, and property and Provided further, That the licensee’s 
consent to the construction of access roads, wharves, landings, and other facili- 


*See p. 1137. 
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ties shall not without its express agreement place upon the licensee any obliga- 
tion to construct or maintain such facilities. 

Article 31. The licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of admin- 
istration of part I of the act, 1 cent per horsepower of the installed capacity 
(151,000 horsepower), plus 2% cents per 1,000 kilowatt-hours of gross energy 
generated by the project during each calendar year for which the charge is 
made; and 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, $239.92. 

(C) The exhibits designated and described in paragraphs (a) and (b) above 
are approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the 
act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be signed 
for the licensee and returned to the Commission within 60 days from the date 
of issuance of this order. 

Commissioner Doty not participating. 


Findings and order issuing certificate of public convenience and necessity 
Cities Service Gas Co. 
Docket No. G—1988 
October 30, 1953 


Cities Service Gas Co. (applicant), a Delaware corporation with its principal 
place of business in Oklahoma City, Okla., filed an application on June 30, 1952, 
and supplement thereto on August 15, 1952, for (1) a certificate of public con- 
venience and necessity pursuant to section 7 of the Natural Gas Act authorizing 
the construction and operation of approximately 2,700 feet of 8-inch pipeline 
from a point on its 26-inch pipeline in Ford County, Kans., to a point on the 
26-inch and/or 24-inch gas pipeline of Natural Gas Pipeline Co. of America, in 
Ford County, Kans., and (2) authorization to make a temporary sale of natural 
gas to Natural Gas Pipeline Co. of America through facilities described in (1) 
above. 

The Commission, on July 14, 1952, granted temporary authorization for the 
sale and delivery of 16,500 M. c. f. daily to Natural Gas Pipeline Co. of America 
through September 30, 1952. 

Natural Gas Pipeline Co. of America (Natural), a Delaware corporation 
having its principal place of business at Chicago, IIl., filed on September 28, 
1953, a petition for leave to intervene in this proceeding, and requested in con- 
nection therewith that it be permitted to join in the application filed by Cities 
Service Gas Co. Natural joins in applicant’s request for a certificate of pub- 
lie convenience and necessity. The Commission, on October 19, 1953, granted 
Natural’s request to intervene and become a party to the proceeding. 

Pursuant to Commission order issued July 24, 1953, and after due notice, in- 
cluding publication in the Federal Register on July 30, 1953 (18 F. R. 4480), a 
public hearing was held commencing September 14, 1953, and after recess con- 
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cluded on September 30, 1953, respecting the matters involved and the issues 
presented by applicant and Natural. 

At the conclusion of the hearing, all parties with the concurrence of staff 
counsel moved for the omission of the intermediate decision procedure. 

Applicant and Natural seek a permanent certificate authorizing the operation 
of the above-described facilities and the delivery of gas, one to the other under 
conditions of emergency. 

The record in this proceeding shows that applicant and Natural have executed 
a contract providing for the sale and delivery of natural gas to each other under 
emergency conditions through the facilities described. Both parties contemplate 
that sales and deliveries of natural gas made under the agreement will be those 
volumes which are available over and above the requirements of the delivering 
company. It is further contemplated that payment for gas received will be 
made “in kind.” 

The evidence of record indicates that under normal operating conditions the 
pressure existing in applicant’s pipeline at the point of interconnection will not 
permit redelivery of natural gas by Natural. Redeliveries of natural gas by 
Natural would therefore be effected through an unnamed field connection or 
other point of connection. In the event of an emergency on applicant’s pipeline 
resulting in a reduction of pressure, natural gas could be delivered to applicant 
by Natural by means of the subject facilities. Upon a return to normal opera- 
tions, applicant could repay the volumes received by means of these facilities. 
The record clearly indicates that it will be in the public interest to maintain the 
subject facilities in place for emergency use as requested. 

The parties propose to submit service agreements and tariff schedules cover- 
ing the service proposed to be offered by means of the facilities in question. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
in Oklahoma City, Okla., owns and operates, among other facilities, a natural- 
gas transmission pipeline system located in the States of Oklahoma, Texas, 
Kansas, Missouri, and Nebraska, and by such operations applicant is engaged in 
the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commission, 
and is, therefore, a “natural gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order entered on December 
28, 1943, docket No. G-298, 4 F. P. C. 471. 

(2) Natural Gas Pipeline Co. of America is a Delaware corporation having its 
principal place of business at Chicago, Ill, owns and operates, among other 
facilities, a natural-gas transmission pipeline system located in the States of 
Oklahoma, Kansas, Nebraska, Iowa, and Illinois, is engaged in the transporta- 
tion and sale of natural gas subject to the jurisdiction of the Commission, and is 
a natural-gas company within the meaning of the Natural Gas Act, as has here- 
tofore been found by the Commission in its order of October 13, 1942, docket 
No. G—235, 3 F. P. C. 830. 

(3) The facilities hereinbefore described are proposed to be used under condi- 
tions of emergency by applicant and Natural for the transportation and sale 
of natural gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion, as an integral part of applicant’s existing pipeline system, and the operation 
thereof by applicant is subject to the requirements of subsections (c) and (e) 
of section 7 of the Natural Gas Act. 

(4) Applicant and Natural are able and willing properly to do the acts and 
to perform the service proposed and to conform to the provisions of the Natural 
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Gas Act, and the requirements, rules, and regulations of the Commission 
thereunder. 

(5) The proposed operation of the facilities by applicant and Natural are 
required by the public convenience and necessity, and a certificate therefor should 
be issued to applicant and Natural as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (3) (iv), and (5) of section 157.20 of the 
Commission’s rules of practice and procedure (18 C. F. R. 157.20) should attach 
to the certificate hereinafter issued, and to the exercise of the rights granted 
thereunder. 

(7) All counsel, including staff counsel, having concurred in the waiver of 
the intermediate decision procedure, pursuant to section 1.30 (d) (5) of the 
Commission’s rules of practice and procedure, the Commission should forthwith 
render the final decision in this proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Cities Service Gas Co. and Natural Gas Pipeline Co. of 
America to operate the facilities hereinbefore described, all as more fully de- 
scribed in the application, as supplemented, in this proceeding, for the sale and 
delivery of natural gas under conditions of emergency when authorized by the 
Commission, or its pertinent rules and regulations relating to exempted emer- 
gency operations subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) This certificate shall be accepted, in writing and under oath, by a respon- 
sible official of applicant and Natural, and the general terms and conditions set 
forth in paragraphs (1), 3 (iv), and (5) of section 157.20 of the Commission’s 
rules of practice and procedure shall attach to the issuance of the certificate 
granted in paragraph (A) hereof, and to the exercise of the rights granted 
thereunder. ; 

(C) The certificates issued to Cities Service Gas Co. and Natural Gas Pipeline 
Co. of America shall be void unless there is submitted by said companies, within 
60 days from the date of issuance of this order, service agreements and schedules 
of rates and charges for such service satisfactory to the Commission, and pro- 
viding for the exchange of natural gas between the companies under emergency 
conditions. 

Commissioner Smith not participating. 


Order denying certificates of public convenience and necessity 
Southern Natural Gas Co. and Chattahoochee Natural Gas Co. 
Docket Nos. G—2065, G-2066 
October 30, 1953* 


Chattahoochee Natural Gas Co. (Chattahoochee) filed its application at docket 
No. G—2066, on September 12, 1952, and amendments thereto on January 7, July 6, 
and September 28, 1953, for a certificate of public convenience and necessity pur- 
suant to section 7 of the Natural Gas Act authorizing it to construct a pipeline 
system in northwest Georgia, approximately 69.9 miles in total length, and to 


transport and sell natural gas for resale in the communities of Dalton, LaFayette, 





*Rehearing denied by order issued December 14, 1953. 
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Summerville, and Trion, Ga., and to one direct industrial customer on an inter- 
ruptible basis. 

Southern Natural Gas Co. (Southern Natural) concurrently filed its applica- 
tion, pursuant to section 7 of the Natural Gas Act at docket No. G—2065, for a 
certificate of public convenience and necessity authorizing it to construct a line 
tap and metering and pressure regulating facilities at the north end of its 
Cedartown-Rome loop, near Rome, Ga. The proposed facilities of Chattahoochee 
would extend from Southern Natural’s proposed line tap to Dalton, Ga., and all 
of Chattahoochee’s natural gas requirements would be supplied by Southern 
Natural. 

Hearing was had in these matters from August 17 to August 21, 1953, and the 
record is now before us by reason of the omission of the intermediate decision 
procedure. 

Southern Natural’s need for a certificate in docket No. G—2065 is completely 
subordinate to the success of the Chattahoochee application. In view of our de- 
termination with respect to Chattahoochee’s application at docket No. G—2066, we 
find that the certificate sought by Southern Natural’s application at docket No. 
G-2065 is not presently required by the public convenience and necessity. 

Chattahoochee’s proposed system, estimated to require an initial construction 
cost of approximately $1,540,000, is entirely dependent for its economic feasibility 
upon the development of the ultimate consumer market of its four community 
customers. No additional customers for natural gas will be available to Chatta- 
hoochee in the foreseeable future other than the four municipal distribution sys- 
tems and the single industrial interruptible customer (of minor economic sig- 
nificance to the project). 

The forecasts for the municipal systems of general service customer connec- 
tions and per customer use of natural gas do not reflect sufficient consideration 
of the present uses of competitive fuels, especially electricity, in the communities 
of Trion, Dalton, and LaFayette. For the community of Dalton, which exerts 
critical influence on the entire project as the largest wholesale customer on Chat- 
tahoochee’s proposed system, it is forecast that 19 large commercial and industrial 
customers, on an annual basis, will purchase approximately 68 percent of Dalton’s 
gas supply and will supply that community with about 42 percent of its natural 
gas revenues. Similarly, it is forecast that the community of Summerville, on 
an annual basis, will sell approximately 50 percent of its gas supply to 3 large 
commercial and industrial customers and will derive about 30 percent of its 
natural gas revenues from those sales. 

The assumptions with respect to natural gas consumption by these large com- 
mercial and industrial customers are based on nominal savings in fuel costs, with- 
out consideration being given to Southern Natural’s recent rate increase filing of 
4 cents per M. c. f., now in effect under bond, or the costs of conversion to natural 
gas, or, in the case of interruptible industrial customers, the costs of maintaining 
two fuel systems. Not one of these commercial or industrial customers has evi- 
denced an intention to take natural gas service. The evidence of record does not 
establish satisfactorily that the municipal markets will develop as forecast and 
as required in order to make the Chattahoochee project economically feasible. 

With respect to a system of limited scope, as proposed by Chattahoochee, it is 
necessary that definite evidence be presented that the proposed large commercial 
and industrial customers have each evaluated the relative benefits to ensue from 
conversion to natural gas and have evidenced an intention to take such service, 
and that the record clearly establish the evaluation made of the effect of current 
costs and uses of competitive fuels on general service customer connections and 


consumptions of natural gas. Forecasts which are thus defective can be given 
very little, if any, weight. 
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We find that Chattahoochee has not presented evidence of the quality required 
by section 7 (e) of the Natural Gas Act, and that the application at docket No. 
G-2066 should be denied. This determination does not preclude a reapplication 
by Chattahoochee at some future date. 

The Commission orders: 

The applications filed by Chattahoochee at docket No. G—-2066 and by Southern 
Natural at docket No. G-2065 be and the same hereby are denied. 
Commissioner Sith not participating. 


Order amending order issuing certificate of public convenience and necessity 
Colorado Interstate Gas Co. 
Docket No. G-2120 
October 30, 19538 


Colorado Interstate Gas Co. (applicant), on September 9, 1953, filed a motion 
to amend the order issued July 3, 1953, issuing a certificate of public convenience 
and necessity. 

Applicant requests that paragraph (A) (3) of the order be amended to pro- 
vide for 5,400 horsepower at the Springfield and Keyes compressor stations in 
lieu of 5,280 horsepower; that paragraph (B) (3) be amended to provide for 
4.5 miles of 16-inch pipeline and 4.5 miles of 14-inch pipeline between the pro- 
posed Sanford compressor station and the Fritch compressor station of Natural 
Gas Pipeline Co. of America (Natural) in lieu of 5.0 miles of 16-inch pipeline; 
and that paragraph (B) (4) be amended to provide that the new Sanford 
station should have 5,320 horsepower in lieu of 3,960 horsepower. 

Applicant states that the change in the installed horsepower at the Springfield 
and Keyes compressor stations results from the change in the horsepower ratings 
in the compressor units now proposed to be installed. 

The change in the pipeline design between Sanford station and Fritch station 
arises from the fact that the gas received by applicant from the Sanford area 
in the Panhandle Field is to be delivered to Natural in two streams, one stream 
being lean or treated gas, and the other stream being rich gas. To accomplish 
this purpose, it is necessary to have two separate pipelines. 

The third change arises from the fact that recent studies made by applicant 
show that the suction pressure at the new Sanford compressor station will be 
less than those originally contemplated, requiring an increase in the installed 
horsepower to maintain the required discharge pressure. 

An agreement dated September 8, 1953, between applicant and Natural, 
amending the contract between these parties dated Ocober 15, 1931, as amended 
on April 14, 1950, provides, inter alia, that applicant is to deliver not more than 
75,000 M. c. f. of gas per day from the so-called Sanford area to meet applicant’s 
requirement of 134,000 M. c. f. per day to Natural. By another agreement dated 
September 8, 1953, the parties have provided, inter alia, for the delivery of a 
minimum of 20,000 M. c. f. of gas per day by applicant to Natural from appli- 
cant’s supply sources in the Morton County Field, Kansas. Applicant recognizes 
that the facilities to effect this delivery will require certificate authorization 
from this Commission. The action of the Commission on the instant motion 
to amend is without prejudice to Commission action on the proposed Morton 
County deliveries.’ 


















1 Applicant’s estimated peak day and annual deliveries to Natural in this proceeding are 
reduced to 134,000 M. c. f. per day and 47,790,466 M. c. f. annually. 
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The agreement dated October 15, 1931, is on file with the Commission as part 
of applicant’s rate schedule S-2. The agreement between applicant and Natural 
dated April 14, 1950, amending the agreement dated October 15, 1931, is not on 
file as a rate schedule. It appears that the recent amendment, dated September 
8, 1953, may not conform to part 154 of the Commission's rules and regulations 
pertaining to the form and contents of filed rate schedules. By telegram to the 
Commission dated October 8, 1953, applicant stated that it would be willing to 
accept as a condition to the order amending the order issuing the certificate 
herein a provision that applicant, with reasonable dispatch, will file a special 
rate schedule or other required tariff acceptable to the Commission, covering 
the sale for resale of natural gas to Natural. 

Applicant estimates that the revised facilities will increase the estimated cost 
of the original facilities by $211,182 to $20,067,778. 

All parties have been served with a copy of the motion to amend, and no 
objection thereto has been received. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate to carry out 
the provisions of the Natural Gas Act to modify, as hereinafter ordered and 
conditioned, the order of the Commission issued July 3, 1953, issuing a certificate 
of public convenience and necessity herein. 

The Commission orders: 

(A) The order of the Commission issued July 3, 1953, issuing a certificate of 
public convenience and necessity at docket No. G-2120, be and the same is hereby 
amended authorizing the construction and operation of the facilities herein- 
before described in lieu of those previously authorized. 

(B) The following additional condition be and the same is hereby attached 
to the exercise of the rights granted by the certificate, as herein amended: 

At least 30 days prior to commencement of service to Natural Gas Pipeline Co. 
of America proposed to be rendered through the facilities authorized herein, 
applicant shall file a revised special rate schedule or other tariff sheets, satis- 
factory to the Commission, covering the sale and delivery of natural gas by 
applicant to Natural Gas Pipeline Co. of America, such filing to be in accord 
with the requirements of part 154 of the Commission’s general rules and 
regulations. 

(C) In all other respects the conditions respecting the issuance of and the 
exercise of the rights granted by said certificate of public convenience and 
necessity, issued on July 3, 1953, shall remain in full force and effect. 
Commissioner Smith not participating. 


Order amending order issuing certificate of public convenience and necessity 
Gas Transport, Ine. 


Docket No. G—2200 





October 30, 1953 





Gas Transport, Inc. (applicant) filed, on September 18, 1953, a petition to 
amend an order of the Commission, issued September 4, 1953, issuing a certifi- 
cate of public convenience and necessity in this proceeding. Applicant requests 


that it be authorized to change the size of the pipe to be used in the 10-mile pipe- 


——_____.. 









*Funds rejuired in excess of the amount available from a credit agreement with the 
Guaranty Trust Co. of New York will be supplied from current company funds. 
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line, previously authorized, from 4 to 3 inches in diameter. Applicant states 
that 3-inch diameter pipe is more readily available than 4-inch pipe, that the use 
of 3-inch pipe will result in a saving of approximately $15,000, as compared to 
the estimated cost of construction of the pipeline presently authorized, and 
that the proposed substitution in size of pipe will not affect the ability of the 
pipeline to transport the volumes of gas contemplated. 

No protest or petition to intervene in opposition to the application for a cer- 
tificate in this proceeding was received. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate to carry out the 
provisions of the Natural Gas Act to amend as herein ordered the order of the 
Commission, issued in this proceeding on September 4, 1953. 

The Commission orders: 

(A) The order of the Commission, issued September 4, 1953, issuing a certifi- 
cate of public convenience and necessity in the above-entitled proceeding, be and 
the same is hereby amended to authorize the construction and operation of the 
proposed facilities in lieu of those previously authorized, all as hereinbefore 
described. 

(B) In all other respects, the conditions respecting the issuance of and the 
exercise of the rights granted by said certificate of public convenience and 
necessity, except as heretofore and herein amended, shall remain in full force 
and effect. 

Commissioner Smith not participating. 


Order amending order issuing certificate of public convenience and necessity 
Northern Natural Gas Co. 
Docket No. G—2010 


November 2, 1953 





Northern Natural Gas Co. (applicant) on October 2, 1953, filed a petition 
pursuant to section 16 of the Natural Gas Act to amend the Commission’s order 
issued July 30, 1953, granting applicant a certificate of public convenience and 
necessity in the above-entitled matter. Applicant requests that such certificate 
be amended to authorize it to construct and operate three miles of 10-inch loop 
line on its present Cherokee, Iowa, branch line in lieu of the 6-inch loop line 
as originally authorized. 

Applicant in support of its request states that such 6-inch loop line, as 
described in its application, as amended, was necessary to enable applicant to 
deliver contract demand volumes of gas to Cherokee, Iowa, based on its 825 
million cubie feet capacity, as authorized in the certificate proceeding in docket 
No. G-1618; that Cherokee, Iowa, has requested additional volumes of gas for 
the 1953-1954 and 1954-1955 heating seasons; and that applicant expects to 
deliver to Cherokee during such heating seasons additional volumes of gas based 
on its anticipated system capacity increase as proposed and already granted in 
part in the certificate proceeding in docket No. G—2063, which is currently in 
progress. Additionally, applicant states that in docket No. G—2063 requests for 
initial gas service to the communities of Aurelia, Alta, and Storm Lake, Iowa, 
have been made, which, if granted, would require a loop line exceeding 6 inches 
in diameter and would require an extension of the loop line herein requested. 
The proposed modification would increase the estimated constructing cost for 
such loop line from $37,000 to $61,000. 
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Notice is taken of the fact that in docket No. G—2063 hearings are still in 
progress concerning the allocation of gas to various parties to that proceeding, 
and that applicant has not been authorized to operate any of the additional 
facilities which were authorized to be constructed by the order issued May 1, 
1953 accompanying opinion No. 249. Accordingly, the order herein amending 
the order issued July 30, 1953 will provide that such additional loop facilities 
may not be operated to transport volumes of gas in excess of volumes specified 
in docket No. G-1618 unless and until so authorized by the Commission. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate to carry out 
the provisions of the Natural Gas Act to amend as hereinafter conditioned the 
order of the Commission issued July 30, 1953. 

The Commission orders: 

(A) The order of the Commission issued July 30, 1953, granting applicant 
a certificate of public convenience and necessity in docket No. G—2010, be and 
the same hereby is amended to authorize construction and operation of the 
proposed facilities in lieu of those previously authorized, all as hereinbefore 
described : Provided, however, That such facilities shall not be operated to trans- 
port volumes of gas in excess of volumes specified in docket No. G—1618, unless 
and until so authorized by the Commission. 

(B) In all other respects, the conditions respecting the issuance of and the 
exercise of the rights granted by said certificate, except as heretofore and herein 
amended, shall remain in full force and effect. 

Commissioner Smith not participating. 


Order omitting intermediate decision procedure, approving form of rate schedule, 
providing for filing thereof, and specifying accounting procedure 


Independent Natural Gas Co. 
Docket No. G—2140 
November 2, 1953 


On February 19, 1953, Independent Natural Gas Co. (Independent), a Dela- 
ware corporation having its principal place of business in Omaha, Nebr., and 
a wholly-owned subsidiary of Northern Natural Gas Co. (Northern), submitted 
for filing first revised sheets Nos. 4 and 5 and original sheet No. 4-A to its 
F. P. C. gas tariff, original volume No. 1, covering the sale of gas averaging 
approximately 30,000 M. c. f. per day (16.4 pounds per square inch absolute) 
to Northern, its only customer. The new sheets proposed a change in Inde- 
pendent’s rate structure from a straight volumetric rate of 5.75 cents per 
M. c. f. for contract quantities and 4.0 cents per M. c. f. for excess gas sold and 
delivered to Northern to a cost-of-service form of rate. Such rate assumed a 
rate of return of 6% percent; did not specify depreciation rates; and, in 
computing working capital requirements, did not give effect to the availability 
of federal income tax accruals for such purpose in the manner customarily and 
consistently required by the Commission. 

By order issued on March 27, 1953, the Commission suspended the proposed 
tariff provision until September 1, 1953. On September 10, 1953. a final order 
not having been issued in the matter, Independent filed a motion to have such 
sheets go into effect as of September 1, 1953, upon which date the statutory 
period of suspension expired. In view of the matters hereinafter set forth, that 
motion will be dismissed. 
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Hearings with respect to the proposed rate changes were held on May 19, 20, 
22, and 27, 1953, on August 13, 1953, and were concluded on September 4, 1953. 
On the latter date, counsel for Independent placed in the record (T. 5618-5640) 
a document entitled “F. P. C. gas tariff, first revised volume No. 1 of Independent 
Natural Gas Co.” The proposed revised tariff volume would replace Inde- 
pendent’s gas tariff, original volume No. 1, including therein first revised sheets 
Nos. 4 and 5 and original sheet No. 4-A as filed on February 19, 1953, and there- 
after suspended by the Commission. 

It was stipulated by respective counsel that F. P. C. gas tariff, first revised 
volume No. 1, represented the form of rate schedule which Independent and the 
Commission’s staff proposed should be applicable to Independent’s sales to 
Northern for resale by the latter company. Such tariff volume would provide 
for service by Independent to Northern under a single rate schedule containing 
a cost-of-service formula in which depreciation rates are specified, provision is 
made for working capital only to the extent that a proper allowance therefor 
exceeds Federal income tax accruals, and the rate of return is 6 percent. 

We find that such tariff volume is proper and should be submitted for filing 
by Independent. We further find that the motion filed by Independent on Sep- 
tember 10, 1953, should be dismissed for the reason that the changes in Inde- 
pendent’s tariff proposed in its filing of February 19, 1953, are deemed to have 
been abandoned upon the filing in the record, subject to our approval, of the 
proposed tariff volume heretofore described. We conclude, however, that such 
revised tariff volume should bear an effective date of September 1, 1953, the 
date requested by Independent. This order will so provide. 

On September 4, 1953, a motion was made by Commission staff counsel to 
omit the intermediate decision procedure with respect to all matters and issues 
involved in docket No. G-—2140, with the reservation only of the right to file 
proposed findings and conclusions concerning future accounting for certain 
expenditures as hereinafter discussed. Such motion was concurred in by counsel 
for Independent, and there was no objection. We find that omission of the 
intermediate decision procedure is appropriate. 

The record shows that Independent purchases natural gas, averaging 30,000 
M. c. f. per day (16.4 pounds per square inch absolute) from Phillips Petroleum 
Co. (Phillips) at the latter’s Gray gasoline plant in Gray County, Tex., com- 
presses such gas, and transports it through its existing pipeline approximately 
21 miles in a northwesterly direction to a point of connection with Northern's 
pipeline system near the latter company’s Skellytown compressor station in 
Carson County, Tex., where the gas is sold and delivered to Northern. The 
contract under which gas is purchased will expire on October 1, 1955. 

Cognizance is taken of the fact that Independent was granted a certificate 
by Commission order issued September 17, 1953 (docket Nos. G—2124, et al.) 
authorizing it to transport through its existing facilities for the account of 
Northern gas in the approximate volume of 10,000 M. c. f. per day (14.65 pounds 
per square inch absolute), which gas Northern proposed to purchase from 
Phillips under a contract terminating October 1, 1955. The tariff volume ap- 
plicable to such transportation service is complementary to and similar in pro- 
visions to the tariff volume for sales for resale, described herein. Subsequent 
to October 1, 1955, as appears in the aforementioned order issued September 17, 
1953, it is proposed that Independent transport gas for the account of Northern 
in amounts up to 46,000 M. c. f. per day (14.65 pounds per square inch absolute), 
which gas will be purchased by Northern from Phillips pursuant to a contract 
terminating October 1, 1960. It thus appears that Independent’s operations are 
proposed to continue until at least October 1, 1960. 
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The record herein shows that Northern acquired the outstanding stock of 
Independent in November of 1952 at a cost of approximately $354,000, and that 
since the time of such acquisition Northern has advanced approximately $335,000 
for additions and replacements of plant to rehabilitate Independent’s facili- 
ties. The record further shows that Independent anticipates making additional 
large expenditures during 1953, 1954 and 1955 for additions, betterments, replace- 
ments, and maintenance. Some maintenance expenditures will be non-recurring 
and will be incurred to enable Independent's facilities to be operated at least 
until October 1, 1960, at standards equivalent to those prevailing on Northern’s 
system. 

On September 29, 1953, Commission staff counsel submitted proposed findings 
and conclusions in which, with reference to such proposed expenditures, it was 
recommended that maintenance expenditures incurred to enable Independent’s 
facilities to be operated at required standards be amortized over a period extend- 
ing until October 1, 1960, through charges to the proper accounts; and that, until 
the nature and extent of future expenditures involving additions, betterments, 
replacements, or maintenance could be ascertained, Independent be required to 
submit an annual report in writing to the Commission, setting forth in detail 
its segregation of costs as between normal maintenance expenses, other mainte- 
nance expenses, and additions, betterments, or replacements, and its justification 
therefor. Proposed findings and conclusions were not submitted on behalf of 
Independent. 

The Commission finds: 

(1) The aforesaid proposed revised tariff volume filed of record in this pro- 
ceeding at pages 5618 to 5640 of the transcript sets forth the just and reasonable 
rate under which sale of gas by Independent to Northern for resale should be 
made, and Independent should be directed to tender such tariff volume for filing 
with the Commission within 10 days from the date of issuance of the order 
herein, said volume to bear the effective date of September 1, 1953. 

(2) The motion of Independent to put into effect the tariff changes embodied 
in its filing of February 19, 1953, should be dismissed, and first revised sheets 
Nos. 4 and 5 and original sheet No. 4—-A to Independent’s F. P. C. gas tariff, 
original volume No. 1, should be disallowed. 

(3) It is reasonable and in the public interest in carrying out the provisions 
of the Natural Gas Act that Independent be required, with respect to the cost 
of any service hereinafter rendered to Northern, to account for future expendi- 
tures as hereinafter provided and ordered. 

The Commission orders: 

(A) The intermediate decision procedure be and the same is hereby omitted, 
in accordance with the provision of section 1.30 (c) (1) of the Commission’s 
rules of practice and procedure. 

(B) Within 10 days from the date of issuance of this order, Independent shall 
tender for filing with the Commission the aforesaid revised tariff volume filed of 
record in this proceeding at pages 5618 to 5640 of the transcript, such volume 
to bear an effective date of September 1, 1953. 

(C) The tariff changes embodied in first revised sheets Nos. 4 and 5 and 
original sheet No. 4—-A to Independent’s F. P. C. gas tariff, original volume No. 1, 
be and the same are disallowed and denied; and the motion of Independent filed 
on September 10, 1953 to put such tariff changes into effect be and the same is 
dismissed. 

(1D) With respect to cost of any service hereinafter rendered by Independent 
to Northern, Independent shall account as follows: 

(1) Additions, betterments, and replacements of gas plant in service shall be 
capitalized, retirements relative thereto shall be properly recorded, and amounts 
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so capitalized shall be depreciated at the same rates as Independent’s existing 
gas plant in service is to be depreciated as prescribed in the tariff volume herein 
directed to be filed. 

(2) Maintenance expenses incurred to enable Independent’s facilities to be 
operated at standards prevailing on Northern’s system shall be charged to account 
No. 146, other deferred debits, of the uniform system of accounts, and monthly 
amortization thereof shall be recorded on a pro-rata basis through equal monthly 
charges to the appropriate accounts in subsection 3.1 (operating expenses) of any 
cost-of-service rate schedule or rate schedules now or hereafter forming part of 
Independent's tariff; such charges shall begin with the month in which the 
expenditure is made and shall end with the month of September 1960, in such 
amounts that the debit balance in account No. 146, other deferred debits, is 
disposed of by September 30, 1960. 

(E) Independent shall submit a report to the Commission at the end of each 
of the calendar years 1953, 1954, and 1955; such report shall be verified by a 
responsible officer of the company and shall show in detail for such year the 
following information : 

(1) Changes in accounts for gas plant in service and related reserve accounts 
segregated as to additions, betterments, replacements and retirements. 

(2) Total expenditures for maintenance of facilities segregated as to normal 
day-to-day maintenance expense and other maintenance expense which is to 
be accounted for as provided in sub-paragraph (2) of paragraph (D) hereof. 

(3) The basis for the segregations required above in (1) and (2); the method 
utilized to make the segregations, and the justification for such basis and method. 

Commissioner Smith not participating. 


Findings and order issuing certificate of public convenience and necessity and 
permitting abandonment of facilities 


Arkansas-Oklahoma Gas Co. 
Docket No. G-2191 
November 2, 1953 


Arkansas-Oklahoma Gas Co. (applicant), a Delaware corporation with its 
principal place of business in Fort Smith, Ark., on June 18, 1953, filed an ap- 
plication pursuant to section 7 of the Natural Gas Act, seeking permission and 
approval to abandon, remove, and relocate certain facilities, and a certificate of 
public convenience and necessity authorizing the construction and operation of 
facilities, subject to the jurisdiction of the Commission, and described as follows: 

(1) Remove approximately 18.5 miles of 12%-inch pipeline extending from 
the Spiro Field in Le Flore County, Okla., to the Arkansas-Oklahoma State line 
near Fort Smith. 

(2) Construct and operate approximately 25 miles of 12%-inch pipeline ex- 
tending southwesterly from the Cecil Field in Franklin County, Ark., to South 
Fort Smith station, Ark. Such line is to be constructed with pipe salvaged from 
the Spiro Field line and an additional 6.5 miles of new 12%4-inch pipeline in addi- 
tion to one meter station. 

(3) Construct and operate approximately 2.55 miles of 10%4-inch pipeline to 
parallel an existing line extending from South Fort Smith station to Henderson 
station in Fort Smith and a metering station. 

The record shows applicant currently provides in excess of 90 percent of the 
natural gas requirements of the Fort Smith Gas Corp. for resale to domestic 
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and commercial customers in Fort Smith, Van Buren and Alma, Ark. Approxi- 
mately 50 percent of the requirements of the Fort Smith Gas Corp. have been 
supplied by applicant from its reserves in the Spiro Field in Le Flore County, 
Okla., such yolumes being transported through 10% and 12%-inch looped pipe- 
lines. It appears that the reservoir pressure and deliverability from the wells 
in the Spiro Field have declined to such an extent that an existing 10%-inch 
line will have sufficient capacity to market the output of the field without using 
the 12%-inch line. Applicant thus proposes to remove this 12%-inch line from 
the declining source of supply in the Spiro Field in Oklahoma, and to relocate 
such line (with some additional pipe to be purchased) to supplement an existing 
line with inadequate capacity now connecting the recently developed Cecil Field 
in Arkansas, with applicant's system serving Fort Smith. Applicant states it 
owns one-half of the reserves in the Cecil Field and that sufficient gas reserves 
are available in that field to replace the deficiency in gas supply occasioned by 
the decline of the reserves in the Spiro Field. 

Applicant presently operates a pipeline (composed of 10 and 8-inch pipe) 
from the Cecil Field to South Fort Smith; however, this line is limited to a maxi- 
mum daily capacity of only 9,000 M.c.f. by virtue of restricted operating pres- 
sures due to the condition of the line. Under the projected operating condi- 
tions, the proposed new line (item 2) will have a daily capacity of 28,000 M.c.f. 
and applicant states that under maximum operating conditions the line can 
transport 44,000 M.c.f. per day. It appears that under the normal projected op- 
erations the capacity of the proposed and existing line to transport gas from the 
Cecil Field will be approximately 37,000 M.c.f. per day, which will provide suffi- 
cient capacity to permit applicant to meet its peak day and hourly load in Fort 
Smith as well as its other markets through the 1956-1957 winter season. 

The estimated cost of the facilities is $478,619, which applicant proposes to de- 
fray from funds to be obtained under existing banking arrangements. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 26, 1953, respecting the matters involved, and the issues presented by 
the application and supplementary data filed in connection therewith. No protest 
to the application has been received. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business at 
Fort Smith, Ark., owns and operates, among other facilities, a natural-gas trans- 
mission pipeline system located in the States of Arkansas and Oklahoma, and 
by such operations, applicant is engaged in the transportation and sale of natural 
gas in interstate commerce for resale for ultimate public consumption, subject 
to the jurisdiction of the Commission, and is, therefore, a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission at docket No. G-443, 3 F. P. C. 436, In the Matter of Southern United 
Gas Company, predecessor of applicant. 

(2) The facilities hereinbefore described which are proposed to be con- 
structed and operated are proposed to be used in the transportation and sale of 
natural gas in interstate commerce, subject to the jurisdiction of the Commission, 
as integral parts of applicant’s existing pipeline system, and the construction 
and operation thereof by applicant are subject to the requirements of subsec- 
tions (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission there- 
under. 

(4) The facilities hereinbefore described which are proposed to be abandoned 
and removed are used in the transportation and sale of natural gas in interstate 
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commerce, subject to the jurisdiction of this Commission, as integral parts of 
applicant’s existing pipeline system, and the abandonment and removal thereof 
by applicant are subject to the requirements of subsection (b) of section 7 of the 
Natural Gas Act. 

(5) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) The proposed abandonment and removal of the facilities by applicant are 
permitted by the public convenience and necessity and an order authorizing the 
same should be issued as hereinafter ordered and conditioned. 

(7) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 C. F. R. 1.32(b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(8) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and (5) 
of section 157.20 of the Commission’s rules of practice and procedure (18 C. F. R. 
157.20) should attach to the certificate hereinafter issued, and to the exercise of 
the rights granted thereunder, and that the time within which construction of 
facilities authorized by this order shall be completed and in actual operation 
should be fixed at 4 months from the date on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in the application in this proceeding, for 
the transportation and sale of natural gas as therein set forth, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) Permission and approval be and the same are hereby granted applicant 
to abandon and remove the facilities hereinbefore described, all as more fully 
described in the application, upon the terms and conditions of this order. 

(C) This certificate shall be accepted in writing, and under oath, by a 
responsible official of applicant and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv) and (5) of section 157.20 of 
the Commission’s rules of practice and procedure shall attach to the issuance of 
the certificate granted in paragraph (A) hereof, and the permission granted in 
paragraph (B) hereof and to the exercise of the rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be removed, 
abandoned, constructed and placed in actual operation as provided by paragraph 


(2) of section 157.20 of the Commission’s rules of practice and procedure is 
hereby fixed at 4 months from the date on which this order issues. 
Commissioner Smith not participating. 


Findings and order issuing certificate of public convenience and necessity and 
permitting and approving abandonment 


Transcontinental Gas Pipe Line Corp. 
Docket No. G—2239 
November 2, 1953 


On September 3, 1953, Transcontinental Gas Pipe Line Co. (applicant), a 
Delaware corporation having its principal place of business in Houston, Tex., 
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tiled an application pursuant to section 7 of the Natural Gas Act for a certificate 
of public convenience and necessity authorizing the construction and operation 
of a meter station, together with appurtenant equipment, to be located on appli- 
can’s main 30-inch pipeline near the town of Stanley, N.C. Deliveries of natural 
gas through the proposed meter station to Public Service Co. of North Carolina 
(Public Service) will be in volumes Public Service is entitled to receive under its 
existing service agreement with applicant and within the portion of applicant’s 
system capacity allwwated to Public Service by the Commission order issued 
January 19, 1951, in docket No. G—1411. 

The proposed facilities are for the sole purpose of enabling Public Service to 
supply natural gas on a curtailable basis to an industrial customer, Talon, Inc. 
The total cost of the project is estimated to be $15,667.00 to be financed by 
applicant from funds on hand. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 23, 1953, respecting the matters involved and the issues presented by 
the application. No protest to the granting of the application has been received. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
in Houston, Tex., owns and operates, among other facilities, a natural-gas trans- 
mission pipeline system located in the States of Texas, Louisiana, Mississippi, 
Alabama, Georgia, South Carolina, North Carolina, Virginia, Maryland, Pennsyl- 
vania, New Jersey and New York, and by such operations is engaged in the 
transportation and sale of natural gas in interstate commerce for resale for 
ultimate public consumption, subject to the jurisdiction of the Commission, and 
is, therefore, a “natural-gas company” within the meaning of the Natural Gas Act 
as heretofore found by the Commission in its orders issued May 29, 1948, and 
November 18, 1948, in docket No. C-1143, 7 F. P. C. 24 and 7 F. P. C. 139. 

(2) The facilities hereinbefore described are proposed to be used for the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as integral parts of applicant’s existing pipeline system, and 
the construction and operation thereof by applicant are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities herein, for the 
transportation of natural gas by the applicant to Public Service Co. of North 
Carolina, are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i); (3) (iii), (3) (iv), and 
(5) of section 157.20 of the Commission’s rules of practice and procedure (18 
C. F. R. 157.20) should attach to the certificate hereinafter issued, and to the 
exercise of the rights granted thereunder, and that the time within which con- 
struction of facilities authorized by this order shall be completed and in actual 
eperation should be fixed at 30 days from the date on which this order issues. 

(6) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 C. F. R. 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 
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(A) A certificate of public convenience and necessity be and the same is 
hereby issued to Transcontinental Gas Pipe Line Co. authorizing the construc- 
tion and operation of the facilities hereinbefore described, all as more fully 
described in the application in this proceeding, for the transportation of natural 
gas as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of applicant and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) of section 157.20 
of the Commission’s rules of practice and procedure shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be constructed 
and placed in actual operation as provided by paragraph (2) of section 157.20 of 
the Commission’s rules of practice and procedure is hereby fixed at 30 days 
from the date on which this order issues. 


Commissioner Smith not participating. 


Order accepting surrender of license (minor) 
Ralph E. McClanahan 
Project No. 2040 


November 2, 19538 


An application was filed June 30, 1953, by Ralph E. McClanahan, licensee for 
proposed minor project No. 2040, for surrender of the license for the project. 

The license for the project, affecting lands of the United States within the 
Olympic National Forest in Jefferson County, Wash., was issued September 26, 
1951, for a period of 10 years to Ralph E. McClanahan, of Quilcene, Wash., with- 
out charge. 

The Forest Service, Department of Agriculture, has informed the Commission 
that the licensee has decided to abandon the project. 

The licensee’s copy of the license instrument has been returned. 

The Commission finds: 

Acceptance of surrender of the license for the project is appropriate as herein- 
after provided. 

The Commission orders: 

Surrender of the license for minor project No. 2040 is hereby accepted effective 
as of June 30, 1953. 
Commissioner Smith not participating. 


Order approving and directing disposition of amounts classified in account 107, 
electric plant adjustment 


Union Electric Power Co. 
November 2, 1958 


In accordance with electric plant accounts instruction 2-D of the uniform 
system of accounts prescribed for public utilities and licensees, Union Electric 
Power Co. and its predecessor companies have filed their reclassification and 
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cost studies of electric plant as of January 1, 1937. Thereafter, disposition of 
the excess over original cost was made pursuant to the Commission’s orders of 
November 6, 1941, April 18, 1944, and October 3, 1945. 

Examinations of the books and records of the company made during 1952 in 
connection with proceedings in docket No. E-6398 disclosed an overstatement 
of original cost in the amount of $24,270.53 applicable to property additions made 
by the company and its predecessors during the period from January 1, 1937 to 
December 31, 1951. This excess of recorded cost over original cost, which the 
staff recommended be classified in account 107, electric plant adjustments, as of 
December 31, 1951, arose as follows: erroneous calculations and appropriate 
interest adjustments relating to construction of the company’s Venice No. 2 
plant, $4,737.08; engineering costs and related charges applicable to the in- 
stallation of a frequency changer (construction of which has been in abeyance 
since 1943) in the plant acquired from Mississippi River Power Co., $19,387.45; 
and the excess of recorded cost over original cost of certain land acquired from 
Nauvoo Electric Light & Power Co., $146.00. 

The company proposes to establish the recommended total adjustments of 
$24,270.53 in account 107, electric plant adjustments, and to dispose of the 
resulting balance therein by the following charges: 


- 


Account 250, reserve for depreciation of electric plant \ . 87 
Account 536, interest charged to construction-credit 55. 19 
Account 538, miscellaneous income deduction 17, 527. 47 


24, 270. 53 


By letter of October 5, 1953, the Illinois Commerce Commission indicated its 
approval of the proposed disposition plan. 

The Commission finds: 

The proposed disposition of the $24,270.53 excess in recorded cost over original 
cost in the manner described above is reasonable and appropriate for the purposes 
of the Federal Power Act. 

The Commission orders: 

The disposition by Union Electric Power Co. of $24,270.53 classified in account 
107 by charges of $2,987.87 to account 250, reserve for depreciation of electric 
plant, $3,755.19 to account 536, interest charged to construction-credit, and 
$17,527.47 to account 538, miscellaneous income deductions, are hereby directed 
and approved. 

Commissioner Smith not participating. 


Order approving maintenance of permanent connection for emergency use only 
Houston Lighting & Power Co. 
Docket No. E-6335 


November 4, 1953 


In an application filed October 1, 1953, pursuant to section 202 (d) of the Fed- 
eral Power Act, Houston Lighting & Power Co. (applicant) requested approval 
of this Commission to maintain and use its presently existing permanent con- 
nection for emergency use only with Gulf States Utilities Co. (Gulf States), after 
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December 31, 1953,’ without applicant, on account of the maintenance and use 
of said interconnection, becoming subject to the jurisdiction of this Commission. 

Applicant, a corporation organized and existing under the laws of the State of 
Texas, with its principal business office in Houston, Tex., is engaged in the gen- 
eration, transmission, distribution and sale of electric energy in eleven counties 
in Texas. 

Gulf States, a corporation organized and existing under the laws of the State 
of Texas, with its principal business office in Beaumont, Tex., is engaged in the 
generation, transmission, distribution and sale of electric energy in the States 
of Texas and Louisiana, and owns and operates facilities, among others, for the 
transmission and sale at wholesale of electric energy in interstate commerce 
and is a public utility, as heretofore determined and set forth in the Commis- 
sion’s order entered October 9, 1947, In the Matter of Gulf States Utilities Co., 
docket No. IT-6081, 6 F. P. C. 958, within the meaning of that term as used in 
the act. 

Applicant’s existing emergency connection consists of a 66-kilovolt tie at ap- 
plicant’s Huffman switchrack near Huffman, Harris County, Tex., to Gulf 
States’ 66-kilovolt Dayton-Huffman transmission line with regulating, switching 
and metering equipment located at Gulf States’ Dayton substation near Dayton, 
Liberty County, Tex. 

It is proposed that the connection will be used with the switches normally open 
and only closed upon the occurrence of an emergency on either system. Upon 
such an occurrence, the two systems will be temporarily paralleled in order 
to avoid an interruption of service and an appropriate block load transfer will 
be made. 

Applicant states that, due to its reciprocal nature, the proposed connection 
will assist in insuring the electric supply of the total area. 

The Commission finds: 

(1) The facilities, other than the proposed interconnection, which applicant 
owns and operates may not include facilities for the transmission or sale at 
wholesale of electric energy in interstate commerce and applicant, accordingly, 
may not be a public utility within the meaning of section 201 of the act. 

(2) The proposed interconnection will be a permanent connection for emer- 
gency use only within the meaning of section 202 (d) of the act. 

(3) Maintenance and use of such interconnection may involve the transmis- 
sion or sale at wholesale of electric energy in interstate commerce within the 
meaning of section 201 of the act. 

(4) The maintenance and use of the interconnection as hereinafter approved 
will serve the emergency needs of applicant and Gulf States and be desirable 
in the public interest as expressed in the act. 

The Commission orders: 

(A) The maintenance of the aforesaid permanent connection for emergency 
use only, as the term “emergency” is defined in section 32.20 of the Commission's 
general rules and regulations, is hereby approved and shall not affect the status 
of the applicant under the act. 

(B) The aforesaid connection shall be maintained with connecting switches 
open at all times except during emergencies and every closing of the switches 
shall be deemed a use of the connection. 

(C) Applicant shall report each use of the connection to the Commission in 
accordance with section 32.23 of the Commission’s regulations under the act. 


1The Commission’s order dated January 16, 1951, in the above docket, approved the 
maintenance and use of the existing connection for a period not beyond December 31, 1953. 
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Order authorizing issuance of securities 
Gulf States Utility Co. 
Docket No. E-6525 
November 4, 1953 


Gulf States Utilities Co. (applicant), a corporation organized and existing 
under the laws of the State of Texas, qualified and authorized to do business as a 
foreign corporation in the State of Louisiana, having its principal business office 
in Beaumont, Tex., on October 8, 1953, filed an application with amendment 
thereto on October 22, 1953, for an order, pursuant to section 204 of the Federal 
Power Act, authorizing the issuance of $10.000,000, principal amount, of its first 
mortgage bonds, — percent, series due 1983. 

Applicant proposes to issue the $10,000,000, principal amount, of first mortgage 
bonds under its indenture of mortgage dated September 1, 1926, to the Hanover 
Bank (formerly Central Hanover Bank & Trust Co.), successor trustee, as here- 
tofore supplemented, and as to be further supplemented by the thirteenth sup- 
plemental indenture to be dated as of December 1, 1953. 

Applicant proposes, on or about November 12, 1953, to invite bids for the pur- 
chase of the 1983 series bonds by newspaper publication of a notice of invitation 
for bids for the purchase of bonds and through distribution of a public invitation 
for bids for the purchase of $10,000,000 first mortgage bonds, — percent, series 
due 1983, setting forth the terms and conditions relating thereto. All bids 
must be in writing and shall specify the coupon rate of the bonds which shall be 
a multiple of 4% percent and the price (exclusive of accrued interest) to be paid 
to the applicant which shall not be less than 100 percent, nor more than 102% 
percent, of the principal amount thereof and shall provide that the accrued 
interest on the said bonds from December 1, 1953, to the date of payment therefor 
and delivery thereof will be paid to applicant by the purchasers. In addition, 
every bid, whether from a single bidder or group of bidders, must be for the pur- 
chase of all of the 1983 series bonds to be sold and be accompanied by a certified 
or band cashier’s check or checks in the aggregate amount of $500,000 (5 per- 
cent of the principal amount of the proposed $10,000,000 issuance). All bids 
must be presented to applicant before 11:00 a. m. (E. S. T.), November 23, 
1953, unless postponed. Unless the applicant shall reject all bids (which it re- 
serves the privilege so to do) or exclude a bid or bids for reasons specified 
in the public invitation, it will accept the bid which provides the lowest cost 
of money to it. 

The application indicates that the proceeds from the proposed issuance will 
be used, in part, to reimburse applicant’s treasury for a portion of its construc- 
tion expenditures heretofore made, to pay off a portion of its short-term bor- 
rowings on unsecured promissory notes, and to provide a portion of the funds 
required to carry forward its 1953 construction program estimated to require 
a total of approximately $27,500,000. 

Written notice of the application has been given to the Railroad Commission 
of Texas and to the Public Service Commission of Louisiana and to the Governor 
of each of those States. Notice of the application has also been given by pub- 
lication in the Federal Register on October 17, 1953 (18 F. R. 6638), stating 
that any person desiring to be heard or to make any protest with reference to 
the application should file a petition or protest on or before October 31, 1958. 
No protest or petition or request to be heard in opposition to the granting of said 
application has been received. 
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The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the act, subject to the jurisdiction of the Commission, as heretofore de- 
scribed and set forth tn the Commission’s order dated October 9, 1947, In the Mat- 
ter of Gulf States Utilities Co., docket No. IT-6081. 

(2) The proposed issue and sale of $10,000,000, principal amount, of first 
mortgage bonds will constitute an issuance of securities within the purview of 
section 204 of the act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of section 204 (f) of the act, and the proposed issuance of securities is, there- 
fore, not exempt by virtue of that section from the requirements of section 204 
of the act. 

(4) The proposed issuance of securities will enable applicant to obtain funds to, 
in part, reimburse its treasury for a portion of the construction expenditures 
heretofore made, to pay off a portion of its short-term borrowings on unsecured 
promissory notes, and to provide a portion of the funds required to carry for- 
ward its 1953 contruction program. 

(5) The proposed issuance and sale through competitive bidding of first mort- 
gage bonds, as hereinafter authorized, will be for a lawful object, within the 
corporate purposes of the applicant and compatible with the public interest, which 
is appropriate for and consistent with the proper performance by the applicant 
of service as a public utility and which will not impair its ability to perform 
that service, and is reasonably appropriate for such purposes. 

(6) The public notice given the aforesaid application is reasonable. 

The Commission orders: 

(A) The proposed issuance and sale of first -nortgage bonds, described above, 
upon the terms and conditions, and for the purposes specified in the application, 
be and the same are hereby authorized, subject to the provisions of this order. 

({B) The proposed issuance and sale at competitive bidding shall not be con- 
summated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of section 34.2(k) (8) of the Commission’s rules relating to compliance with 
competitive bidding requirements and section 34.2(k) (4) of the rules, relating 
to affiliation, and shall have either filed such amendments or shall have mailed 
them and advised the Commission by telephone and telegraph as contemplated 
by section 34.9 of the rules. 

(ii) The Commission shall have approved the price to be received by the 
applicant for the first mortgage bonds and the interest rate thereof by a further 
order. 

(C) This authorization shall expire unless the transactions hereby authorized 
are consummated within 60 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determination of cost, or any other matter 
whatsoever which may come before this Commission, or any other regulatory 
body, and nothing in this order shall be construed as an acquiesence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which 
this order relates. 
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Order to show cause, reopening and consolidating proceedings and fiving date 
of hearing 


Panhandle Eastern Pipe Line Co.; Panhandle Eastern Pipe Line Co., South- 
eastern Michigan Gas Co., Citizens Gas Fuel Co., Citizens Gas Co., Michigan 
Gas Utilities Co. 


Docket Nos. G-2035, G-2040, G-2048, G-2049, G-2050, G-2073, G-2301; G-2091 


November 5, 1953 


Docket Nos. G—2035, G-2040, G-2048, G-2049, and G-2050 are applications of 
Panhandle Eastern Pipe Line Co. (Panhandle) for disclaimers of jurisdiction or 
authorizations relative to the delivery of natural gas to certain direct sale 
customers. These dockets were consolidated for hearing together with docket 
Nos. G-1767 and G-—2047, two other certificate applications, and docket No. 
G-2091, an investigation on a number of related matters. Hearings were held 
and decisions were issued by the presiding examiner in all but docket No. G—2091. 
Exceptions were taken to the presiding examiner’s decisions by parties to the 
proceedings or the staff in all instances in which decisions were issued. The 
Commission, by its order issued October 23, 1953, affirmed the examiner’s decision 
in docket Nos. G-1767 and G—2047, supra, p. 669. 

From an examination of the record, the examiner’s decisions, and the excep- 
tions thereto, two conclusions have become abundantly apparent to us as to 
Panhandle’s proposed sales. First, Panhandle in proposing the direct sales has 
ignored the provisions of section 7 of its interruptible rate schedules which pro- 
vide that, if it has gas available in excess of that necessary to meet its firm 
and annual contract volume service requirements, it shall offer such gas first 
to its buyers which own or control storage facilities to the extent such buyers 
contract to take such gas for storage and then on an equitable basis to its 
other customers. Secondly, in at least the one instance in which there was 
presented the testimony of a customer utility serving the franchise area in which 
a direct sale was proposed to be made, Panhandle refused to make sales of natural 
gas to that utility under its interruptible schedule, stating that it was not 
selling I schedule gas. Instead, Panhandle entered into an arrangement with 
the utility whereby the utility would transport to Panhandle’s direct sale cus- 
tomer the volume of natural gas Panhandle was proposing to sell. 

Regarding the failure of Panhandle to invoke the provisions of section 7 of 
its interruptible schedules, we have provided in docket No. G—2078 for a hearing 
encompassing the validity of a procedure by which Panhandle has sold excess gas 
to certain of its resale customers through an arrangement other than its inter- 
ruptible schedules. Also the subject of that hearing is the question of whether 
the interruptible rate schedule should be revised. We believe that the hearings 
on Panhandle’s proposed direct sales have shown that the problem of whether 
Panhandle should be permitted to make direct sales before offering gas under 
its interruptible schedules to its buyers which own or control storage, or without 
offering gas to its other customers on an equitable basis, is integrally related to 
the question of possible changes in Panhandle’s interruptible rate schedules and 
that the matters should be presented to us in a single record. With that aim 
in mind we are reopening the proceedings in docket Nos. G-2035, G-2040, G—2048, 
G-2049, G-2050 and G-—2091 and consolidating them with docket No. G—2073. 

With respect to Panhandle’s proposals to make direct sales within the fran- 
chise areas of its utility customers, we believe that the necessity for such ar- 
rangements should not result from Panhandle’s refusal to sell natural gas to its 
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resale customers under its interruptible rate schedules so that it may render 
the service as a direct sale. To the end of permitting the resale customers a 
freedom of choice as to whether they or Panhandle shall serve industrial cus- 
tomers in their franchise areas, we are requiring Panhandle to show cause why 
it should not be ordered under section 7 (a) of the Natural Gas Act to sell gas 
to the local distributors of natural gas in the case of the service as proposed 
by it in docket Nos. G—2040, G—2049, and G—2050, as well as in the instance of 
its deliveries to the Mueller Brass Co. through the facilities of Southeastern 
Michigan Gas Co. 

In promulgating this order we are not unmindful of the conditions which have 
prompted our issuance of temporary authorizations in docket Nos. G—2040 and 
G-2048, and it is not the purpose of this order to indicate any disposition of 
these causes. The existence of these temporary authorizations during the period 
of the further determinations will, however, permit a continuation of that service 
for which the Commission has found temporary authorization was necessary. 

The Commission finds: 

(1) It is necessary and appropriate in the public interest, pursuant to the 
provisions of the Natural Gas Act, particularly sections 7 (a), 14, 15 and 16 
thereof, and section 1.6 of the Commission’s rules of practice and procedure, 
for the Commission, upon its own motion, to institute proceedings and to require 
Panhandle to show cause, if any there be, why it should not be required to sell 
gas to Citizens Gas Fuel Co., Citizens Gas Co., Michigan Gas Utilities Co., and 
Southeastern Michigan Gas Co. so that these companies may render the service 
within their particular franchise areas proposed to be rendered by Panhandle 
at docket Nos. G—2040, G-—2049, and G—2050, and being rendered by Panhandle 
to the Mueller Brass Co. 

(2) It is appropriate for carrying out the provisions of the Natural Gas Act 
and good cause exists for reopening the proceedings in docket Nos. G-—2035, 
G-2040, G—2048, G—2049, G—2050, and G-2091, and consolidating such proceedings 
with docket Nos. G-2073 and G-—2301. 

The Commission orders: 

(A) Panhandle show cause, if any there be, why it should not be required to 
sell natural gas to Citizens Gas Fuel Co., Citizens Gas Co., Michigan Gas Utilities 
Co., and Southeastern Michigan Gas Co. so that such companies may render 
the service within their particular franchise areas proposed to be rendered by 
Panhandle at decket Nos. G-2040, G-—2049, and G-—2050, and being rendered by 
Panhandle to the Mueller Brass Co. 

(B) The proceeding instituted in paragraph (A) above is to be designated as 
docket No. G-2301. 

(C) The proceedings in docket Nos. G—2035, G—2040, G-2048, G-—2049, G-2050, 
and G—2091 be and the same hereby are reopened and consolidated with docket 
Nos. G—-2073 and G-—2301 for the purpose of hearing. 

(D) Pursuant to the authority contained in and subject to the jurisdiction 
conferred upon the Federal Power Commission by the Natural Gas Act, includ- 
ing particularly sections 4, 5, 7, 14, 15, and 16, and the Commission’s rules of 
practice and procedure, a public hearing be held commencing January 5, 1954, 
ut 10:00 a. m. (E. S. T.) in a hearing room of the Federal Power Commission, 
441 G Street, N. W., Washington, D. C., concerning the matters involved and 
the issues presented in the consolidated proceedings. 

(E) Interested State commissions may participate as provided by sections 1.8 
and 1.37 (f) (18 C. F. R. 1.8 and 1.37 (f)) of the said rules of practice and 
procedure. 
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Order authorizing transmission of electric energy to Canada 
The Detroit Edison Co. 
Docket No. E-6515 
November 6, 1953 


The Detroit Edison Co. (applicant), a corporation organized and existing under 
the laws of the State of New York, qualified to do business as a foreign corpora- 
tion in the State of Michigan, filed an application on August 18, 1953, and amend- 
ment thereto on August 31, 1953, pursuant to section 202 (e) of the Federal 
Power Act, for authorization to transmit electric energy from the United States 
to Canada. 

Applicant requests authorization to transmit to The Hydro-Electric Power 
Commission of Ontario (Hydro) a maximum of 250,000,000 kilowatt-hours per 
year at a rate not to exceed 300,000 kilovolt-amperes in accordance with an 
interconnection agreement entered into with Hydro (a copy of which was filed 
as exhibit A to application), under the terms of which applicant and Hydro will 
exchange surplus power and energy in excess of their respective load require- 
ments at rates therein set forth, provided however, that neither party shall be 
under obligation to buy or sell such surplus power and energy at any time. 

It is proposed to transmit the electric energy over facilities which are owned 
by applicant and covered by a permit signed by the Chairman of the Federal 
Power Commission on October 12, 1953, and accepted by applicant on October 21, 
1953, which facilities include: 

(1) A 120,000-volt overhead line owned by applicant extending from its 
Waterman station located on the property of its Delray power plant in Detroit, 
Mich., over the Detroit River to the international border, there connecting with 
a like line owned by Hydro, extending to Hydro’s J. Clark Keith generating 
station in Windsor, Ontario. 

(2) A 115,000-volt overhead line owned by applicant extending from its 
Marysville station at its Marysville power plant in Marysville, Mich., over the 
St. Clair River to the international border, there connecting with a like line 
owned by Hydro, extending to Hydro’s Sarnia transformer station located in 
the vicinity of Sarnia, Ontario. 

Notice of the filing of the application was published in the Federal Register 
on August 28, 1953 (18 F. R. 5157), and given to interested State officials. No 
protest or request to be heard thereon has been received, although the Michigan 
Public Service Commission by notice of intervention dated August 26, 1953, and 
filed August 28, 1953, intervened in this proceeding. By letter dated September 
4, 1953, the Michigan Public Service Commission stated that it did not desire a 
hearing in this matter or the opportunity to submit written argument. 

The Commission finds: 

The transmission of electric energy from the United States to Canada as 
limited herein and as hereinafter authorized will not impair the sufficiency of 
electric supply within the United States and will not impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction of 
the Commission. 

The Commission orders: 

(A) Applicant be and it hereby is authorized to transmit electric energy fron. 
the United States to Canada, in accordance with the terms and conditions set 
forth in the application, and subject to the provisions of this order. 

(B) The electric energy which applicant is hereby authorized to transmit from 
the United States to Canada shall be in an amount not in excess of 250,000,000 
kilowatt-hours per year at a rate not to exceed 300,000 kilovolt-amperes over the 
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facilities specified in the permit signed by the Chairman of the Federal Power 
Commission, referred to above. 

(C) Applicant shall file with the Commission any revisions or changes in the 
interconnection agreement with Hydro, referred to above. 

(D) The authorization herein granted may be modified from time to time 
or terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the permit 
signed by the Chairman of the Federal Power Commission, referred to above. 

(BE) Applicant shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules, regulations or orders issued by the Commission. 

(F) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Canada 
pursuant to the authority herein granted; shall make, keep and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish with respect to said transmission of electric energy, reports, annually, on 
or before February 15, showing the kilowatt-hour flow, as set forth in the agree- 
ment with Hydro, referred to above, which shall be in such form as to show the 
gross kilowatt-hours of energy received and delivered, the maximum kilowatts of 
transmission, and the consideration therefor during each month of the preceding 
year. 

(G) This authorization to transmit electric energy from the United States to 
Canada shall not be transferable or assignable, but shall continue in effect tem- 
porarily for a reasonable time thereafter, in the event of the involuntary transfer 
of facilities used thereunder by operation of law (including such transfers to 
receivers, trustees, or purchasers under foreclosure or judicial sale) pending the 
making of an application for permanent authorization and decision thereon, pro- 
vided notice is promptly given in writing to the Commission accompanied by a 
statement that the physical facts relating to sufficiency of supply, rates, and 
nature of use remain substantially the same as before the transfer. 

(H) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of the lawful authority 
vested in the State or State regulatory commission over Applicant. 

(1) This authorization is without prejudice to any authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimate or determination of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(J) Concurrently with the service of this order, the permit signed by the 
Chairman of the Federal Power Commission, referred to above, be released and 
a copy transmitted by the Secretary to applicant. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G-2215 


November 6, 1958 


El Paso Natural Gas Co. (applicant), a Delaware corporation having its 
principal place of business in the Bassett Tower, El Paso, Tex., on July 21, 1953, 
filed an application, as amended August 21, 1953, for a certificate of public con- 
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venience and necessity pursuant to section 7 of the Natural Gas Act, authoriz- 
ing the construction and operation of 1.5 miles of 1%4-inch pipeline and other 
facilities, all in Coconino County, Ariz., to be connected to applicant’s San Juan 
pipeline, for the purpose of selling gas to Southern Union Gas Co. for resale to the 
Fort Valley Experimental Station, a division of the Department of Agriculture 
Forest Service. Applicant estimates the cost of the facilities at $7,824, and 
annual sales at 1,200 M. c. f. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
October 28, 1953, after being recessed from October 14, 1953, respecting the 
matters involved and the issues presented by the application. No protest to 
the granting of the application has been received. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
at El Paso, Tex., owns and operates a natural-gas transmission pipeline system 
and by such operation is engaged in the transportation and sale of natural gas 
in interstate commerce for resale for ultimate public consumption, subject to 
the jurisdiction of the Commission, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act as heretofore found by the Com- 
mission in its order of January 11, 1944, in docket No. G—288, 4 F. P. C. 486. 

(2) The facilities hereinbefore described, and as more fully described in the 
application herein, are proposed to be used in the transportation and sale of 
natural gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion, as integral parts of applicant’s existing pipeline system, and the construc- 
tion and operation thereof by applicant are subject to the requirements of sub- 
sections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 
C. F. R. 1.32 (b)) of the Commission’s rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and 
(5) of section 157.20 of the Commission’s rules of practice and procedure (18 
C. F. R. 157.20) should attach to the certificate hereinafter issued, and to the 
exercise of the rights granted thereunder, and that the time within which con- 
struction of facilities authorized by this order shall be completed and in actual 
operation should be fixed at 3 months from the date on which this order issues. 

The Commission orders : 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in the application in this proceeding and 
the exhibits appended thereto, for the transportation and sale of natural gas 
as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a respon- 
sible official of applicant and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (3) (ili), and (3) (iv), and (5) of section 157.20 
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of the Commission’s rules of practice and procedure shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be constructed 
and placed in actual operation as provided by paragraph (2) of section 157.20 
of the Commission’s rules of practice and procedure is hereby fixed at 3 months 
from the date on which this order issues. 


Findings and order issuing certificate of public convenience and necessity 
East Tennessee Natural Gas Co. 
Docket No. G—2221 


November 6, 1958 


East Tennessee Natural Gas Co. (applicant), a Tennessee corporation having 
its principal place of business near Knoxville, Tenn., filed, on August 3, 1953, 
an application for a certificate of public convenience and necessity pursuant 
to section 7 of the Natural Gas Act, authorizing the construction and operation 
of approximately 2.5 miles of 4-inch pipeline, together with a physical connection 
and metering and regulating equipment, extending from a point of connection 
on applicant’s existing Victor Chemical lateral in Maury County, Tenn., to a 
point on or near the premises of the Virginia-Carolina Chemical Corp.’s plant 
in said Maury County. Applicant proposes to utilize the aforedescribed facili- 
ties for the purpose of a direct, interruptible sale of natural gas, in volumes not 
to exceed 2,500 M. c. f. a day, to the Virginia-Carolina Chemical Corp. for use 
in the processing of phosphate for use in the production of fertilizer and feed 
for livestock. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
October 28, 1953, respecting the matters involved and the issues presented by the 
application. No protest to the granting of the application has been received. 

The Commission finds: 

(1) Applicant, a Tennessee corporation, having its principal place of business 
near Knoxville, Tenn., owns and operates a natural-gas transmission pipeline 
system and by such operations is engaged in the transportation and sale of 
natural gas in interstate commerce for resale for ultimate public consumption, 
subject to the jurisdiction of the Commission and is, therefore, a “natural-gas 
company” within the meaning of the Natural Gas Act as heretofore found by the 
Commission in its order issued February 2, 1948, in docket No. G-889, 7 F. P. C. 5. 

(2) The facilities hereinbefore described, as more fully described in the appli- 
cation herein, are proposed to be used in the transportation of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission, as integral 
parts of applicant’s existing pipeline system, and the construction and operation 
thereof by applicant are subject to the requirements of subsections (c) and (e) 
of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The pruposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 
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Cc. F. R. 1.32 (b)) of the Commission's rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and 
(5) of section 157.20 of the Commission's rules of practice and procedure (18 
Cc. F. R. 157.20) should attach to the certificate hereinafter issued, and to the 
exercise of the rights granted thereunder, and that the time within which 
construction of the facilities authorized by this order shall be completed and 
in actual operation, should be fixed at 3 months from the date on which this 
order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing applicant to construct and operate the facilities here- 
inbefore described, al! as more fully described in the application in this proceed- 
ing and the exhibits appended thereto, for the transportation of natural gas 
as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a respon- 
sible official of applicant and the general terms and conditions set forth in para- 
graphs (1), (2), (3) (i), (3) (iii), amd (3) (iv), and (5) of section 157.20 
of the Commission’s rules of practice and procedure shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of section 
157.20 of the Commission’s rules of practice and procedure is hereby fixed at 3 
months from the date on which this order issues. 


Findings and order issuing certificates of public convenience and necessity 
Natural Gas Pipeline Co. of America 
Docket Nos. G—2223, G—2224 


November 6, 1953 


















Natural Gas Pipeline Co. of America (applicant), a Delaware corporation hav- 
ing its principal business office in Chicago, II1., filed applications on August 7, 
1953, and supplements thereto on August 17 and September 21, 1953, for cer- 
tificates of public convenience and necessity pursuant to section 7 of the Natural 
Gas Act, authorizing the construction and operation of natural gas transmission 
facilities, specified in paragraphs (a) and (b) below 

(a) Approximately 3.5 miles of 4-inch lateral loop pipeline upon applicant’s 
existing right-of-way of its existing 3-inch lateral pipeline (or immediately ad- 
jacent thereto) extending from applicant’s main transmission pipeline in La 
Salle County, Ill, to a point of delivery to Illinois Power Co. in the northeast 
quarter of section 18, township 33 north, range 1 east, in La Salle County, Il. for 
the transportation and sale for resale of natural gas to Illinois Power Co. for 
ultimate public distribution in the towns of La Salle, Peru, Spring Valley, 
Oglesby, Jonesville and environs in the State of Lllinois. 

(b) Approximately 6 miles of 4-inch lateral loop pipeline upon applicant's 
existing right-of-way of its existing 2-inch lateral pipeline (or immediately ad- 
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jacent thereto) extending from a connection on applicant’s 20-inch Wisconsin 
lateral pipeline to a point near the city limits of Rochelle, Ill., together with nec- 
essary or requisite appurtenant facilities thereto, for the delivery of both flow 
and storage gas to Allied Gas Co. at Rochelle, Ill. 

After due notice pursuant to the Commission’s order issued herein on October 
22, 1953, a public hearing was held in Washington, D. C., on October 27 and 29, 
1953, respecting the matters involved and the issues presented by the applications. 
No protest to the granting of the applications has been received. 

The estimated cost of applicant’s proposed facilities described in paragraphs 
(a) and (b) above is $58,000 and $49,000 espectively, all of which will be 
financed from funds on hand. 

The Commission finds: 

(1) Natural Gas Pipeline Co. of America, a Delaware corporation, having 
its principal place of business at Chicago, IIl., is engaged in the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of 
natural gas for resale for ultimate public consumption, and therefore is a natural- 
gas company within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its October 13, 1942 order in docket No. G-235, 3 F. P. C. 
830. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as integral parts of applicant’s existing pipeline system, and the 
construction and operation thereof by applicant are subject to the requirements 
of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder, 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 
C. F. R. 1.32 (b)) of the Commission’s rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceedings. 

(5) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity and certificates therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and 
(5) of section 157.20 of the Commission’s rules of practice and procedure (18 
C. F. R. 157.20) should attach to the certificates hereinafter issued, and to the 
exercise of the rights granted thereunder, and that the time within which con- 
struction of facilities authorized by this order shall be completed and in actual 
operation should be fixed at 4 months from the date on which this order issues. 

The Commission orders: 

(A) Certificates of public convenience and necessity be and the same hereby 
are issued authorizing Natural Gas Pipeline Co. of America to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
applications, as supplemented, in these proceedings, for the transportation and 
sale of natural gas as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

*(B) These certificates shall be accepted in writing, and under oath, by 2 
responsible official of applicant and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of section 157.20 
of the Commission’s rules of practice and procedure shall attach to the issuance 
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of the certificates granted in paragraph (A) hereof, and to the exercise of the 
rights granted thereunder. 

*(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of section 
157.20 of the Commission’s rules of practice and procedure is hereby fixed at 
4 months from the date on which this order issues. 


Findings and order issuing certificate of public convenience and necessity and 
permitting and approving abandonment of facilities 


Southern Natural Gas Co. 
Docket No. G—2233 


November 6, 1953 


Southern Natural Gas Co. (applicant), a Delaware corporation having its 
principal business office in Birmingham, Ala., filed an application on August 21, 
1953, pursuant to section 7 (b) of the Natural Gas Act, requesting authority to 
abandon its town border measuring station, having a capacity of 233 M. ec. f. 
per hour, at Yazoo City, Miss., and 1.76 miles of 44-inch tap line running north- 
ward from applicant’s main north line and ending at the aforesaid measuring 
station, both of which are being used for the sale of natural gas to Mississippi 
Valley Gas Co. (Mississippi Valley) for distribution within Yazoo City. 

In addition, applicant requests a certificate of public convenience and neces- 
sity pursuant to section 7 (c) of the Natural Gas Act, authorizing the construc- 
tion and operation of a new town border measuring station, having a capacity 
of 535 M. c. f. per hour, in order to enable applicant to handle any loads which 
may reasonably be expected to develop within the future within Yazoo City. 
The new measuring station is to be located on applicant’s main north line ap- 
proximately 3.56 miles westward from the present Yazoo tap. 

After due notice pursuant to the Commission’s order issued herein on October 
20, 1953, a public hearing was held in Washington, D. C., on November 2, 1953, 
respecting the matters involved and the issues presented by the application. No 
protest to the granting of the application has been received. 

Applicant’s 1.76 miles of tap line will be abandoned in place since its salvage 
value is less than the cost of removal. Applicant has agreed that Mississippi 
Valley may use a portion of the tap line (approximately 1,600 feet) for service 
to rural customers of Mississippi Valley who are now being supplied with gas 
from that line. In addition, applicant proposes to salvage the equipment of the 
present measuring station which had a net book value as of June 30, 1953 of 
$968.23, and if possible, to sell the station site. 

The estimated cost of the new measuring station is $14,550 and of the calo- 
Ttimeter assembly to be installed in connection therewith $9,800, making a total 
of $24,350, all of which is to be financed from funds on hand. 

The Commission finds: 

(1) Southern Natural Gas Co., a Delaware corporation, having its principal 
Place of business at Birmingham, Ala., is engaged in the transportation of natural 
gas in interstate commerce and the sale in interstate commerce of natural gas for 
resale for ultimate public consumption, and therefore is a “natural-gas company” 


*By order issued December 30, 1953, the suspension period in paragraph (B) was 
reduced to January 1, 1954, and paragraph (C) was rescinded. 
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within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its October 6, 1942 order in docket No. G—296, 3 F. P. C. 822. 

(2) The facilities proposed to be abandoned and removed, as heretofore de- 
scribed, are used in the transportation and sale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, and the abandonment 
thereof by applicant is subject to the requirements of subsection (b) of section 7 
of the Natural Gas Act. 

(3) Such abandonment by applicant, as heretofore described, is permitted 
by the public convenience and necessity, and an order authorizing and approving 
the same should be issued as hereinafter ordered. 

(4) The facilities proposed to be constructed, as hereinbefore described, are 
proposed to be used in the transportation and sale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, as an integral part of 
applicant’s existing pipeline system, and the construction and operation thereof 
by applicant, are subject to the requirements of subsections (c) and (e) of 
section 7 of the National Gas Act. 

(5) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(6) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 
C. F. R. 1.32 (b)) of the Commission’s rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceedings. 

(7) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(8) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv), and (5) 
of section 157.20 of the Commission’s rules of practice and procedure (18 C. F. R. 
157.20) should attach to the certificate hereinafter issued, and to the exercise 
of the rights granted thereunder, and that the time within which construction 
of facilities authorized by this order shall be completed and in actual operation 
should be fixed at 4 months from the date on which this order issues. 

The Commissions orders: 

(A) Applicant be and it is hereby granted permission and approval for the 
abandonment of the natural-gas facilities hereinbefore described, upon the terms 
and conditions of this order. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Southern Natural Gas Co. to construct and operate the 
facilities hereinbefore described, all as more fully described in the application, 
for the transportation and sale of natural gas as therein set forth, subject to 
the jurisdiction of the Commission, upon the terms and conditions of this order. 

(C) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of applicant and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of section 157.20 of 
the Commission’s rules of practice and procedure shall attach to the issuance 
of the certificate granted in paragraph (B) hereof, and to the exercise of the 
rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be constructed 
and placed in actual operation as provided by paragraph (2) of section 157.20 
of the Commission’s rules of practice and procedure is hereby fixed at 4 months 
from the date on which this order issues. 
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Findings and order issuing certificate of public convenience and necessity 
The Narragansett Electric Co. 
Docket No. G-—2249 


November 6, 1958 


The Narragansett Electric Co. (applicant), a Rhode Island corporation, hav- 
ing its principal place of business in Providence, R. I., filed on September 17, 1953, 
an application for a certificate of public convenience and necessity pursuant to 
section 7 (c) of the Natural Gas Act, authorizing the operation of certain exist- 
ing facilities of its Westerly division for the transportation of natural gas in 
interstate commerce for the account of Mystic Power Co. (Mystic). 

In its opinion No. 259 and accompanying order issued August 6, 1953, in 
docket No. G—1319 et al., the Commission issued a certificate to Algonquin for 
the delivery of a maximum of 785 M. c. f. per day of natural gas on a firm basis 
to Mystic on the condition that Algonquin shall not sell or deliver gas to Mystic 
until and unless upplicant obtains a certificate to transport the gas for Mystic. 

At the present time applicant serves the entire requirements of Mystic with 
510 B. t. u. manufactured gas which it delivers at the Rhode Island-Connecticut 
State line through two delivery points for resale by Mystic to approximately 
1,260 retail customers in the village of Pawcatuck, Conn. 

It is proposed that Algonquin will deliver natural gas to applicant for trans- 
portation to Mystic at a meter station in applicant’s Westerly division in Rhode 
Island. Applicant will transport natural gas for Mystic thus received through its 
facilities to a regular station where the pressure will be reduced and the gas 
will be processed and thence transported to the aforementioned two delivery 
points at the state border, as more fully described in the application. 

Applicant proposes to charge Mystic a flat rate of $850 per month based upon 
an allocation of applicant’s estimated cost of service with respect to the prop- 
erty used in common by applicant and Mystic. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 28, 1953, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) The Narragansett Electric Co., a Rhode Island corporation, having its 
principal place of business in Providence, R. I., upon the commencement of the 
service authorized herein will be engaged in the transportation of natural gas in 
interstate commerce, and, therefore, will be a “natural-gas company” within the 
meaning of the Natural Gas Act. 

(2) The facilities hereinbefore described are to be used for the transportation 
of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, and the operation thereof by applicant is subject to the requirements of 
subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder 

(4) Applicant having requested the omission of tne intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 
C. F. R. 1.32 (b) ) of the Commission’s rules of practice and procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 
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(5) The proposed operation by applicant of the facilities hereinbefore de 
scribed is required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), and (5) of section 157.20 of the Com- 
mission’s rules of practice and procedure (18 C. F. R. 157.20) should attach to 
the certificate hereinafter issued, and to the exercise of the rights granted there- 
under, and that the time within which operation authorized by this order should 
be commenced should be fixed at 30 days from the date on which this order issues. 

(7) Applicant should be required to file tariffs and service agreements for the 
transportation of natural gas in interstate commerce herein authorized. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant to operate the facilities hereinbefore described, 
all as more fully described in the application on file with the Commission in this 
proceeding, for the transportation of natural gas as therein set forth, subject to 
the jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re 
sponsible official of the applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), and (5) of section 157.20 of the Commission’s rules of 
practice and procedure shall attach to the issuance of the certificate granted 
in paragraph (A) hereof, and to the exercise of the rights granted thereunder. 

(C) Applicant shall, within 30 days from the date of this order, file tariffs and 
service agreements satisfactory to the Commission, naming rates and charges for 
the transportation of natural gas in interstate commerce as authorized in para- 
graph (A) hereof. 

(D) The time within which operation authorized by this order shall be com- 
menced as provided by paragraph (2) of section 157.20 of the Commission’s rules 
of practice and procedure is hereby fixed at 30 days from the date on which this 
order issues. 


Order approving and directing disposition of amounts classified in account 107, 
gas plant adjustments 


Pennsylvania Gas Co. 


November 6, 1953 


Pennsylvania Gas Co., Warren, Pa., on January 31, 1949, filed reclassification 
and original cost studies of its gas plant, as of December 31, 1938, in compliance 
with the requirements of gas plant accounts instruction 2—D of the uniform 
system of accounts prescribed for natural gas companies and the Commission’s 
order No. 73 with respect thereto. Subsequently, the staff of the Commission 
conducted a field examination of the filed original cost studies, in which members 
of the technical staff of the Pennsylvania Public Utility Commission partici- 
pated with respect to the portions of the company’s gas plant located in Pennsyl- 
vania. At the conclusion of the field examination conferences between repre- 
sentatives of the company and members of the staffs of the two cooperating 
Commissions were held, culminating in tentative agreement, subject to Com- 
mission approval, respecting the matter of the adjustment of the gas plant 
account. In accordance therewith the company, on July 11, 1949, filed certain 
revised original cost statements which reflect the adjustment of gas plant 
accounts tentatively agreed upon, and submitted proposals for the disposition of 
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plant adjustments representing the excess of recorded cost over original cost of 
gas plant. 

The revised original cost statements reflected a reduction in claimed original 
cost of gas plant from $12,036,687.14, as initially stated, to $11,884,463.93. The 
amount classified in account 107, gas plant adjustments, was correspondingly 
increased from $6,122,617.81 to $6,274,841.02. The adjustments classified in 
account 107 represent, for the most part, write-ups in the gas plant account 
relating to natural-gas lands and leaseholds. 

The company proposed that the $6,274,841.02 balance in account 107 be dis- 
posed of by charges to the accounts and in the amounts as follows: 





| Applicable to properties 


| Pennsylvania New York Total 


Seen ae aS 
250.1, reserve for depreciation of gas plant | $26, 883. 24 $11, 918. 95 $38, 802. 19 
250.2, reserve for amortization and depletion of producing | 

natural gas land and land rights 3, 539, 336. 92 3, 539, 336. 92 
271, earned surplus 2, 669, 792. 78 , 909. 2, 696, 701. 91 


6, 236, 012. 94 | , 828. 6, 274, 841. 02 


On September 7, 1949, the Pennsylvania Public Utility Commission issued an 
order approving the reclassification, as of December 31, 1947, and the disposition 
plan as set forth above to the extent of their respective applications to company 
properties in Pennsylvania. 

By letter of October 25, 1949, the New York Public Service Commission indicated 
that its concurrence in the proposed plan of distribution could not be given until 
additional information was obtained respecting the proposed charges to the reserve 
accounts. Subsequent field examinations by the staff of that Commission resulted 
in a supplementary proposal by the company providing for the transfer, coinci- 
dental with the effectuation of the disposition plan, of $473,090.97 from account 
271, earned surplus, with corresponding credits as follows: 


Account 250.1, reserve for depreciation of gas plant— 
New York 
Pennsylvania 
Account 250.2, reserve for amortization and depletion of produc- 
ing natural gas land and land rights 


This latter proposal was communicated to the Commission by the company’s 
letter of July 6, 1953. Ensuing staff studies of the disposition plan, as supple- 
mented, tend to show that the proposed charges to the reserves reasonably 
reflect the amounts previously provided for such adjustments and that the charges 
would not unduly reduce the reserve balances, provided that the aforementioned 
transfers from surplus to the appropriate reserves are concurrently made. 

By letter of July 10, 1953 the New York Public Service Commission indicated 
its approval of the proposed disposition plan, as modified by the proposed aug- 
mentation of the reserve accounts by transfers from surplus. 

The Pennsylvania Public Utility Commission has indicated, by letter of 
October 6, 1953, that its rules do not require approval by that commission of the 
proposed adjustments of the reserve accounts and that the company is at liberty 
to effect the suggested adjustments. 
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The Commission finds: 

The proposed disposition of the amount of $6,274,841.02 classified in account 
107, as of December 31, 1947, by charges to the accounts and in the manner set 
forth above, and the concurrent transfer of $473,090.97 from account 271, earned 
surplus, to the appropriate reserve accounts in the manner and to the extent 
set forth above, are reasonable and appropriate for the purposes of the Natural 
Gas Act. 

The Commission orders: 

(A) The disposition by Pennsylvania Gas Co. of the balance of $6,274,841.02 
classified in account 107 by charges of $26,883.24 to account 250.1, reserve for 
depreciation of gas plant—Pennsylvania; of $11,918.95 to account 250.1, reserve 
for depreciation of gas plant—New York; of $3,539,336.92 to account 250.2, re- 
serve for amortization and depletion of producing natural gas land and land 
rights ; and of $2,669,792.78 and $26,909.13 to account 271, earned surplus, Pennsyl 
vania and New York properties, respectively, is hereby directed and approved. 

(B) The transfer by Pennsylvania Gas Co. of the amount of $473,090.87 from 
account 271, earned surplus, by credits of $48,090.87 and $383,000.00 to account 
250.1, reserve for depreciation of gas plant, New York and Pennsylvania proper- 
ties, respectively, and by credit of $42,000 to account 250.2, reserve for amortiza- 
tion and depletion of producing natural gas land and land rights, is hereby directed 
and approved. 

(C) Pennsylvania Gas Co. shall submit, within 30 days from the date of 
this order, two certified copies of the accounting entries giving effect to the dis- 
position and adjustments herein approved and directed. 


Order authorizing issuance of promissory notes 
Iowa Power & Light Co. 
Docket No. E-6527 
November 12, 1953 


Iowa Power & Light Co. (applicant), incorporated under the laws of the State 
of Iowa, with its principal business office in Des Moines, Iowa, filed an application 
on October 22, 1953, pursuant to section 204 of the Federal Power Act, requesting 
authorization for the issuance of not to exceed $8,000,000, principal amount, of 
short-term promissory notes. 

The application states that applicant proposes to issue, from time to time on 
or before January 1, 1954, to commercial banking institutions, from which it 
has obtained informal lines of credit, unsecured promissory notes, the ag- 
gregate principal amount of which will not exceed $8,000,000 whether said notes 
are issued originally or upon renewal and the respective maturity dates of 
which will not exceed one year from the date of original issue or renewal thereof, 
as the case may be. The application indicates that each of the proposed notes 
will bear interest at the prime rate (currently 344 percent), in effect at the time 
of original issue or renewal thereof, as the case may be. 

Applicant states that no finder’s fee or other fee will be paid in connection with 
the proposed issuance. 

Applicant states that the proceeds from the proposed issuance will be used 
to (1) retire all of its presently outstanding $5,745,000, principal amount, short- 
term promissory notes, certain of which were issued without securing the author- 
ization required by section 204 (a) of the act inasmuch as they were in excess of 
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5 percent of the par value of applicant’s other securities within the meaning of 
section 204 (e) of the act; (2) provide temporary financing to carry on appli- 
cant’s 1953 construction program. 

The application states that applicant expects to discharge the proposed promis- 
sory notes with funds obtained from permanent financing prior to the end of 
the current year. Application for approval of such permanent financing was 
filed October 22, 1953, and is currently pending before the Commission in docket 
No. E-6528. The present application was filed after applicant's counsel was 
informally advised that inasmuch as its short-term borrowings had exceeded the 
5 percent limit, applicant’s filing of certificate of notification under section 131.50 
of the Commission’s rules was insufficient, and approval such as is now sought 
was necessary. The application explains that applicant’s error was not willful 
or deliberate but the result of a mistake. Expedited disposition of this applica- 
tion will simplify disposition of the application in docket No. E-6528. 

Written notice of the aforesaid application has been given to State Commerce 
Commission of Iowa. Notice has also been given by publication in the Federal 
Register on October 30, 1953 (18 F. R. 6856), stating that any person desiring 
to be heard or to make any protest with reference to the application should file 
a petition or protest on or before November 6, 1953. No protest, petition or re- 
quest to be heard in opposition to the granting of the application has been received 

The Commission finds: 

(1) Applicant, a corporation, is a‘ public utility within the meaning of section 
204 of the act, subject to the jurisdiction of the Commission, as heretofore 
described and set forth in the Comniission’s order issued July 11, 1951, in 
Towa Power & Light Co., docket No. B-6363. 

(2) The proposed issuance of promissory notes described above will constitute 
an issuance of securities within the purview of section 204 of the act. 

(3) The proposed issuance of promissory notes described above will be in 
excess of 5 percent of the par value of the other securities of applicant and 
therefore will not be exempt by virtue of section 204 (e) from the requirements 
of section 204 (a). 

(4) Applicant is not organized and operating in a state under the laws of 
which its security issues are regulated by a state commission within the meaning 
of section 204 (f) of the act, and the proposed issuance is, therefore, not exempt 
by virtue of that section from the requirements of section 204 of the act. 

(5) The proposed issuance of securities as hereinafter authorized will be for 
a lawful object, within the corporate purposes of applicant and compatible with 
the public interest, which is appropriate for and consistent with the proper per- 
formance of service by applicant as a public utility and which will not impair 
its ability to perform that service, and is reasonably appropriate for such 
purposes. 

(6) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed issuance of short-term promissory notes maturing within 
one year from the date of issue, whether an original issue or renewal, by 
applicant, from time to time on or before January 1, 1954, in an aggregate prin- 
cipal amount of not in excess of $8,000,000 upon the terms and conditions and 
for the purposes specified in the application, is hereby authorized, subject to 
the provisions of this order. 

(B) This authorization shall expire unless the transactions herein authorized 
are consummated on or before January 1, 1954. 

(C) The foregoing authorization is without prejudice to the authority of 
the Commission or any other regulatory body with respect to rates, service, 
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accounts, valuation estimates or determinations of cost, or any matter whatso- 
ever which may come before the Commission, or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect to any securities to which 
this order relates. 

Commissioner Smith not participating. 


Order amending order issuing certificate of public convenience and necessity 


Nevada Natural Gas Pipe Line Co. 
Docket No. G—1888 


November 13, 1958 


The Commission on June 23, 1952, issued a certificate of public convenience 
and necessity in docket No. G-1888, pursuant to section 7 of the Natural Gas 
Act, authorizing Nevada Natural Gas Pipe Line Co. (applicant) to construct 
and operate 114 miles of 10%-inch natural gas pipeline from a point on the 
Arizona-California boundary line near Topock, Ariz., through points in Cali- 
fornia and Nevada, to a point near Las Vegas, Nev. At the same time the 
Commission authorized E] Paso Natural Gas Co. (El Paso) to sell and deliver 
20,000 M. c. f. of natural gas per day to applicant at the aforesaid point on the 
Arizona-California boundary at the center line of a bridge crossing over the 
Colorado River. 

Pursuant to a request filed by applicant on January 21, 1953, the Commission 
on March 9, 1953, issued an order amending the certificate authorizing applicant 
to construct and operate a 12%-inch pipeline in lieu of the 10%-inch line. 
Applicant, on August 28, 1953, filed a petition requesting that the Commission 
rescind its March 9 order and thereby permit applicant to construct and operate 
the 10% -inch pipeline. 

By petition filed October 1, 1953, applicant has advised that it has been unable 
to obtain permission to utilize the bridge crossing near Topock, and it has re- 
quested that the certificate issued in docket No. G-1888 be amended to authorize: 
(1) a crossing over the Colorado River at a point near Needles, Calif., in lieu of 
Topock; and (2) the rerouting of the section of the proposed 10%-inch pipeline 
from its southern terminus to a point in California near Needles. The proposed 
rerouting would result in the construction by applicant of approximately 14 
miles of the proposed pipeline in Arizona, extending from a point 3 miles from 
the Topock meter station of El Paso to the proposed river crossing near Needles. 

Applicant has obtained a supply of 10%-inch pipe for the proposed line. The 
estimated cost of the 10%-inch line is $250,000 less than the cost of the 12%-inch 
line. The Public Service Commission of Nevada, by letter dated October 5, 1953, 
advised this Commission that the proposed 10%-inch pipe will satisfy the needs 
of the area to be served by applicant for several years to come and recommended 
that applicant be authorized to construct and operate the proposed 10%4-inch line. 

The route of the proposed relocation is substantially the same in length as 
that which was originally authorized. The estimated cost of the pipeline, 
including the proposed Colorado River crossing near Needles, will not be in- 
creased by the proposed rerouting. The estimated cost of the proposed crossing 
over the Colorado River near Needles, in lieu of the Topock crossing, is $150,000 
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and it is to be jointly constructed and operated by applicant and El Paso, 
with one-half interest therein owned by applicant and the other half owned by 
El Paso. 

Due notice of the filing of petitions by applicant on August 28 and October 1, 
1953, has been given, including publication in the Federal Register on Septem- 
ber 30 and October 20, 1953, respectively (18 F. R. 6252, 6652), and no protests 
thereto have been received. 

The Commission finds: 

It is appropriate to carry out the provisions of the Natural Gas Act that the 
aforesaid amendatory order issued March 9, 1953, be rescinded, and that the 
order issued June 23, 1952, in docket No. G—1888 granting a certificate of public 
convenience and necessity be amended as hereinafter ordered. 

The Commission orders: 

(A) The aforesaid order issued March 9, 1953, amending the order issued 
June 23, 1952, in docket No. G—1888, be and the same is hereby rescinded. 

(B) The order issued June 23, 1952, granting a certificate of public con- 
venience and necessity, be and the same is hereby amended by authorizing 
Nevada Natural Gas Pipe Line Co. to reroute the southern section of its pro- 
posed 10%-inch pipeline, and to join with El Paso Natural Gas Co. in the con- 
struction and operation of the proposed crossing over the Colorado River near 
Needles, Calif., all as outlined herein and more fully set forth in the petition 
filed October 1, 1953. 


Findings and order issuing certificate of public convenience and necessity 
Texas Eastern Transmission Corp. 
Docket No. G—2208 
November 13, 1953 


On July 3, 1953, Texas Eastern Transmission Corp. (applicant), a Delaware 
corporation having its principal place of business in Shreveport, La., filed an 
application, and on August 4, 1953, a supplement to that application, for a 
certificate of public convenience and necessity, pursuant to section 7 of the 
Natural Gas Act, authorizing the construction and operation of the following: 

(1) Englehart lateral pipeline—Approximately 5.3 miles of 6-inch natural 
gas transmission pipeline extending from the point of connection with appli- 
eant’s 24-inch Provident City-Castor pipeline to the Englehart Gas Field, in 
Colorado County, Tex. ; 

(2) North Big Hill lateral pipeline—Approximately 11.5 miles of 8-inch na- 
tural gas transmission pipeline extending from the point of connection with 
applicant’s 16-inch Provident City-Beaumont pipeline to the North Big Hill Gas 
Field, in Jefferson County, Tex. ; 

(3) Joaquin compressor station—One 4400-horsepower reciprocating gas pow- 
ered compressor station, to be installed on applicant’s 24-inch Provident City- 
Castor pipeline, at a site near Joaquin, Shelby County, Tex.; and, 

(4) Measuring stations and other miscellaneous facilities necessary to the 
completion and operation of the facilities described in next preceding 
subparagraphs. 

On September 18, 1953, in response to an application filed on August 24, 1953, 
the Commission issued a temporary certificate authorizing the construction and 
operation of the proposed Englehart lateral pipeline described above. 
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Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 28 and 29, 1953, respecting the matters involved in and the issues pre- 
sented by the application. The hearing was recessed until November 6, 1953. 
On that date Commission staff counsel presented proposed findings and conclu- 
sions, which were concurred in by the applicant. Thereafter, the presiding 
examiner certified the record to the Commission for decision, both applicant 
and staff counsel having moved that the intermediate decision be omitted. No 
protests to the application or petitions to intervene in the proceeding have 
been received. 

Applicant owns and operates an integrated interstate natural gas pipeline sys- 
tem, a part of which extends from Provident City and Longview, Tex., through 
the States of Arkansas, Missouri, Illinois, Indiana, Ohio, and Pennsylvania, and 
into New Jersey, and the other part of which extends from Kosciusko, Miss., 
through the States of Tennessee, Kentucky and Ohio, and into Pennsylvania, in- 
terconnecting there with the other part of the system. Applicant, by means 
of such system, is engaged in the transportation and sale of natural gas in inter- 
state commerce for resale, subject to the jurisdiction of the Commission, pursuant 
to certificates of public convenience and necessity heretofore issued by the Com- 
mission. These certificates include, inter alia, the following : 

(1) Certificate granted by the Commission’s opinion and order issued October 
11, 1947, in docket No. G-880, 6 F. P. C. 148, authorized, among other things, the 
acquisition and operation by applicant of the war emergency pipelines, commonly 
known as the “Big Inch” and “Little Big Inch” pipe lines,’ as well as the con- 
struction and operation of certain facilities incident to converting and operating 
such lines for interstate natural gas service, with an estimated sales capacity 
of about 433,000 M. c. f.; and. further, authorized applicant to sell an aggregate 
daily volume of 427,300 M. c. f. 

(2) Certificate granted by the Commission’s opinion and order issued Febru- 
ary 18, 1949, in docket No. G—1008, et al., 8 F. P. C. 139, authorized applicant to 
construct and operate additional facilities to increase its system capacity by 
75,000 M. c. f. per day; and, further, authorized applicant to sell an aggregate 
daily volume of 502,300 M. c. f. per day. 

(3) Certificate granted by the Commission’s opinion and order issued March 
30, 1949, in docket No. G-1089, et al., 8 F. P. C. 190, authorized a further expan- 
sion of applicant’s system, including, among other facilities, the construction of 
a 16-inch pipeline extending approximately 109 miles westwardly from the south- 
ern terminus of the Little Big Inch line near Baytown, Tex., to the Provident 
City Gas Field in Lavaca County, Tex.; and authorized applicant to make addi- 
tional sales aggregating 239,500 M. c. f. per day,? exclusive of the sale to Texas 
Gas Transmission Corp. (Texas Gas) next described. The said opinion and order 
also authorized applicant to sell gas to Texas Gas at Castor, La., up to 200,000 
M. c. f. per day, and granted in docket No. G-859 a certificate authorizing Texas 
Gas to sell to applicant at Middletown, Ohio, up to 235,000 M. c. f. per day. 

(4) Certificate granted by the Commission’s findings and order issued Noveu- 


1The Big Inch line consisted primarily of a 24-inch transmission line extending ap- 
proximately 1,339 miles from Longview, Tex., to Phoenixville, Pa. (with lateral lines ex- 
tending to near Philadelphia. Pa., and Linden, N. J.), and the Little Big Inch consisting 
primarily of a 20-inch transmission line extending approximately 1,476 miles from Beau- 
mont, Tex., to Linden, N. J. (with, among others, a 16-inch lateral line extending from 
Beaumont to Baytown, Tex.) The “Inch” lines converge near Little Rock, Ark., and 
run parallel from there to Phoenixville, Pa. 

* Reallocated in part by the Commission's opinion and order issued December 19, 1949, 
in docket No. G-1280, 8 F. P. C. 426. 
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ber 1, 1950, in docket No. G-1391, 9 F. P. C. 1188, authorized applicant, in con- 
junction with New York State Natural Gas Corp., to acquire, construct and 
operate the Oakford natural gas storage facilities. 

(5) Certificates granted by the Commission's opinion No. 206 and order issued 
February 27, 1951, and by the Commission’s opinion Nou. 259 and order issued 
August 6, 1953, in docket No. G—-1012, et al., and opinion No. 231 and order issued 
July 3, 1952, in Docket No. G—1693, et al., authorized, among other things, con- 
struction and operation by applicant of approximately 791 miles of 30-inch pipe- 
line extending from Kosciusko, Miss., to an interconnection with applicant’s sys- 
tem near Connellsville, Pa.; and authorized applicant, from the estimated 475,- 
014 M. ec. f. of daily capacity of the new facilities, to sell up to 456,670 M. c. f. per 
day, including a maximum of 214,000 M. c. f. per day to Algonquin Gas Trans- 
mission Co. 

(6) Certificates granted by the Commission’s opinion No. 241 and order issued 
December 15, 1952 (amended by order issued February 4, 1953), to applicant and 
Wilcox Trend Gathering System, Inc. ( Wilcox) in docket Nos. G—1947 and G-1959, 
respectively. The certificate in docket No. G-1947 authorized applicant to con- 
struct and operate approximately 315 miles of 24-inch diameter pipeline extend- 
ing from near Provident City, T>x., northeastwardly to a point of connection with 
applicant’s 20-inch “Little Big Inch” pipeline near Castor, La. The southern 
terminus of this new 24-inch pipeline, sometimes referred to as applicant’s “new 
24-inch Provident City-Castor Line,” interconnects near Provident City with two 
pipelines, viz., the northern terminus of the pipeline system constructed by Wil- 
cox, pursuant to the certificate in docket No. G-—1959, and the southwestern 
terminus of the some 100 mile 16-inch extension line (from Baytown to Provident 
City, Tex.), which applicant made to the “Little Big Inch Line” pursuant to the 
certificate granted in docket No. G—1089. 

The two lateral pipelines proposed for connecting to new sources of gas 
supply in the Englehart and North Big Hill Gas Fields, and the Joaquin com- 
pressor station proposed to be installed upon applicant’s new 24-inch Provident 
City-Castor line, are designed to enable applicant to receive into its system 
and transport additional volumes of natural gas for which applicant has con- 
tracted a large portion in the Provident City area. Additional supplies have 
been contracted for by applicant’s subsidiary, Wilcox, which will deliver such 
gas at Provident City, where the Wilcox system interconnects with both ap- 
plicant’s new 24-inch line that extends directly to Castor, La., and its other and 
older line, partly 16-inch and partly 20-inch, that extends via Baytown and 
Beaumont, Tex., to Castor, thence to Little Rock, Ark., where junction is 
made with applicant’s Big Inch line, originating and extending from Longview, 
Tex. The record reveals that the new compressor station, if authorized and 
installed, will increase from approximately 140,000 M. c. f. to 200,000 M. ec. f. 
per day (14.73 pounds per square inch absolute) the capacity of applicant’s 
new 24-inch line petween Provident City and Castor. The evidence indicates 
that this will not only enable applicant to transport greater volumes of gas 
from the Provident City and surrounding areas, but aiso will provide applicant’s 
system southwest of Castor, La., greater operating flexibility needed for meeting 
varying as well as emergency conditions to be anticipated in applicant’s opera- 


* The volumes referred to in subparagraph (5) are stated upon a 14.73 pounds per square 
inch absolute base, as stated in said opinion No. 259, whereas the volumes mentioned in 
subparagraphs (1) through (3) are stated upon a 15.025 pounds per square inch absolute 
base, as in the opinions and orders cited. 
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tions incident to taking gas into its system from the many sources or fields in 
this area.‘ 

The evidence indicates that the increased capacity and operating flexibility, 
which the proposed facilities will provide, is needed to enable applicant to re- 
ceive into its system and transport the additional volumes of natural gas con- 
tracted for in the Provident City and surrounding areas, including the Wilcox 
area, which gas replaces, in part, certain diminishing supplies of gas heretofore 
available to applicant in the Hico-Knowles and other Louisiana areas generally 
north of Castor. 

Applicant presented in the record evidence concerning the additional natural 
gas reserves for which it has contracted since the proceedings in docket Nos. 
G-1947 and G-1959. The contracts presented involve revisions in prior gas 
purchase contracts submitted in Commission proceedings, as well as certain 
new contracts for supplies from new sources, among others the Englehart and 
North Big Hill Gas Fields. From the data of record it appears that the esti- 
mated recoverable natural gas reserves committed under the new contracts 
presented approximate 342.072 billion cubic feet (14.73 pounds per square inch 
absolute), of which approximately 277.984 billion cubie feet are committed di- 
rectly to applicant and 64.088 billion cubic feet are committed to it through 
Wilcox. Most of these reserves are in gas fields located in Texas near appli- 
eant’s lines originating at Provident City, or are further southwest near the 
Wilcox system’s faciilties. Applicant also presented gas purchase contracts 
(amending or extending prior agreements) committing to applicant gas reserves 
in the Carthage Gas Field, Tex., estimated to amount to 371.087 billion cubic 
feet (14.73 pounds per square inch absolute). Offsetting these commitments 
for the above indicated estimated reserves are a number of agreements pre- 
sented by applicant that reduce the contract volumes committed to it under 
certain contracts presented in earlier proceedings, due to the reduced deliver- 
ability of gas from the sources involved, e. g., certain contracts for the purchase 
of gas from the Hico-Knowles and other areas in Louisiana. 

From the evidence it appears that the construction and operation of the 
proposed facilities will enable applicant to transport in excess of the minimum 
take-or-pay-for quantities provided for in its contracts for the purchase of gas 
from various gas fields and supply sources south of its compressor station No. 5 
at Little Rock, Ark. There is indication in the record that such facilities will 
enable applicant to transport such gas more efficiently and probably more eco- 
nomically; and, further, such facilities will increase materially the operating 
flexibility of applicant’s system south and southwest of Little Rock, Ark. No 
change in the authorized service will result from the proposed construction of 
the facilities. The estimated cost of the proposed project is approximately 
$1,981,900, which the record shows is to be financed out of funds currently avail- 
able to applicant. 

Upon consideration of the foregoing and the entire record in this proceeding, 
the Commission further finds: 


*For example, as applicant cited, in event of a break on its 16 and 20-inch line between 
Provident City, Tex., and Little Rock, Ark., a substantial part of the gas which is 
normally handled through such line could be switched to and transported by means of the 
new 24-inch line between Provident City and Castor by operating the proposed Joaquin 
compressor station at full capacity. This would be so, even assuming the break were 
between Castor and Little Rock, since applicant, under its Castor-Longview exchange 
agreement with United Gas Pipe Line Co., now delivers substantial volumes of gas, and 
with the proposed Joaquin station installed will be able to deliver greater volumes to 
United at Castor, in exchange for equal volumes of gas from United at Longview, Tex., 
the southern terminus of applicant’s Big Inch line. 
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(1) Applicant, a Delaware corporation having its principal place of business 
in Shreveport, La., is engaged in the transportation of natural gas in interstate 
commerce and the sale in interstate commerce of natural gas for resale for 
ultimate public consumption, and is, therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its opinion and order issued October 11, 1947, in docket No. G—880, 6 F. P. C. 148. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of applicant’s existing pipeline 
system, and the construction and operation thereof by applicant are subject to 
the requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts proposed and to 
conform to the provisions of the Natural Gas Act, and the requirements, rules 
and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued, as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require, and it is reasonable, that the 
general terms and conditions set forth in paragraphs (1), (2), (3) (i), 
(3) (iii), (3) (iv), and (5) of section 157.20 of the Commission’s general rules 
and regulations, including rules of practice and procedure (18 C. F. R. 157.20), 
should attach to the certificate hereinafter issued, and to the exercise of the 
rights granted thereunder, and that the time within which construction of the 
facilities authorized by this order shall be completed and in actual operation 
should be fixed at 4 months from the date on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Texas Eastern Transmission Corp. to construct and 
operate the proposed facilities hereinbefore described, all as more fully described 
in the application, as supplemented, in this proceeding, for the transportation 
and sale of natural gas as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a 
responsible official of applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of section 157.20 
of the Commission’s general rules and regulations, including rules of practice 
and procedure (18 C. F. R. 157.20), shall attach to the issuance of the certificate 
granted in paragraph (A) hereof, and to the exercise of the rights granted 
thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of section 
157.20 of the Commission’s general rules and regulations, including rules of 
practice and procedure (18 C. F. R. 157.20), is hereby fixed at 4 months from 
the date on which this order issues. 


Findings and order issuing certificate of public convenience and necessity 


Texas Gas Transmission Corp. 
Docket No. G—2211 
November 13, 1953 


Texas Gas Transmission Corp. (applicant), a Delaware corporation having 
its principal place of business at 416 West Third Street, Owensboro, Ky., filed, 
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on July 13, 1953, as supplemented August 5, 1953, an application for a certificate 
of public convenience and necessity pursuant to section 7 of the Natural Gas 
Act, authorizing the construction and operation of a metering station and 
appurtenant equipment and the delivery and sale of natural gas to Western 
Kentucky Gas Co. for resale in the Calvert City area of Marshall County, Ky., 
which is adjacent to Paducah, Ky. Applicant states that the volumes of gas 
delivered through the proposed facilities will be a portion of the gas it is 
presently authorized to deliver and sell to Western Kentucky Gas Co. for 
Paducah, as allocated by the Commission in opinion No. 232 in docket No. G—1847, 
et al., issued July 25, 1952.2. The latter company will install peak-shaving 
facilities for the Paducah, Ky., area so that its purchases from applicant will 
not exceed the maximum daily volume presently authorized. Cost of construction 
is estimated at $10,000, to be provided out of funds on hand. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
November 2, 1953, respecting the matters involved and the issues presented by 
the application. No protest to the granting of the application has been received. 

The Commission finds: 

(1) Applicant, a Delaware corporation with its principal place of business 
at Owensboro, Ky., is engaged in the transportation of natural gas in interstate 
commerce and the sale in interstate commerce of natural gas for resale for ulti- 
mate public consumption, and is, therefore, a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order of March 30, 1949, in docket No. G-859, 8 F. P. C. 190. 

(2) The facilities hereinbefore described, and as more fully described in the 
application herein, are proposed to be used in the transportation and sale of 
natural gas in interstate commerce, subject to the jurisdiction of the Commission, 
as integral parts of applicant’s existing pipeline system, and the construction 
and operation thereof by applicant are subject to the requirements of subsections 
(c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) (18 
C. F. R. 1.32 (b)) of the Commission’s rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) 
of section 157.20 of the Commission’s rules of practice and procedure (18 
C. F. R. 157.20) should attach to the certificate hereinafter issued, and to the 
exercise of the rights granted thereunder, and that the time within which con- 
struction of facilities authorized by this order shall be completed and in actual 
operation should be fixed at 3 months from the date on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing applicant to construct and operate the facilities here- 


1The allocation of a maximum of 8,000 M. c. f. a day was made to Kentucky Utilities 
Co. The latter’s facilities in Paducah were subsequently acquired by Western Kentucky 
Gas Co. 
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inbefore described, all as more fully described in the application in this pro- 
ceeding and the exhibits appended thereto, for the transportation and sale of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a respon- 
sible official of applicant and the general terms and conditions set forth in para- 
graphs (1), (2), (3) (i), (3) (iii), amd (3) (iv), and (5) of section 157.20 
of the Commission’s rules of practice and procedure shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of section 
157.20 of the Commission’s rules of practice and procedure is hereby fixed at 
3 months from the date on which this order issues. 























Findings and order issuing certificate of public convenience and necessity 
Frederick Gas Co., Inc. 
Docket No. G-2218 


November 138, 1953 































Frederick Gas Co., Inc. (applicant), a Maryland corporation, filed an application 
on July 23, 1953, as supplemented and amended on October 12, 1953, and October 
27, 1953, respectively, for a certificate of public convenience and necessity pur- 
suant to section 7 of the Natural Gas Act authorizing applicant to sell natural 
gas to the Washington Gas Light Co. (Washington) for resale to customers along 
that portion of the transmission gas pipeline of the applicant located in Mont- 
gomery County, Md. 

The transmission pipeline referred to consists of approximately 26 miles of 
4\4-inch pipe extending from a point on the main line of Transcontinental Gas 
Pipe Line Corp. (Transcontinental), in the vicinity of Redlands, Md., traversing 
the Counties of both Montgomery and Frederick, Md., to a point of interconnec- 
tion with the local distribution system of the applicant in Frederick, Md. Such 
facilities were authorized by the Commission in the proceeding entitled In the 
Matter of Frederick Gas Co., Inc., docket No. G—1944. 

It appears that certain domestic customers located within Montgomery County, 
Md., along the route of applicant’s pipeline, desire natural gas service and that 
such service can be more advantageously served by Washington than by applicant 
and the gas supplied by applicant will provide such service. 

Applicant has a dependable supply of natural gas available under its contract 
with Transcontinental which obligates the aforementioned company to make a 
maximum daily delivery of 675 M. c. f. of gas. In view of the relatively few 
potential customers to be served, which may approximate some 25 who have 
indicated an interest in gas service, the total consumption of all potential cus- 
tomers if they were actually served with natural gas is estimated to be for the 
1953-54 season a maximum of approximately 20 M. c. f. per day or 3 percent of 
the total gas available to applicant under its contract with Transcontinental. 
The sale of natural gas to Washington for its proposed service will have little 
effect upon the gas supply of applicant. In any event if applicant’s market de- 
mands increased to a point where all of applicant’s gas is needed for its cus- 
tomers in the city of Frederick, Md., Washington has agreed to make appropriate 
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arrangements to supply its customers from other sources, thus making available 
to the applicant all of the gas which it may receive under its contract with Trans- 
continental for ultimate distribution in Frederick, Md. 

There will be no cost of any new facilities ta applicant inasmuch as Washing- 
ton will build the necessary taps and service lines connecting consumers to 
applicant’s facilities. 

By letter dated August 7, 1953, the Maryland Public Service Commission 
indicated it favored the application of the applicant. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
November 9, 1953, respecting the matters involved and the issues presented by 
the application as supplemented and amended. No protest to the granting of the 
application has been received. 

The Commission finds: 

(1) Applicant is a Maryland corporation with its principal place of business 
in Frederick, Md., is engaged in the transportation of natural gas in interstate 
commerce and as the result of the authorization herein will also be engaged in 
the sale in interstate commerce of natural gas for resale for ultimate public 
consumption and is a “natural-gas company” within the meaning of the Natural 
Gas Act as heretofore found by the Commission, In the Matter of Frederick 
Gas Co., Inc., docket No. G—1944. 

(2) The sale of natural gas to Washington as herein proposed and as more 
fully described in the application, as supplemented and amended, constitute 
the sale of natural gas in interstate commerce for resale subject to the juris- 
diction of the Commission and said sale for resale is subject to the requirements 
of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed sale of natural gas to Washington for resale is required 
by the public convenience and necessity and a certificate therefor should be 
issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 C. F. R. 1.32 (b)) having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

(6) Public convenience and necessity reauire that the general terms and con- 
ditions set forth in paragraphs (1) and (5) of section 157.20 of the Commis- 
sion’s rules of practice and procedure (18 C. F. R. 157.20) should attach to 
the issuance of the certificate referred to in paragraph (4) above and to the 
exercise of the rights granted thereof. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing applicant to sell natural gas to the Washington Gas 
Light Co. for resale to domestic customers along its authorized pipeline, in 
addition to our previous authorization at docket No. G-1944, as more fully 
described in the application, as supplemented and amended, subject to the 
jurisdiction of the Commission upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of applicant and the general terms and conditions set forth in 
paragraphs (1) and (5) of section 157.20 of the Commission’s rules of practice 
and procedure (18 C. F. R. 157.20) shall attach to the issuance of the certificate 
granted in paragraph (A) hereof and to the exercise of the rights granted 
thereof. 
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Findings and order permitting and approving abandonment 
Northeastern Gas Transmission Co. 
Docket No. G—2257 
November 18, 1953 


Northeastern Gas Transmission Co. (applicant), a Delaware corporation having 
its principal place of business in Springfield, Mass., filed on September 23, 1953, 
an application, pursuant to section 7 (b) of the Natural Gas Act, for permission 
and approval to abandon its natural-gas service to the Framingham Division of 
Worcester Gas Light Co. (Worcester). 

In its opinion No. 259 and accompanying order issued August 6, 1953, in 
docket No. G-1319, et al., the Commission authorized Algonquin Gas Trans- 
mission Co. to make available a maximum daily volume of 4,135 M. c. f. to the 
Framingham Division. Such authorization, however, was made contingent upon 
the filing of an appropriate application by Northeastern for authority to abandon 
the service and a Commission order granting such authority. It is pursuant to 
that condition that Northeastern filed its application in this proceeding. No 
sale or abandonment of facilities is proposed. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
November 3, 1953, respecting the matters involved in and the issues presented 
by the application. No protest to the granting of the application has been 
received. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
in Springfield, Mass., owns and operates, among other facilities, a natural-gas 
transmission pipeline system located in the States of Connecticut, Rhode Island, 
Massachusetts and New Hampshire, and by such operations is engaged in the 
transportation and sale of natural gas in interstate commerce for resale for 
ultimate public consumption, subject to the jurisdiction of the Commission, 
and is, therefore, a “natural-gas company” within the meaning of that term as 
used in the Natural Gas Act as heretofore found by the Commission in its order 
of November 4, 1950, in docket No, G—1248, et al., 9 F. P. C. 271. 

(2) The service proposed to be abandoned, as heretofore described, is rendered 
by means of facilities subject to the jurisdiction of the Commission, and abandon- 
ment of such service by applicant is subject to the requirements of subsection 
(b) of section 7 of the Natural Gas Act. 

(3) Such abandonment by applicant, as heretofore described, is permitted by 
the public convenience and necessity and an order authorizing and approving 
the same should be issued as hereinafter ordered. 

(4) Applicant is able and willing properly to do the acts proposed and to 
conform to the requirements, rules, and regulations of the Commission thereunder. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all requirements of the provisions of section 1.32 (b) (18 C. F. R. 
1.32 (b)) of the Commission’s rules of practice and procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 


Applicant be and it is hereby granted permission and approval for the abandon- 
ment of service hereinbefore described on the following terms and conditions: 

(i) Abandonment of such service to Worcester by applicant shall be coincident 
with initiation of service to Worcester for the Framingham Division by 
Algonquin Gas Transmission Co. 
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(ii) Applicant shall report to the Commission in writing and under oath (an 
original and four conformed copies) the date of actual cessation of its service 
to Worcester for the Framingham Division. 

(iii) Within 30 days from the actual abandonment of its service to Worcester 
for the Framingham Division, applicant shall file with the Commission a satis- 
factory service agreement with Worcester covering the service for the remaining 
portion of Worcester’s area to be served by applicant. 


Findings and order issuing certificate of public convenience and necessity 
: 


East Tennessee Natural Gas Co. 
Docket No. G-2273 
November 18, 1953 


On October 12, 1953, East Tennessee Natural Gas Co. (applicant), a Tennessee 
corporation having its principal office near Knoxville, Tenn., filed an application, 
and on October 26, 1953, a supplement to that application, for a certificate of 
public convenience and necessity pursuant to section 7 of the Natural Gas Act, 
authorizing the construction and operation of certain natural gas interconnecting, 
metering and regulating facilities, at a point approximately 12 miles northwest of 
Wartburg, Murgan County, Tenn., on applicant's Greenbrier-Oak Ridge main 
pipeline, for the purpose of delivering and selling on a firm basis up to 1,500 M. c. f. 
of natural gas per day to Russell Producing Co. (Russell) for distribution and 
resale to the public in Morgan and Scott Counties, Tenn. 

After due notice and pursuant to the Commission’s order issued herein on 
November 6, 1953, a public hearing was held in Washington, D. C., on November 
13, 1953 respecting the matters involved and the issues presented by the appli- 
cation. No protest to the granting of the application has been received. 

The data of the record reveal that Russell for many years has been engaged in 
producing natural gas from local wells and distributing and selling such gas at re- 
tail to the public in certain rural areas and communities, including such communi- 
ties as Burrville and Sunbright in Morgan County, and Glenmary, Robbins, Hunts- 
ville, Helenwood and Oneida, in Scott County, Tenn.; that, as a result of gradual 
depletion of the available local wells and of the normal load growth during recent 
years, the supply of natural gas available has become and is now insufficient 
to enable Russell to render adequate service to its existing customers or to serve 
any new customers in its existing market area; that during the 1952-53 heating 
season certain public schools served by Russell were required to close several 
times due to insufficient supplies of natural gas; and that the Railroad and 
Public Utilities Commission of the State of Tennessee in its docket No. U-3368 
has ordered Russel to take immediately all necessary steps to assure its customers 
of a sufficient and satisfactory supply of natural gas. The record shows that 
Russell, in an attempt to comply with such order, has entered into a service 
agreement to purchase up to 1,500 M. ec. f. of natural gas per day under rate 
schedule G-1 of applicant’s F. P. C. gas tariff, second revised volume No. 1. 

The estimates of record disclose that natural gas requirements by Russell will 
approximate 750 M. c. f. on the peak day of 1953, increasing to approximately 2,200 
M. ec. f. by 1956. Such estimates indicate that its annual requirements will ap- 
proximate 130,500 M. c. f. in 1953, and around 206,500 M. c. f. in 1954 and later 
years. The record reveals that Russell serves only residential and commercial 
customers, currently approximately 700 residential and 140 commercial. The 
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estimated requirements submitted are based on the addition of app vximately 200 
residential customers and some 30 commercial customers if natural gas is made 
available to Russell as proposed by applicant in this proceeding. 

The record shows clearly that Russell is in need of obtaining a supply of natural 
gas from applicant. According to data submitted, during the 1952-53 heating 
season two public schools in Morgan County and one in Scott County served by 
Russell were required to close approximately 15 times, and, also, during the 
same heating season, some 300 homes and commercial establishments were 
seriously affected, due to insufficient natural gas being available on Russell’s dis- 
tribution system. The record further indicates that, if applicant should not be 
promptly authorized to deliver and sell natural gas to Russell as proposed in the 
instant application, like or worse conditions may exist during the forthcoming 
winter heating season upon Russell’s system. 

Applicant obtains its entire supply of natural gas from Tennessee Gas Trans- 
mission Co. (TGT) pursuant to certificate authorizations heretofore granted 
by this Commission and pursuant to a service agreement on file with the Com- 
mission. According to such service agreement, which is dated May 29, 1953, and 
which the Commission accepted for filing to become effective on July 24, 1953, 
TGT is obligated to deliver to applicant a maximum of 176,443 M. ec. f. 
per day (15.025 pounds per square inch abselute, which is TGT’s sales pressure 
base.)? This may be compared to applicant’s estimated peak day firm demands 
of approximately 170,000 M. c. f. (14.73 pounds per square inch absolute, which is 
applicant’s sales pressure base) in 1954, estimated to increase to approximately 
193,400 M. ec. f. by 1956, exclusive of Russell. This latter volume includes certain 
projected firm sales to customers which applicant is not presently authorized to 
serve. It appears that the gas supply of applicant is adequate for applicant to 
render the proposed service to Russell without impairing service to the other 
customers which applicant is authorized to serve upon a firm basis. 

The estimates of cost and revenues presented respecting applicant’s proposed 
service to Russell discloses that the facilities proposed by applicant are economi- 
cally feasible. 

The Commission further finds: 

(1) East Tennessee Natural Gas Co. (applicant) is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission, 7 F. P. C. 5. 

(2) The facilities hereinbefore described are to be used for the transportation 
and sale of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, as an integral part of applicant’s existing pipeline system, and the 
construction and operation thereof by applicant are subject to the requirements 
of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 


1 This service agreement which provides a total maximum delivery of 176,443 M. ec. f. per 
day includes only 33,537 M. c. f. for applicant’s Topside project authorized by the Com- 
mission’s opinion No. 240 and order issued November 12, 1952, In the Matter of East 
Tennessee Natural Gas Co., docket No. G—1336, whereas the Commission’s order issued 
June 19, 1952, In the Matters of Tennessee Gas Tranamission Co., et al., authorized 
Tennessee Gas Transmission Co. to reserve up to 40,000 M. c. f. per day for such Topside 
project. Consequently, the maximum daily volume of natural gas currently expected to 
be available from Tennessee Gas Transmission Co. to applicant approximates 183,000 
M. c. f. (15025 pounds per square inch absolute) or 186,660 M. c. f. (14.73 pounds per 
square inch absolute). 
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(4) Applicant having requested the omission of the intermediate decision pro- 
cedure and all the requirements of the provisions of section 1.32 (b) of the Com- 
mission’s rules of practice and procedure (18 C. F. R. 1.32 (b)) having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final deci- 
sion in the instant proceeding. 

(5) The proposed construction and operation of the proposed facilities by ap- 
plicant are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require, and it is reasonable, that there 
be attached to the certificate hereinafter issued, and to the exercise of the rights 
granted thereunder, the terms and conditions provided for and specified in para- 
graphs (B) through (D) of the order hereinafter entered. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing East Tennessee Natural Gas Co. to construct and operate the 
proposed facilities hereinbefore described, all as more fully described in the ap- 
plication, as supplemented, in this proceeding, for the transportation and sale 
of natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of applicant, and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of section 157.20 of the 
Commission’s general rules and regulations, including rules of practice and pro- 
cedure (18 C. F. R. 157.20), shall attach to the issuance of the certificate granted 
in paragraph (A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of section 
157.20 of the Commission’s general rules and regulations, including rules of prac- 
tice and procedure (18 C. F. R. 157.20), is hereby fixed at 3 months from the date 
on which this order issues. 

(D) The rates applicable to the sale of natural gas to Russell Producing Co. 
shall be those contained in applicant’s F. P. C. gas tariff, second revised volume 
No. 1, now in effect and on file with the Commission, or those contained in changes 
thereof which the Commission may hereafter make or permit to become effective. 


Order cancelling certificate of public convenience and necessity 
United Gas Pipe Line Co. 
Docket No. G-681 


November 16, 19538 


The Commission, on January 6, 1950, issued its order granting a certificate of 
public convenience and necessity pursuant to section 7 of the Natural Gas Act 
authorizing United Gas Pipe Line Co. (United) to acquire from the United 
States and operate 11 miles of 8-inch natural-gas pipeline extending from a point 
on United’s 12-inch lateral line near Gulfport, Miss., to Kessler Field Military 
Reservation near Biloxi, Miss. 

United filed a motion to cancel such certificate on September 18, 1953. In 
such motion, United asserts that the United States has been unable to show 
that it has satisfactory title to the facilities proposed to be acquired, and that 
United has accordingly declined to consummate the purchase. United further 
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states that its motion to cancel is filed at the request of the Corps of Engineers, 
United States Army, at Mobile, Ala. 

The Commission finds: 

It is appropriate to carry out the provisions of the Natural Gas Act, and good 
cause exists, to grant the motion of United to cancel its certificate heretofore 
issued on January 6, 1950. 

The Commission orders: 

The motion filed by United on September 18, 1953, be and the same is hereby 
granted, and the certificate heretofore issued to United on January 6, 1950, in 
docket No. G-681, be and the same is hereby cancelled. 


Order issuing new license (minor) 
John W. Parkhill 
Project No. 2116 


November 16, 1953 


Applicant was filed July 31, 1952, by John W. Parkhill, of Wenatchee, Wash., 
for a new license under the Federal Power Act (hereinafter referred to as the 
act) for constructed minor project No. 2116, located on an unnamed tributary 
of the White River near the town of Telma, Chelan County, Wash., and affect- 
ing lands of the United States in sec. 10, T. 27 N., R. 16 E., Willamette meridian, 
Washington, within the Wenatchee National Forest. 

The project—License No. 2 for which expired April 1, 1951—was formerly 
designated minor project No. 1129, occupying 0.77 acre of lands of the United 
States, and consists of : 

(a) All lands constituting the project area, the limits of which are 15 feet 
on each side of the center line of the dam, wood pipeline, powerhouse and 
transmission line. 

(b) Project structures, comprising a concrete diversion dam 2 feet high 
and 10 feet long; a 5-inch inside diameter wood pipeline about 560 feet long 
with screen-over intake; a small wood-frame powerhouse with concrete founda- 
tion housing a 5-horsepower water wheel and a 314-kilowatt generator; and a 
transmission line about 660 feet long. 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
and all rights, and interests, the possession of which is necessary or appropriate 
in the maintenance and operation of the project. 


The said lands and project works are more specifically shown and described by 
a certain exhibit which formed part of the application for license and which is 
described as follows: 

Echibit F.—(F. P. C. 1129-3) Map in one sheet entitled “Hydro-electric project 
of Geo. Siverly, Telma, Wash.”, signed on October 23, 1930, by George Siverly. 

The original license for project No. 1129 was issued to George Siverly on 
April 2, 1931, for a period of 10 years. License No. 2, which was issued February 
10, 1943, to George Siverly for a period of 10 years from April 2, 1941, was 
transferred as of September 25, 1945, to H. M. Richards. The applicant is the 
present owner of the project properties. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Wenatchee National Forest, has reported favorably on 
the application. 
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The Under Secretary of the Interior, acting for the Secretary of the Interior, 
has reported favorably on the application. 

The Departments of Fisheries and Game of the State of Washington have 
reported favorably on the application subject to the imposition of a condition 
for the protection of fish substantially as hereinafter provided. 

The Commission finds: 

(1) The applicant is a citizen of the United States and has submitted satis- 
factory evidence of compliance with the requirements of all applicable State 
laws insofar as necessary to effect the purposes of a new license for the project. 

(2) No conflicting application is before the Commission. 

(3) The project does not affect any Government dam, nor will the issuance of 
a new license therefor, as hereinafter provided, affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(4) The project occupies 0.77 acre of lands of the United States. 

(5) The issuance of a new license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which the Wenatchee 
National Forest was created or acquired. 

(6) The installed capacity of the project is about 5 horsepower and the 
energy generated thereby is used by the applicant for domestic purposes on his 
farm 

(7) The exhibit described and designated in the second paragraph of this 
order conforms with the Commission’s rules and regulations. 

(8) It will be to the public interest to waive the terms and conditions con- 
tained in the following sections of part I of the act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army 
and to public notice; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the act which are 
hereinafter waived ; 10 (a) ; 10 (c), insofar as it relates to depreciation reserves ; 
10 (d); 10 (f); 11; 12; 14, except insofar as the power of condemnation is 
reserved ; 15; 18, except insofar as it relates to fishways; 19; 20; 22; and 23 (a). 
insofar as it relates to the determination of fair value. 

The Commission orders: 

(A) This new license is issued, without charge, to John W. Parkhill under 
sections 4 (e) and 15 of the act for a period of 10 years, effective as of April 2, 
1951, for the operation and maintenance of minor project No. 2116, affecting 
lands of the United States within the Wenatchee National Forest, subject to 
the terms and conditions of the act, which is hereby incorporated by reference 
as a part of this license (except that the terms and conditions of part I of the 
act referred to in finding (8) above are hereby waived to the extent therein 
specified), and subject to such rules and regulations as the Commission has 
issued or prescribed under the provisions of the act. 

(B) This license is also subject to the terms and conditions set forth in 
form L-7,* entitled “Terms and conditions of license for minor project affecting 
lands of the United States,” which terms and conditions are attached hereto 
and made a part hereof, and subject to the following special condition set forth 
herein as an additional article: 

Article 15. To the extent that it nas not already been done, the licensee shall 
install and maintain at the intake of the pipeline a screen with openings not 
greater than one-eighth inch. 


*See p. 911. 
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(C) The exhibit described and designated in the second paragraph of this 
order is approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the 
act, and: failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be signed 
by the licensee and returned to the Commission within 60 days from the date 
of issuance of this order. 


Order authorizing issuance of preferred stock 
Kansas Gas & Electric Co. 
Docket No. E-6518 


November 16, 1953 


Kansas Gas & Electric Co., a corporation organized and existing under the 
laws of the State of West Virginia, qualified to do business in the State of 
Kansas, and having its principal business office at Wichita, Kans., filed an applica- 
tion on August 21, 1953, for an order, pursuant to section 204 of the Federal 
Power Act (act), authorizing the issuance of $10,000,000 principal amount of 
tirst mortgage bonds and 50,000 shares of its $100 par value serial preferred 
stock. By orders issued October 7 and October 15, 1953, respectively, the Com- 
mission authorized the issuance of the first mortgage bonds. Consideration of 
the issuance of the serial preferred stock was deferred until applicant had fur- 
ther amended its application. On November 5, 1953, applicant filed an amend- 
ment pertaining to the issuance of the serial preferred stock. 

On September 9, 1953, the Commission, pursuant to section 34.2 (k) (2) (ii) of 
its general rules and regulations, granted the applicant’s request for authoriza- 
tion to enter into negotiations for the private placement of the serial preferred 
stock. As a result of such negotiations applicant proposes to sell the 50,000 
shares of its serial preferred stock to 12 institutional investors. The dividend 
rate on the proposed new issue of preferred stock is to be 4.60 percent, and the 
price to be paid to the applicant is $100 per share plus accumulated dividends 
from October 1, 1953, to the date of delivery. It will be accumulative as to 
dividends, will have the right of one vote per share, and will have equal rank 
with applicant’s outstanding issues of preferred stock. 

Applicant proposes to pay Union Securities Corp. a fee of 50 cents a share, or 
an aggregate of $25,000 as compensation for services in connection with the 
private placement of the 4.60 percent serial preferred stock. 

The applicant requests that the proposed issuance and sale of the serial 
preferred stock be exempted from the competitive bidding requirements of 
sections 34.la (b) and (c) of the rules upon findings as referred to in section 
34.1a (a) (4). 

The proceeds to the applicant from the issuance of the proposed serial preferred 
stock along with the proceeds from the issuance of the first mortgage bonds 
(heretofore authorized) will in part provide funds for the continuance of its 
construction program to increase and enlarge the generation and transmission 
capacity of its system, which it is estimated during the years 1953 and 1954 
will involve the expenditure of over $30,000,000. 

Written notice of the application has been given to the State Corporation Com- 
mission of Kansas and to the Governor of that State. Notice of the application 
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was also published in the Federal Register on August 28, 1953 (18 F. R. 5158), 
stating that any person desiring to be heard or to make any protest with reference 
to the application should file a petition or protest on or before September 14, 
1953. No protest, or petition or request to be heard in opposition to the granting 
of the application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of 
section 204 of the Federal Power Act, subject to the jurisdiction of the Com- 
mission, as heretofore described and set out in the Commission’s order entered 
November 29, 1949, In the Matter of Kansas Gas & Electric Co., docket No. B-6243. 

(2) The proposed issuance and sale of 50,000 shares of $100 par value serial 
preferred stock is an issuance of securities within the purview of section 204 of the 
Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the 
meaning of section 204 (f) of the Federal Power Act, and the proposed issuance 
of securities is, therefore, not exempt by virtue of that section from the require- 
ments of section 204 of the act. 

(4) There is no affiliation, direct or indirect, through directors, officers or stock- 
holders or through ownership of securities or otherwise between the applicant 
and Union Securities Corp. 

(5) Under the circumstances of this case, sufficient cause has been shown for 
exempting the proposed issuance of serial preferred stock from the competitive 
bidding requirements of section 34.la (b) and (c) of the Commission’s rules. 

(6) The proposed issuance of serial preferred stock as hereinafter authorized 
will be for a lawful object within the corporate purposes of the applicant and 
compatible with the public interest, which is appropriate for and consistent 
with the proper performance by applicant of service as a public utility, and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 

The Commission orders: 

(A) The proposed issuance and sale of serial preferred stock referred to 
above, upon the terms and conditions and for the purpose specified in the appli- 
cation, be and the same hereby are authorized, subject to the provisions of this 
order. 

(B) The proposed issuance and sale of serial preferred stock, referred to 
above, hereby are exempted from the competitive bidding requirements of sec- 
tion 34.1a (b) and (c) of the Commission’s rules. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 60 days from the date of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any regulatory body with respect to rates, service, accounts, 
valuation, estimates, or determinations of costs, or any matter whatsoever 
which may come before this Commission, or any other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property, claimed 
or asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any securities to which 
this order relates. 
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Order approving and directing disposition of accounting adjustments 
Arizona Public Service Co. 


November 16, 1953 


This matter comes before us pursuant to the request of Arizona Public 
Service Co. for expedited action on accounting approvals required under the 
Commission’s uniform system of accounts? and a Commission order issued 
February 29, 1952, in docket No. E-6402,’ to facilitate the company’s completion 
of a registration statement filed with the Securities and Exchange Commission 
in connection with a contemplated issuance of securities. 

On September 4, 1953, Arizona Public Service Co. filed reclassification and 
original cost studies, as of February 29, 1952, of electric and gas plant com- 
prising the properties of Central Arizona Light & Power Co. (the name of which 
has since been changed to Arizona Public Service Co.), those of the former 
Arizona Edison Co. (which merged into Arizona Public Service Co. as of March 
1, 1952, pursuant to this Commission’s authorizations issued February 29, 1952, 
in docket Nos. E-6402 and G—1886), and those of Northern Arizona Light & 
Power Co. (merged into Arizona Public Service Co. as of December 31, 1952, 
pursuant to this Commission’s authorization issued December 30, 1952, in 
docket No. E-6464). In this filing a reclassification and original cost study for 
Central Arizona Light & Power Co., previously filed, was incorporated by 
reference. 

Electric and gas plant acquisition adjustments, account 100.5, are shown by 
the studies in the amount of $1,635,168.82, as of February 29, 1952. Subsequent 
to February 29, 1952, the company, pursuant to authorization in docket No. 
E-6402 (February 29, 1952), disposed of $487,872.52 by charging $66,879.18° 
to reserve for depreciation and $420,993.34 to earned surplus. In addition, 
$60,810.30, representing organization expense, was charged to a reserve for 
amortization of intangibles, and a further charge was made to the reserve for 
depreciation of $26,472.66, identified as “Retirement of acquisition cost when 
property to which it attached was retired.”* According to copies of journal 
entries filed with the Commission, the company, in December 1952, recorded ad- 
justments of the original cost of the McNary steam electric generating plant, 
acquired from Southwest Lumber Mills as of July 15, 1950, amounting to 
$115,051.59, which had the effect of eliminating a previously determined credit 
acquisition adjustment of $108,567.45, and establishing instead a debit acquisi- 
tion adjustment for this property of $6,484.14, which amount was concurrently 
charged to earned surplus. 


Electric plant instruction 107 B requires Commission approval or direction of the 
disposition of amounts classified in account 107. 

2 Paragraph (C). of that order required Central Arizona Light & Power Co. to “charge 
to account 271, earned surplus, all amounts properly classifiable in account 107, electric 
Plant adjustments. With respect to any excess over original cost found to be properly 
classifiable in account 100.5, electric plant acquisition adjustments, Calapco shall submit 
a plan for the disposition thereof, provided, however, that it may charge such amount to 
account 271, earned surplus, without prior approval of the Commission.” 

*The Commission’s order designated the amount as $59,764.38, leaving a balance of 
$428,108.14 to be charged to earned surplus. The difference is understood to represent the 
further accumulation of depreciation subsequent to the date as of which the $59,764.38 
figure was computed. 

* This is understood to mean that there has been accumulated in the depreciation reserve 
$26,472.66 attributable to accruals on a base which includes acquisition costs in excess 


of original cost for certain property for which retirements have been entered at original 
cost. 
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After the adjustments described above there remains for further consideration 
$1,168,580.79 in account 100.5. This amount the company proposes, by letter 
received November 12, 1953, to dispose of by charging $85,325.50 thereof to a 
reserve for intangibles and by amortizing the remaining $1,083,255.29 over a 
10-year period commencing January 1, 1953, by equal annual charges to account 
537, miscellaneous amortization, with reservation to the company of the right 
to accelerate the amortization if it chooses to do so. 

Electric and gas plant adjustments, account 107, are shown by the studies in 
the amount of $1,272,944.78, as of February 29, 1952. Of this amount, the 
company transferred $27,480.16, representing cost of acquisition of Bu-Gas 
property, to account 110, other physical property, subsequent to February 29, 


1952. There remains $1,245,464.62 which the company proposed to dispose of 
as follows: 


Charge to: 


Account 110—Other physical property, land and other property 
not presently devoted to utility operations_____ id Minmaciieeah $40, 961. 51 

Account 250—Reserve for depreciation, portion of the construc- 
tion and other fees paid affiliates. Determined in same ratio 
as provision for retirement of the property to which it at- 
tached was determined ° 

Account 258—Reserve for contingency of a possible adjustment 
of intangible items in the plant account 

Account 270—Capital surplus_______-_--- : 

Account 271—Earned surplus__-_- 


122, 029. 16 


321, 889. 13 
746, 872. 97 
13, 711. 85 


Total 1, 245, 464. 62 


Capital surplus in the amount of $491,872.97 resulted from the acquisition of 
the stock of Northern Arizona Light & Power Co., as appears in this Commis- 
sion’s order issued December 30, 1952, in docket No. 5 


E-6464, and $255,000 for 
merger of Arizona Edison Co., Inc., into Central Arizona Light & Power Co., as 


appears from the application upon which the Commission's order was issued 
February 29, 1952, in docket No. E-6402, or a total of $746,872.97. From the 
circumstances of those transactions it appears that there is a reasonable basis 
for treating the $746,872.92 capital surplus as being appropriately available for 
disposing of amounts classified in account 107. 

The staff of the Commission has made only a partial examination of the 
company’s studies and has not by field examination or otherwise verified the 
correctness of the amounts to which the proposed dispositions relate. Further- 
more, certain proposed journal entries for the merger into Arizona Public Service 
Co. of Northern Arizona Light & Power Co. have not yet been filed with the 
Commission as required by the uniform system of accounts. 

There has been received from the company a copy of a letter, dated November 
6, 1953, from the Arizona Corporation Commission to Arizona Public Service Co. 
wherein authorization is given to the company to make accounting entries to 


earry out the disposition of acquisition and plant adjustments, accounts 100.5 
and 107, as set forth above. 
The Commission finds: 


The disposition described above of the foregoing amounts of $1,168,580.79 
classified in account 100.5 and $1,245,464.62 classified in account 107, as here 


5 This is understood to mean that there has been accumulated in the depreciation reserve 
$122,029.16 through inclusion of the profit portion of the construction 


and other fees 
paid affiliates in the base upon which depreciation has been computed 
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inafter approved and directed, is reasonable and appropriate for the purposes of 
the Federal Power Act and Natural Gas Act. 

The Commission orders: 

(A) The disposition described above of the $1,168,580.79 of electric and gas 
plant acquisition adjustments classified in account 100.5 and the electric and 
gas plant adjustments of $1,245,464.62 classified in account 107, in the manner 
described, be and the same is hereby approved and directed, subject to the 
conditions of this order. 

(B) The Commission reserves the right to make any examination of the 
company’s studies and additional journal entries to be submitted as it may deem 
necessary and, by further order, to require the company to make such further 
accounting adjustments as the Commission may find reasonable and appropriate 
for the purposes of the Federal Power Act or the Natural Gas Act. 

(C) The company shall submit, within 30 days from the date of this order, 
two certified copies of the accounting entries giving effect to the dispositions 
herein approved and directed. 


Order authorizing issuance of securities 
Iowa Power & Light Co. 
Docket No. E-6528 
November 18, 1958 


Iowa Power & Light Co. (applicant), incorporated under the laws of the 
State of Iowa, with its principal business office in Des Moines, Iowa, filed an 
application on October 22, 1953, and amendments thereto on November 3 and 9, 
1953, pursuant to section 204 of the Federal Power Act, requesting authorization 
for the issuance of 50,000 shares of cumulative preferred stock (par value $100 
per share), and $8,500,000, principal amount, of first mortgage bonds, series due 
1983. 

The application states that pursuant to authorization of the Commission 
granted September 28, 1953 (docket No. IN-854), applicant engaged in negotia- 
tions for the underwriting of the proposed issuance of 50,000 shares of preferred 
stock and has reached a tentative agreement with a group of investment banking 
firms headed by Smith, Barney & Co. for the purchase of all of the proposed 
issuance for resale to the general public. 

The tentative agreement contemplates that the price to be received by appli- 
cant for each of the 50,000 shares of the proposed issuance of preferred stock 
will not be less than the par value of said shares ($100 per share), and that the 
dividend rate thereof will provide a yield of between 4.40 percent and 4.50 percent 
per annum per share on the initial public offering price. It is further contem- 
plated that the underwriting fee to be paid per share by applicant on the entire 
issuance will be a minimum of $1.50 and a maximum of $1.75 per share. Ap- 
plicant states that the exact amounts further agreed upon will be supplied by 
further amendment to this application. 

Applicant requests that the proposed issuance and sale of preferred stock be 
exempted from the competitive bidding requirements of section 34.la (b) and 
(c) of the Commission’s rules upon findings as referred to in section 34.1a (a) 4. 

Applicant proposes to issue the $8,500,000, principal amount, of first mortgage 
bonds, series due 1983, under its indenture of mortgage dated as of August 1, 
194°, to Harris Trust & Savings Bank and Harold Eckhart, trustees (W. H. 
Milsted, successor individual trustee), as heretofore supplemented, and as to be 
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further supplemented by a fifth supplemental indenture to be dated as of 
December 1, 1953. 

Applicant proposes on November 24, 1953, to publicly invite bids for the 
purchase of the proposed issuance of bonds by newspaper publication and 
through distribution of a form of bid together with a statement of terms and 
conditions relating to the bids. All bids must be in writing and shall specify 
the coupon rate of the bonds which shall be a multiple of % percent and the 
price (exclusive of accrued interest) to be paid to the applicant which shall not 
be less than 100 percent nor more than 102% percent of the principal amount 
thereof and shall provide that the accrued interest on the said bonds from De- 
cember 1, 1953, to the date of payment therefor and delivery thereof will be paid 
to applicant by the purchasers. In addition, every bid, whether from a single 
bidder or group of bidders, must be for the purchase of all of the bonds to be 
sold and be accompanied by a certified or bank cashier’s check or checks in the 
aggregate amount of $212,500 (2%4 percent of the principal amount of the 
proposed $8,500,000 issuance). All bids must be presented to applicant before 
10 a. m. (C. S. T.), December 1, 1953, unless postponed. Unless the applicant 
shall reject all bids (which it reserves the privilege so to do) or exclude a bid 
or bids for reasons specified in the statement of terms, it will accept the bid 
which provides the lowest cost of money to it. 

The application indicates that the proceeds from the proposed issuance of 
preferred stock and first mortgage bonds will be applied to (1) retire short- 
term borrowings evidenced by unsecured promissory notes authorized by the 
Commission’s order issued November 12, 1953, in docket No. E-6527, to allow 
the applicant to meet current construction expenditures, and (2) carry forward 
its 1953 construction program. 

Written notice of the aforesaid application has been given to State Commerce 
Commission of Iowa. Notice has also been given by publication in the Federal 
Register on October 30, 1953 (18 F. R. 6856), stating that any person desiring 
to be heard or to make any protest with reference to the application should 
file a petition or protest on or before November 13, 1953. No protest, petition or 
request to be heard in opposition of the granting of the application has been 
received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the act subject to the jurisdiction of the Commission as heretofore de- 
scribed and set forth in the Commission’s order issued July 11, 1951, in Iowa 
Power and Light Co., docket No. E-6363. 

(2) The proposed issuance and sale of preferred stock and first mortgage 
bonds, described above, will constitute issuances of securities within the purview 
of section 204 of the act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the 
meaning of section 204 (f) of the act, and the proposed issuance of preferred 
stock and first mortgage bonds are, therefore, not exempt by virtue of that 
section from the requirements of section 204 of the act. 

(4) There is no affiliation, direct or indirect, through directors, officers, or 
stockholders or through ownership of securities or otherwise between the ap- 
plicant and any member of the group of investment banking firms headed by 
Smith, Barney & Co. with whom applicant has been negotiating for purchase 
of the proposed preferred stock. 

(5) Under the circumstances of the case, sufficient cause has been shown for 
exempting the proposed issuance of preferred stock from the competitive bidding 
requirements of section 34.1a (b) and (c) of the Commission’s rules. 
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(6) The proposed issuance of preferred stock and first mortgage bonds will 
enable applicant to obtain funds to retire short-term borrowings evidenced by 
unsecured promissory notes and to carry forward its 1953 construction program. 

(7) The proposed issuance of preferred stock and first mortgage bonds as 
hereinafter authorized will be for a lawful object, within the corporate pur- 
poses of applicant and compatible with the public interest, which is appropriate 
for and consistent with the proper performance of service by applicant as a 
public utility and which will not impair its ability to perform that service, 
and is reasonably appropriate for such purposes. 

(8) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed issuance and sale of 50,000 shares of preferred stock, re- 
ferred to above, upon the terms and conditions and for the purposes specified in 
the application, be and the same hereby are authorized, subject to the provisions 
of this order. 

(B) The proposed issuance and sale of 50,000 shares of preferred stock, re- 
ferred to above, shall not be consummated until: 

(i) Applicant shall have amended its application by filing with the Commis- 
sion a verified copy of the underwriting agreement as executed. 

(ii) The Commission shall have approved the price per share of stock to be 
received by applicant, the dividend rate to be paid and the fees to be paid to the 
underwriters. 

(C) The proposed issuance and sale of 50,000 shares of preferred stock, referred 
to above, hereby are exempted from the competitive bidding requirements of 
section 34.la (b) and (c) of the Commission’s rules. 

(D) The proposed issuance and sale of $8,500,000, principal amount, of first 
mortgage bonds, described above, upon the terms and conditions, and for the 
purposes specified in the application, be and the same are hereby authorized, 
subject to the provisions of this order. 

(E) The proposed issuance and sale of bonds at competitive bidding shall not 
be consummated until : 

(i) Applicant shall have amended its application pursuant to the requirements 
of section 34.2 (k) (3) of the Commission’s rules relating to compliance with 
competitive bidding requirements and section 34.2 (k) (4) of the rules, relating to 
affiliation, and shall have either filed such amendments or shall have mailed them 
and advised the Commission by telephone and telegraph as contemplated by sec- 
tion 34.9 of the rules. 

(ii) The Commission shall have approved the price to be received by the ap- 
plicant for the first mortgage bonds and the interest rate thereof, by a further 
order. 

(F) These authorizations shall expire unless the transactions hereby author- 
ized are consummated within 60 days from the date of issuance of this order. 

(G) The foregoing authorizations are without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determination of costs, or any other matter what- 
soever which may come before this Commission, or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Commis- 
sion in any estimate or determination of cost or any valuation of property claimed 
or asserted. 

(H) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect of any securities to which this order 
relates. 

Commissioner Draper not participating. 
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Order authorizing merger or consolidation of facilities 
Wisconsin Power & Light Company and Interstate Power Co. of Wisconsin 
Docket No. E-6511 


November 19, 1953 


Wisconsin Power & Light Co. (Wisconsin Power & Light), a corporation 
organized and existing under the laws of the State of Wisconsin, having its prin- 
cipal place of business in Madison, Wis., filed its application on August 6, 1953, 
and amendments thereto on October 19, 1953, and November 12, 1953, for an 
order, pursuant to section 203 of the Federal Power Act, authorizing it to merge 
or consolidate its facilities with those of Interstate Power Co. of Wisconsin ( Wis- 
consin Interstate), a wholly owned subsidiary of Interstate Power Co.’ (Delaware 
Interstate), a registered holding company. By application filed October 5, 
1953, Wisconsin Interstate joined in Wisconsin Power & Light’s application. 

Wisconsin Interstate is engaged in furnishing electric service to the public in 
the counties of Grant, Crawford and Richland, in the southwestern part of 
Wisconsin. The territory served is contiguous to the area served by Wisconsin 
Power & Light. 

The application states that Wisconsin Power & Light proposes to acquire from 
Delaware Interstate all of the outstanding securities of Wisconsin Interstate 
consisting of 16,274 shares of $100 par value common stock, and shortly thereafter 
will merge or consolidate its facilities with all of those of Wisconsin Interstate. 
Upon consummation of the proposed merger or consolidation, Wisconsin Power & 
Light will remain as the surviving corporation. 

Pursuant to the terms of an agreement between Wisconsin Power & Light 
and Delaware Interstate, dated June 22, 1953, Wisconsin Power & Light will pay 
Delaware Interstate $145 per share for the 16,274 shares of common stock of Wis- 
consin Interstate amounting to the total sum of $2,359,730. This payment will be 
made on a closing date to be fixed by Delaware Interstate within 30 days after 
the receipt of all regulatory Commission approval. 

This amount of $2,359,730 proposed to be paid for Wisconsin Interstate’s 
common stock is $357,898 in excess of the $2,001,832 book value of the stock, as 
shown by the application, and will result in an acquisition adjustment of like 
amount to be accounted for and disposed of by Wisconsin Power & Light. 

Delaware Interstate is currently supplying the major portion of Wisconsin 
Interstate’s energy requirements pursuant to a contract (designated as Dela- 
ware Interstate’s rate schedule F. P. C. No. 8 and supplement No. 1 thereto), 
which resulted in charges totaling $543,180 for energy actually taken by Wis- 
consin Interstate during the 12-month period ended April 30, 1953. 

Pursuant to the agreement with Delaware Interstate, referred to above, 
Wisconsin Power & Light, for a period of not less than 5 years from the closing 
date, will purchase from Delaware Interstate electric energy in an amount of 
not less than $543,180 per year as billed in accordance with the appropriate 
filed rate schedule. This purchase of power, together with energy from Wis- 
consin Power & Light’s own system, will insure adequate electric service to the 
area concerned until the additional generating and transmission facilities pres- 
ently being constructed on its own system are independently capable of supplying 
the area’s energy requirements. 


1 Incorporated under the laws of Delaware. 
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The application states that the proposed merger or consolidation will be in 
the public interest because (1) corporate duplication will be eliminated, (2 
Wisconsin Interstate’s system will be thoroughly integrated with Wisconsin 
Power & Light’s much larger system, thereby facilitating improved service, and 
(3) the substitution of Wisconsin Power & Light’s standard electric rates for 
those now charged py Wisconsin Interstate will result in an estimated annual 
net reduction in rates of $95,000 to customers presently served by Wisconsin 
Interstate. 

Written notice of the application has been given to the Public Service Com- 
mission of Wisconsin, the Illinois Commerce Commission and the State Commerce 
Commission of Iowa and to the Governors of each of those States. Notice was 
also published in the Federal Register on August 15, 1953 (18 F. R. 4896), stating 
that any person desiring to be heard or to make any protest with reference to 
the application should file a petition or protest on or before August 31, 1953. 
No protest or petition or request to be heard in opposition to the granting of 
such application has been received. 

The Public Service Commission of Wisconsin, by order dated October 13, 1953, 
authorized Wisconsin Power & Light’s proposed acquisition of the 16,274 shares 
of Wisconsin Interstate’s common stock from Delaware Interstate and the pro- 
posed merger or consolidation of its facilities with those of Wisconsin Interstate. 

The Securities and Exchange Commission, by order dated November 6, 1953, 
authorized Wisconsin Power & Light’s proposed acquisition of the 16,274 shares 
of Wisconsin Interstate’s common stock from Delaware Interstate and granted 
Wisconsin Power & Light’s request for an exemption from all provisions of the 
Public Utility Holding Company Act applicable to holding companies which would 
otherwise be applicable to it upon the acquisition of Wisconsin Interstate’s stock. 

The Commission finds: 

(1) Wisconsin Power & Light, a corporation, is a public utility within the 
meaning of section 203 of the act, subject to the jurisdiction of the Commission, 
as heretofore described and set forth in the Commission’s order issued June 21, 
1950, In the Matter of Wisconsin Power & Light, docket No. E-6282, 9 F. P. C. 859. 

(2) Wisconsin Interstate is a corporation organized and existing under the 
laws of the State of Wisconsin. It owns and operates facilities, among others, 
for the transmission and sale at wholesale of electric energy which is trans- 
mitted from the States of Iowa and Illinois and consumed at points in Wisconsin, 
all outside of the state in which generated, all of which facilities are in addition 
to and do not include facilities used for the generation of electric energy, facilities 
used in local distribution or only for the transmission of electric energy in inter- 
state commerce, or facilities for the transmission of electric energy consumed 
wholly by the transmitter, and Wisconsin Interstate is, therefore, a public utility 
within the meaning of that term as used in section 203 of the act. 

(3) By the proposed transaction Wisconsin Interstate will dispose of the whole 
of its facilities subject to the jurisdiction of the Commission and Wisconsin 
Power & Light will merge or consolidate its facilities subject to the jurisdiction 
of the Commission with those of Wisconsin Interstate, another person within 
the meaning and subject to the requirements of section 203 of the act. 

(4) The proposed transaction discloses an excess of the purchase price of 
Wisconsin Interstate’s 16,274 shares of common stock over the book value thereof 
in the amount of $357,898, which should be disposed of by Wisconsin Power & 
Light as hereinafter ordered. 

(5) The proposed merger or consolidation of facilities by Wisconsin Power & 
Light will be consistent with the public interest as expressed in the act. 

(6) The proposed merger or consolidation of facilities by Wisconsin Power & 
Light is exempt from the requirements of S. E. C. approval under the Public 
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Utility Holding Company Act of 1935 and is therefore not exempt from the 
requirements of section 203 of the Federal Power Act by virtue of section 318 
thereof. 

The Commission orders: 

(A) The proposed merger or consolidation by Wisconsin Power & Light of all 
of the facilities of Wisconsin Interstate, described above, be and the same hereby 
is authorized and approved upon the terms and conditions as set forth in the 
application subject to the provisions of this order. 

(B) Wisconsin Power & Light shall record the electric facilities and properties 
of Wisconsin Interstate, described above, as provided in the Commission’s 
uniform system of accounts prescribed for public utilities and licenses and shall 
dispose of the amount of $357,898 properly classifiable in account 100.5, electric 
plant acquisition adjustments, by amortization over a period terminating 
December 31, 1963, by equal annual charges to account 537, miscellaneous 
amortization. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days from the entry of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any matter whatsoever which 
may come before this Commission or any other regulatory body, and nothing in 
this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or 
asserted. 


Commissioner Draper not participating. 


Order approving maintenance of permanent connection for emergency use only 
Upper Peninsula Power Co. 
Docket No. E-6526 


November 19, 1958 


In an application filed October 14, 1953, pursuant to section 202 (d) of the 
Federal Power Act, Upper Peninsula Power Co. (Peninsula) requested approval 
of this Commission to maintain and use, until December 31, 1956, certain facili- 
ties proposed to be acquired from the Cliffs Power & Light Co. (Cliffs), as a 
permanent connection for emergency use only with the Wisconsin Michigan 
Power Co. (Wisconsin Michigan), as those facilities are presently used by Cliffs 
to provide an emergency interconnection with Wisconsin Michigan pursuant to 
approval granted by order of this Commission issued May 1, 1953, in docket 
No. E-6487. 

Peninsula, incorporated under the laws of the State of Michigan, with its 
principal business office in Houghton, Mich., states that the emergency inter- 
connection it proposes to maintain and use consists of a 66-kilovolt line extending 
approximately 28 miles between Wisconsin Michigan’s Felch substation and 
certain switches connecting with Cliff's 66-kilovolt transmission system at 
Gwinn, Mich., all as heretofore described in the aforesaid order of the Com- 
mission. 

These facilities, together with all other transmission and distribution facilities 
of Cliffs, will be acquired by Peninsula and thereafter integrated with Peninsula’s 
existing system which presently provides electric service in five counties situated 
in the upper peninsula of Michigan. 
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With the exceptiun of certain mining customers to which Peninsula will wheel 
power for Cliffs, Peninsula will, upon acquisition, serve all of the present cus- 
tomers of Cliffs. However, inasmuch as Peninsula’s existing generating capacity 
is presently inadequate to meet the area needs, it proposes to obtain the required 
energy primarily through purchases from sources heretofore available to Cliffs 
and to use, as presently done by Cliffs, the proposed interconnection as a source 
of emergency power until the completion of additional generating capacity on 
Peninsula’s system, now estimated to be sometime in 1956. 

It is proposed that the connection will be used with switches normally open 
and only closed upon the occurrence of an emergency upon Peninsula’s system. 
Peninsula states that reverse relays will prevent any reverse flow to Wisconsin 
Michigan’s system during closed periods. 

The Commissions finds: 

(1) Wisconsin Michigan, a corporation, is a public utility within the meaning 
of section 201 of the Federal Power Act, subject to the jurisdiction of the Com- 
mission as heretofore described and set forth in the Commission’s order issued 
June 1, 1955, In the Matter of Wisconsin Michigan Power Co., docket No. E-6268, 
10 F. P. C. 181. 

(2) The facilities, other than the proposed interconnection which Peninsula 
owns and operates, may not include facilities for the transmission or sale at 
wholesale of electric energy in interstate commerce and Peninsula, accordingly, 
may not be a public utility within the meaning of section 201 of the act. 

(3) The proposed interconnection will be a permanent connection for emer- 
gency use only within the meaning of section 202 (d) of the act. 

(4) Maintenance and use of such interconnection may involve the transmis- 
sion or sale at wholesale of electric energy in interstate commerce within the 
meaning of section 201 of the act. 

(5) The maintenance and use of the interconnection as hereinafter approved 
will serve the emergency needs of Peninsula and be desirable in the public interest 
as expressed in the act. 

The Commission orders: 

(A) The maintenance of the aforesaid permanent connection for emergency 
use only, as the term “emergency” is defined in section 32.20 of the Commission’s 
general rules and regulations, is hereby approved and shall not affect the status 
of Peninsula under the act. 

(B) The aforesaid connection shall be maintained with connecting switches 
open at all times except during emergencies and every closing of the switches 
shall be deemed a use of the connection. 

(C) Peninsula shall report each use of the connection to the Commission in 
accordance with section 32.23 of the Commission’s regulations under the act. 
Commissioner Draper not participating. 


Findings and order issuing certificate of public convenience and necessity 
Southern California Gas Co. and Southern Counties Gas Co. of California 
Docket No. G-2238 


November 19, 1953 






Southern California Gas Co. and Southern Counties Gas Co. of California 
(applicants), California corporations with their principal offices in Los Angeles, 
Calif., on September 3, 1953, filed a joint application with the Federal Power 
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Commission for a certificate of public convenience and necessity pursuant to 
section 7 of the Natural Gas Act, authorizing the construction and operation of 
approximately 28,700 feet of 30-inch pipeline extending in a southerly direction 
from applicants’ 30-inch pipeline in the city of Los Angeles to a junction with 
applicants’ 16-inch pipeline in Los Angeles County, Calif., together with neces- 
sary regulating and measuring facilities at the southern terminus of the pro- 
posed pipeline. 

The proposed facilities will serve as a tie-line between applicants’ aforesaid 
pipelines and will reinforce those existing facilities transporting natural gas, 
originating in Texas and New Mexico, to the southerly and southwesterly 
sections of the Los Angeles metropolitan area served by applicants. The esti- 
mated cost of the proposed facilities is $632,760 and their financing is to be out 
of applicants’ available treasury funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
November 12, 1953, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) Southern California Gas Co. and Southern Counties Gas Co. of California, 
California corporations having their principal places of business at Los Angeles, 
Calif., are engaged in the transportation of natural gas in interstate commerce, 
and Southern Counties Gas Co. of California is also engaged in the sale in inter- 
state commerce of natural gas for resale for ultimate public consumption, and 
therefore each of these companies is a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission in its 
May 31, 1946, order in docket No. G-675, 5 F. P. C. 115. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, as integral parts of applicants’ existing pipeline system, 
and the construction and operation thereof by applicants are subject to the 
~equirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicants are able and willing properly to do the acts and to perform 
the service proposed and to conform to the requirements, rules, and regulations 
of the Commission thereunder. 

(4) Applicants having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 
C. F. R. 1.82 (b)) of the Commission’s rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. : 

(5) The proposed construction and operation of the facilities by applicants 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (8) (i), (8) (iii), (8) (iv), and 
(5) of section 157.20 of the Commission’s rules of practice and procedure (18 
C. F. R. 157.20) should attach to the certificate hereinafter issued, and to the 
exercise of the rights granted thereunder, and that the time within which 
construction of facilities authorized by this order shall be completed and in 
actual operation should be fixed at 4 months from the date on which this 
order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Southern California Gas Co. and Southern Counties Gas 
Co. of California to construct and operate the facilities hereinbefore described, 
all as more fully described in the application in this proceeding, for the trans- 
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portation of natural gas as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of each of the applicants and the general terms and conditions 
set forth in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) of 
section 157.20 of the Commission’s rules of practice and procedure shall attach to 
the issuance of the certificate granted in paragraph (A) hereof, and to the 
exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of section 
157.20 of the Commission’s rules of practice and procedure is hereby fixed at 
4 months from the date on which this order issues. 

Commissioner Draper not participating. 


Findings and order issuing certificate of public convenience and necessity 
Pacific Gas & Electric Co. 
Docket No. G—2246 


November 20, 1953 


On September 14, 1953, Pacific Gas & Electric Co. (applicant), a California 
corporation with its principal office in San Francisco, Calif., filed application 
with the Federal Power Commission for a certificate of public convenience and 
necessity, pursuant to section 7 of the Natural Gas Act, authorizing the con- 
struction and operation of approximately 1,500 feet of 65-inch pipeline extending 
from applicant’s 20-inch Hollister-Moss Landing pipeline to the Kaiser Aluminum 
& Chemical Corp.’s magnesia plant near Moss Landing in Monterey County, Calif., 
together with necessary odorization, regulating, and metering equipment. 

By the facilities hereinbefore described, applicant proposes to tap its Hollister- 
Moss Landing pipeline for which a certificate of public convenience and necessity 
was issued by Commission order dated February 28, 1949, in docket No. G-—1092, 
8 F. P. C. 726. The proposed facilities will enable applicant to serve the afore- 
said magnesia plant with natural gas on an interruptible basis, the estimated 
requirements of which are 4,000 M. c. f. on a peak day and 930,000 M. c. f. annually. 

Applicant’s gas supply and its present facilities, together with the facilities 
proposed, are adequate to perform the service proposed without impairing 
applicant’s ability to render satisfactory service to its existing customers. The 
estimated cost of the proposed facilities is $22,495 and their financing is to be 
out of applicant’s available treasury funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
November 12, 1953, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) Pacific Gas & Electric Co., a California corporation, having its principal 
place of business at San Francisco, Calif., is engaged in the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of natural 
gas for resale for ultimate public consumption, and therefore is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its February 28, 1949 order in docket No. G—1092, 8 F. P. C. 
726. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce and in performing a service, 
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subject to the jurisdiction of the Commission, as integral parts of applicant’s exist- 
ing pipeline system, and the construction and operation thereof by applicant are 
subject to the requirements of subsections (c) and (e) of section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the requirements, rules, and regulations 
of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of section 1.32 (b) (18 C. F. R. 
1.32 (b)) of the Commission’s rules of practice and procedure having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final de- 
cision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and 
(5) of section 157.20 of the Commission’s rules of practice and procedure (18 
C. F. R. 157.20) should attach to the certificate hereinafter issued, and to the 
exercise of the rights granted thereunder, and that the time within which construc- 
tion of facilities authorized by this order shall be completed and in actual opera- 
tion should be fixed at 4 months from the date on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Pacific Gas & Electric Co. to construct and operate the 
facilities hereinbefore described, all as more fully described in the application in 
this proceeding, for the transportation of natural gas as therein set forth, subject 
to the jurisdiction of the Commission, upon the terms and conditions of this 
order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of applicant and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv), and (5) of section 157.20 
of the Commission’s rules of practice and procedure shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 

(C) The time within which the facilities hereby authorized shall be constructed 
and placed in actual operation as provided by paragraph (2) of section 157.20 of 
the Commission’s rules of practice and procedure is hereby fixed at 4 months 
from the date on which this order issues. 
Commissioner Draper not participating. 


Order determining requirements and regulations in the interest of fish and 
wildlife 


Idaho Power Co. 
Project No. 2055 


November 20, 1958 


Paragraph (C) (5) of the Commission’s order issued February 7, 1951, dismiss- 
ing application for preliminary permit and issuing license for the proposed C. J. 
Strike hydroelectric development of the Idaho Power Co., designated as project 
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No. 2055, reserved to the Commission the right to determine at a future date after 
further investigation reasonable requirements and regulations in the interest of 
fish and wildlife. 

Since issuance of the license, Idaho Power Co. (company), the U. S. Fish and 
Wildlife Service (Service), and the Idaho Fish and Game Department (Depart- 
ment) have made investigations and field surveys, and have held numerous con- 
ferences relative to the matter of fish and wildlife problems insofar as the opera- 
tion and maintenance of project 2055 might affect such problems. The investiga- 
tions, surveys and conferences have culminated in a signed agreement among the 
licensee, the Service, and the Department, dated July 24, 1953, under which: 

(1) The company agrees: 

(a) To permit the Department, subject to the primary purpose of the project, 
to use all of the lands now owned or controlled by the company, and not otherwise 
required for conflicting use by the company, acquired for reservoir purposes or in 
connection with the C. J. Strike project, including that portion of the NWY4SE%4 
of section 16, township 6 south, range 5 east, Boise meridian, effective as of the 
termination of the presently existing life easement; said permission shall be 
limited by the terms of those permanent farming and grazing easements now of 
record affecting any lands between the 2455 and 2460 contour, and any farming 
and grazing leases for the year 1953 on those lands of the company located in 
the Bruneau Valley, and also exclusive of that certain parcel of land on the south 
bank of the Snake River at or near the Loveridge (or Bruneau) bridge used by 
lessees of the company as a small boat moorage and for related recreational 
uses ; Said lands to be used and managed by the Department for the propagation, 
feeding and conservation of fish, water-fowl and wildlife, and for hunting, fishing 
and other general recreational uses by the public. 

(b) To assign to the Department, for use on the aforesaid land in raising 
crops, maintaining fish ponds, and other related purposes, sufficient water from 
the decreed or appropriated water rights for lands owned by the company in 
Bruneau Valley to meet the Department’s requirements, provided, however, that 
the Department shall pay the assessments and operation and maintenance charges 
for all water so assigned or used, and shall use the water and water rights so as 
to prevent their loss by abandonment, lapse, or otherwise; and shall inform the 
company as soon as practicable of the amount of water desired in order that the 
Company may, if it desires, make other arrangements for the water not required. 

(c) The Department may, at its own risk, construct and maintain on the lands 
covered under this agreement, any roads, buildings, fences, canals, dikes or other 
structures necessary for the proper administration of the fish, wildlife and rec- 
reational resources of the area, with the title to those improvements capable 
.of being removed remaining in the State of Idaho. 

(d) To attempt to purchase Dilley and Stevens Islands on or before January 
1, 1954, and, in the event of failure to complete such purchase, to provide, upon 
request, funds to the United States in the maximum amount of $1,000 for Dilley 
Island in sections 26, 35 and 36, township 2 north, range 4 west, Boise meridian, 
and to the State of Idaho in the maximum amount of $500 for Stevens Island in 
section 34, township 5 south, range 7 east, Boise meridian, for use in making the 
purchases of said islands. 

(e) After notice and hearing, and upon order of the Federal Power Commis- 
sion, to construct bank protection facilities upon any Federal or State owned 
islands, within a distance of 10 miles downstream from the C. J. Strike Dam, that 
show signs of serious erosion damage resulting from fluctuating water levels 
caused by operation of said dam. 
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(2) The Department agrees . 

(a) That in the operation, control and management of the project lands turned 
over to it by the company, it will operate said lands so as to provide at all.times 
the maximum amount of benefit, enjoyment and use by the general public, and 
will allow a substantial portion of said lands and adjacent reservoir to be avail- 
able to the public as a hunting and fishing area during the general open seasons. 

(b) That it will comply with all Federal, State and local laws, rules and regula- 
tions with respect to the lands covered by this agreement, including noxious weed 
control. 

(c) To maintain and use the cultivated lands in the Bruneau Valley in ac- 
cordance with good farming practices, preventing erosion, and rotating and 
fertilizing the lands as required. 

(d) To release the company from any and all claims or liability for any 
damage to buildings, fences, canals, dikes or other structures constructed on 
the lands which it is permitted to use, occurring as a result of flooding, wave 


action, seepage, or sub-irrigating, or otherwise as a result of the existence, opera- 
tion or use of the reservoir. 


(3) The Service agrees: 

That it will cooperate with the Department in the control and use of the back- 
water lands, in order that the area shall be developed to the maximum advantage 
for hunting, fishing, and recreation. 

(4) The Service and the Department agree: 

That any permissions granted in connection with this agreement and the use 
of said lands shall be subject to all the conditions and terms of the license for 
the project, and they specifically reserve to the licensee, its successors or assigns 
the right to use said lands and waters at all times and for any and all purposes 
as may be by the company deemed necessary or desirable for the company’s full 
use and operation of the project. 

(5) The company, the Service, and the Department agree: 

The company shall have, and it hereby reserves, the right to grant permits to 
cross lands of the company bordering on or adjacent to said reservoir for limited 
ways or approaches for stock watering purposes, subject to approval of the De- 
partment as to number, location and size, and for canals or pipelines for.irriga- 


tion use, and to install pumping plants and to pump and convey water from the 
reservoir for said purposes. 


The Commission finds: 
The requirements and regulations in the interest of fish and wildlife as set 
forth in the aforementioned agreement are reasonable and should be approved 


and adopted as the Commission’s own determination in the matter as hereinafter 
provided. 


The Commission orders: 

The aforementioned requirements and regulations of the agreement signed by 
Idaho Power Co., and U. S. Fish and Wildlife Service, and the Idaho Fish and 
Game Department, in the interest of fish and wildlife insofar as the operation 
and maintenance of project No. 2055 might affect such interest, are hereby ap- 
proved and adopted as the Commission’s own determination in the matter, and 
the licensee shall operate and maintain the project in accordance with the pro- 
visions of the agreement until otherwise ordered by the Commission. 

Commissioner Draper not participating. 
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Order modifying orders issuing preliminary permits 
Pacific Power & Light Co. 
Projects Nos. 2111 and 2112 
November 20, 1953 


Pursuant to applications therefor filed on July 14, 1952, by Pacific Power & 
Light Co., of Portland, Oreg., the Commission on October 12, 1953, entered orders 
issuing preliminary permits for proposed project No. 2111, tentatively designated 
as the Swift power development, and for proposed project No. 2112, tentatively 
designated as the Muddy power development, each located on Lewis River, 
Washington. 

Special article 9 in each permit order provided that the permittee shall carry 
on the project planning in cooperation with the Department of Game, State of 
Washington, and with the U. S. Fish and Wildlife Service in order that necessary 
consideration may be given to the protection of the fish and wildlife resources 
of the affected area. 

In letter dated October 21, 1953, the Director of the Department of Fisheries, 
of the State of Washington, advises that the interest of his department in 
preserving the salmon runs of the Lewis River is not less than the interests of 
the agencies specifically named in article 9 of the permits, and requests modifi- 
cation of the article in each permit order so as to include therein his department. 
In letter dated October 23, 1953, the Director of the Department of Game, of the 
State of Washington, joins in the requested modification. 

The Commission finds: 

In the circumstances, it is appropriate to modify article 9 of each permit to 
specifically name therein the Department of Fisheries of the State of Washington. 

The Commission orders: 


Article 9 of paragraph (B) of the Commission’s orders issuing preliminary 
permits in these matters is hereby modified to read as follows: 


Article 9. The permittee shall carry on the project planning in cooperation 
with the Department of Game and the Department of Fisheries, respectively, of 
the State of Washington, and with the U. S. Fish and Wildlife Service in order 
that necessary consideration may be given to the protection of the fish and 
wildlife resources of the affected area. 


Commissioner Draper not participating. 


Supplemental order authorizing issuance of securities 
Gulf States Utilities Co. 
Docket No. E-6525 
November 24, 1958 


By order issued November 4, 1953, in the above entitled matter, the Com- 
mission authorized Gulf States Utilities Co. (applicant) to issue and sell through 
competitive bidding $10,000,000, principal amount, of its first mortgage bonds 
3% percent, series due 1983, subject to the provisions, among others, as set forth 
in paragraph (B) of that order reading as follows: 

(B) The proposed issuance and sale at competitive bidding shall not be 
consummated until : 

(i) Applicant shall have amended its application pursuant to the require- 
ments of section 34.2 (k) (3) of the Commission’s rules relating to com- 
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pliance with competitive bidding requirements and section 34.2 (k) (4) of 
the rules, relating to affiliation, and shall have mailed them and advised the 
Commission by telephone and telegraph as contemplated by section 34.9 of 
the rules. 

(ii) The Commission shall have approved the price to be received by 
the applicant for the first mortgage bonds and the interest rate thereof, by 
a further order 

Applicant on November 23, 1953, filed an amendment pursuant to the require- 
ments of the Commission’s order issued November 4, 1953, setting forth that it 
proposes to accept, as providing the lowest cost of money to it, the bid of Lehman 
Brothers to purchase the $10,000,000 principal amount, of first mortgage bonds 
for the price of 101.2099 with an interest rate of 3% percent. 

The Commission finds: 

(1) Applicant has satisfactorily complied with the requirements of paragraph 
(B) of the Commission’s order issued November 4, 1953, referred to above, and 
under the bid it proposes to accept for the first mortgage bonds the price to 
applicant therefor and the interest rate are reasonable. 

(2) The proposed issuance and sale of first mortgage bonds as hereinafter 
authorized and approved will be for a lawful object, within the corporate pur- 
poses of applicant and compatible with the public interest, which is appropriate 
for and consistent with the proper performance by applicant of service as a public 
utility and which will not impair its ability to perform that service, and is 
reasonably appropriate for such purposes. 

The Commission orders: , 

(A) The price of such first mortgage bonds and the interest rate thereof 
under the bid referred to above are approved as reasonable. 

(B) The proposed issuance and sale of first mortgage bonds referred to 
above, upon the terms and conditions and for the purposes specified in the 
application, as supplemented by the amendment referred to above, be and the 
same hereby are authorized, subject only to the provisions of paragraphs (C), 
(D) and (E) of the Commission’s order issued November 4, 1953, in this matter. 

Commissioner Draper not participating. 


Supplemental order authorizing issuance of securities 
Iowa Power & Light Co. 
Docket No. E-6528 


November 24, 1953 


By order issued November )8, 1953, the Commission authorized Iowa Power & 
Light Co. (applicant) to issue and sell 50,000 shares of its cumulative preferred 
stock (par value $100 per share), by means of an underwriting agreement subject 
to the provisions, among others, as set forth in paragraph (B) of that order 
reading as follows: 

(B) The proposed issuance and sale of 50,000 shares of preferred stock, 
referred to above, shall not be consummated until: 

(i) Applicant shall have amended its application by filing with the 
Commission a verfied copy of the underwriting agreement as executed. 

(ii) The Commission shall have approved the price per share of stock to 
be received by the applicant, the dividend rate to be paid and the fees to be 
paid to the underwriters. 
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Applicant on November 23, 1953, amended its application by filing a certified 
copy of the underwriting agreement as executed which provides, among other 
things, that (1) applicant will receive $100 per share for the proposed issuance 
of preferred stock, (2) the dividend rate per share to be paid by applicant will 
be 4.35 percent, and (3) the fees to be paid by applicant to the underwriters will 
be $1.65 per share. 

The Commission finds: 

(1) Applicant has satisfactorily complied with the requirements of paragraph 
(B) of the Commission’s order issued November 18, 1953, and the price per 
share of stock to be received by applicant, the dividend rate to be paid, and the 
fees to be paid to the underwriters, all as referred to above, are reasonable. 

(2) The proposed issuance and sale of preferred stock as hereinafter au- 
thorized and approved will be for a lawful object, within the corporate purposes 
of applicant and compatible with the public interest, which is appropriate for and 
consistent with the proper performance by applicant of service as a public utility 
and which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 

The Commission orders: 

(A) The price per share of stock to be received by applicant, the dividend 
rate to be paid and the fees to be paid to the underwriters, all as described above, 
are approved as reasonable. 

(B) The proposed issuance and sale of preferred stock, referred to above, upon 
the terms and conditions and for the purposes specified in the application, as sup- 
plemented by the amendment referred to above, be and the same hereby are au- 
thorized subject only to the provisions of paragraphs (C), (F), (G) and (H) of 
the Commission’s order issued November 18, 1953, in this matter. 

Commissioner Draper not participating. 


Order amending order issuing certificate of public convenience and necessity 


Permian Basin Pipeline Co. 
Docket No. G—1928 
November 27, 1953 


Permian Basin Pipeline Co. (Permian) filed a petition on October 12, 1953, 
requesting that the Commission’s order issued May 1, 1953, in docket No. 
G—1928, et al., In the Matter of Permian Basin Pipeline Co., et al., be amended 
to authorize Permian to install 67 miles of 20-inch pipeline to extend from 
the Mitchell Gas Field in Pecos County, Tex., to Permian’s Plymouth compressor 
station in Upton County, Tex., in lieu of 70 miles of 16-inch pipeline to extend 
between the same points as originally authorized by the order issued May 1, 1953. 

In support of its petition, Permian states that recent surveys indicate that 
the pipeline mileage will be 67 instead of 70 miles; that the 20-inch line will 
have a capacity of 187,000 M. c. f. per day compared to the capacity of 100,000 
M. ec. f. per day which the 16-inch line would have; and that Permian expects 
in the future to have available to it in Pecos County, Tex., gas supplies in addi- 
tion to those shown during hearing of its application in docket No. G—1928. 

The record shows that Permian has the right to purchase up to 137,500 M. c. f. 
of gas per day from Phillips Petroleum Co. in the Mitchell Field; and that 
to enable Permian to transport such volumes of gas there would have to be 
constructed a mid-point compressor station of 2,640 horsepower at an estimated 
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cost of $938,000: Construction of the 16-inch line together with such compressor 
station, rather than of the 20-inch line proposed, would increase Permian’s overall 
expenditures for this segment of its pipeline system by approximately $372,000. 

Due notice of the filing of such petition to amend has been given, including 
publication in the Federal Register on November 7, 1953 (18 F. R. 7045-7046). 
No protests or answers thereto have been received. 

The Commission finds: 

It is in the public interest and it is appropriate to carry out the provisions 
of the Natural Gas Act that the order accompanying opinion No. 249, issued 
May 1, 1953, in docket No. G—1928, et al., be amended as hereinafter ordered. 

The Commission orders: 

(A) The order of the Commission accompanying opinion No. 249, issued 
May 1, 1953, be and the same hereby is amended to authorize Permian to con- 
struct and operate 67 miles of 20-inch pipeline beginning in Mitcheli Gas Field, 
Pecos County, Tex., and extending to Permian’s Plymouth compressor station, 
Upton County, Tex., in lieu of the 70 miles of 16-inch pipeline authorized to be 
constructed by said order issued May 1, 1953: Provided, however, That as a 
condition to the exercise of rights granted by this amendatory order, the fa- 
cilities herein authorized to be constructed and operated shall be completed 
and regularly operated by Permian by February 1, 1954. 

(B) In all other respects, the conditions respecting the issuance of and the 
exercise of the rights granted by the certificate issued Permian by the order 
of May 1, 1953, shall remain in full force and effect. 


Order amending order issuing certificates of public convenience and necessity 
and denying request to deny petition 


Permian Basin Pipeline Co., El Paso Natural Gas Co., Northern Natural Gas Co. 
Docket Nos. G-1928, G—2134, G—2063 
November 27, 1953 


On September 4, 1953, Permian Basin Pipeline Co. (Permian), El Paso 
Natural Gas Co. (El Paso), and Northern Natural Gas Co. (Northern) filed a 
joint petition to amend the certificates of public convenience and necessity 
granted in the above-entitled proceedings by the Commission's order accompany- 
ing opinion No. 249, issued on May 1, 1953. The petition was supplemented 
on September 9, and September 21, 1953. 

Such certificates, inter alia, authorized construction and operation of new 
facilities and operation of certain existing facilities to enable Permian to de- 
liver to El Paso at a measuring station near Wasson, Yoakum County, Tex., 
certain volumes of natural gas; the transportation of natural gas northward 
through existing facilities of El Paso and the redelivery of equivalent volumes 
of natural gas by El Paso to Permian at a point near Dumas, Moore County, 
Tex.; and the sale and delivery of such volumes of natural gas at the same 
point by Permian to Northern. Thus, the certificate issued to Permian author- 
ized the construction and operation of a measuring station at Dumas where 
actual sale and delivery of gas by Permian to Northern would take place, the 
measuring station at Dumas being approximately 200 miles north of Permian’s 
other system facilities. Under the proposed arrangement, Permian would have 
paid El Paso two cents per M. ec. f. for all natural gas delivered by El Paso to 
Permian at Dumas, and the sums so paid to El Paso would have been included 
in Permian’s cost-of-service. 
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The joint petition to amend requests that the order of May 1, 1953, be 
amended to authorize Permian to sell and deliver natural gas to Northern at 
Wasson; El Paso to transport natural gas for Northern to Dumas and to 
charge Northern two cents for all gas delivered by El Paso to Northern at 
Dumas; and Permian to delete from its facilities now being constructed the 
measuring station at Dumas hitherto authorized. Applicants state that the 
elimination of the measuring station will resolve operational and maintenance 
difficulties attending widespread location of Permian’s facilities; will result in 
a saving for Permian’s facilities required for its project; and will assure 
Northern more control of the new gas supplies to be received from Permian. 
Applicants state that in the event the changes proposed in their joint petition 
are authorized, appropriate tariff filings will be submitted. 

On September 15, 1953, National Coal Association, United Mine Workers of 
America, Fuels Research Council, Inc., and Chesapeake and Ohio Railroad 
Company (the coal and railroad interveners) filed a joint answer to such peti- 
tion stating that the petition should be denied. As reasons therefor, they 
asserted that the Natural Gas Act does not permit the Commission to authorize 
the sale and delivery of gas to a natural-gas company at a point where the 
company does not have facilities and is not physically able to “accept delivery” 
of the gas purchased; that after a certificate of public convenience and neces- 
sity is issued, the act does not permit a substantial modification or amendment 
without publication of notice in the usual manner and an opportunity for a 
public hearing; and that since contracts attached to the joint petition provide 
that further certificate applications, or requests for Commission approval, must 
be filed before the Commission may approve or disapprove the said contracts, 
the necessary approval “cannot be granted by means of the informal procedure 
proposed in the said petition.” 

We have considered the objections of the coal and railroad interveners and 
find that they are without merit. In the first place, the Natural Gas Act does 
not forbid the amendment here requested. No requirement is spelled out in 
any of the provisions of section 7 (c) or (e) of the act which requires that the 
“sale and delivery” of gas must take place at points where the recipient com- 
pany has facilities. Nor is any such requirement to be implied from the 
language of either section 7 (c) or 7 (e). The certificate provisions of the act 
are intended to subject to the authority of the Commission every operation, 
sale, service, construction, extension, or acquisition proposed to be undertaken 
by a natural-gas company which will involve such company in either the trans- 
portation or the sale of natural gas in interstate commerce subject to the 
jurisdiction of the Commission. But this does not mean that a natural-gas 
company must have facilities at every point where a sale and delivery of 
natural gas is intended. It does mean, particularly in inter-company opera- 
tions such as are here proposed, that the entire proposal be subjected to 
Commission scrutiny in order that it can be ascertained that the proposal is 
required by the present or future public convenience and necessity. Thus, we 
have in the past authorized arrangements under which one natural-gas com- 
pany takes title to gas even though at the point of delivery it does not have 
facilities. 

Nor is it requisite that amendment of petitioners’ certificates be authorized 
only after “publication of notice in the usual manner and opportunity for 
public hearing.” Petitioners’ proposal does not adversely affect substantive 
rights of any party who intervened in the proceedings in docket Nos. G—1928, 
G-2134, and G-—2063. Indeed, it does not appear that the coal and railroad 
interveners have standing to interpose any objections, for their answer does not 
contend that rights of the coal and railroad interveners will be adversely 
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affected if the amendments sought are granted. No other intervener in these 
proceedings, although all were served with a copy of the petition and all were 
given opportunity to file answers, indicated opposition to the proposed amend- 
ment. No basis for opposition existed, for the requested amendment involves 
no change in petitioners’ certificates which would in any way affect the rights 
of parties to the proceedings. In such circumstances, we have power, and we 
have frequently exercised it, to authorize amendments pursuant to the provi- 
sions of section 16 of the act without formal publication of notice and without 
formal hearing. 

Finally, the contention that some formal proceeding is necessitated by reason 
of certain provisions in petitioners’ contracts appears to be based on a misunder- 
standing of the petition. The very Commission approval asserted to be necessary 
is sought in the petition filed on behalf of Permian, Northern, and El Paso. 

We conclude, for the reasons set forth in the joint petition to amend, that 
applicants’ joint request for amendment of the order issued May 1, 1953 should 
be granted. 

The Commission finds: 

(1) It is in the public interest and it is necessary and appropriate to carry 
out the provisions of the Natural Gas Act to amend, as hereinafter conditioned, 
the order of the Commission accompanying opinion No. 249, issued May 1, 1953. 

(2) The request of the coal and railroad interveners to deny the applicants’ 
joint petition to amend should be denied. 

The Commission orders: 

(A) The certificate of public convenience and necessity granted Permian by 
order issued May 1, 1953, be and the same hereby is amended (1) to authorize 
the sale and delivery of not in excess of 300,000 M. c. f. per day of natural gas 
by Permian to Northern at Wasson, Tex., instead of at Dumas, Tex., and (2) to 
delete the measuring station at Dumas, Tex., described in Permian’s application 
in docket No. G—1928, from the facilities authorized to be constructed and 
operated by Permian. 

(B) The certificate of public convenience and necessity granted El Paso by 
the order issued May 1, 1953, in docket No. G-2134, be and the same hereby is 
amended to authorize the transportation of natural gas by El Paso from Wasson 
to Dumas, Tex., for the account of Northern and the redelivery of equivalent 
volumes of natural gas, not to exceed 300,000 M. c. f. per day, by El Paso to 
Northern at Dumas, Tex., all as described in the joint petition to amend filed 
herein by Permian, El Paso, and Northern; Provided, however: That, as a 
condition attached to the exercise of the rights granted by this amended certifi- 
cate, El Paso, within 30 days from the date of issuance of this order, shall file 
an appropriate rate schedule satisfactory to the Commission for the transporta- 
tion of natural gas for the account of Northern herein authorized. 

(C) The motion to deny contained in the answer filed on behalf of the coal 


and railroad interveners on September 15, 1953 be and the same hereby is 
denied. 

































Findings and order issuing certificate of public convenience and necessity 
Texas Gas Transmission Corp. 
Docket No. G—2225 
November 30, 1958 





Texas Gas Transmission Corp. (applicant), a Delaware corporation having its 
principal place of business in Owensboro, Ky., filed, on August 7, 1953, as supple- 
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mented November 9, 1953, an application for a certificate of public convenience 
and necessity pursuant to section 7 of the Natural Gas Act, authorizing increases 
in the firm daily maximum volumes of natural gas which applicant may deliver 
to the city of Linton, Ind., and the Terre Haute Gas Corp. 

Paragraph B (1) of the order issued July 25, 1952, docket No. G—1847, et al., 
opinion No. 232, required applicant to, inter alia, make available on a firm basis 
a daily maximum volume of 9,571 M. c. f. to Terre Haute Gas Corp. and 2,091 
M. ec. f. to the city of Linton, Ind. Applicant seeks herein to increase said 
maximum daily volumes to 12,724 M. c. f. and 2,754 M. c. f.1 respectively. Appli- 
cant would render the additional service through existing facilities. 

A petition seeking leave to intervene in this proceeding was filed by Memphis 
Light, Gas & Water Division, City of Memphis, Tenn., on August 24, 1953. An 
order was issued on September 11, 1953, permitting intervention as requested. 

Pursuant to due notice a formal hearing was held in Washington, D. C., on 
November 10, 1953, respecting the matters involved and the issues presented by 
the application. Memphis Light, Gas & Water Division, city of Memphis, Tenn., 
was not represented by counsel at the hearing, and, in a letter filed November 9, 
1953, stated that it would not appear at the hearing and would not object to an 
expeditious hearing on the basis of computations contained in a supplement ta 
its application proposed to be submitted by applicant. 

Applicant, in a supplement to its application filed November 9, 1953, recom- 
puted the compressor fuel requirements for its system north of Memphis, Tenn., 
and on the basis of this computation and the withdrawal of the application by 
Morganfield Natural Gas Co. in docket No. G-1935, stated that its design capacity 
on a peak day will exceed its maximum daily obligations to its existing customers, 
including the increased deliveries proposed herein. Applicant had previously 
stated that the additional deliveries proposed herein would result in an excess 
of maximum daily obligations over its system capacity. 

At the hearing applicant’s motion to omit the intermediate decision procedure 
Was concurred in by staff counsel. The matter was submitted to the Com- 
mission on the basis of proposed findings and order submitted by staff counsel. 

The Commission finds: 

(1) Applicant, a Delaware corporation with its principal place of business at 
Owensboro, Ky., is engaged in the transportation of natural gas in interstate com- 
merce and the sale in interstate commerce of natural gas for resale for ultimate 
public consumption, and is, therefore, a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission in its order of 
March 30, 1949, in docket No. G—859, 8 F. P. C. 190. 

(2) The transportation and sale hereinbefore described, and as more fully 
described in the application herein, will constitute transportation and sale of 
natural gas in interstate commerce, subject to the jurisdiction of the Commission, 
and such transportation and sale by applicant is subject to the requirements of sub- 
sections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed transportation and sale by applicant are required by the 
public convenience and necessity, and a certificate therefor should be issued as 
hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and condi- 
tions set forth in paragraphs (1) and (5) of section 157.20 of the Commission’s 


1 All volumes are stated herein on a 14.73 pounds per square inch absolute pressure base. 
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rules of practice and procedure (18 C. F. R. 157.20) should attach to the certi- 
ficate hereinafter issued, and to the exercise of the rights granted thereunder. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing applicant to transport and sell natural gas as herein- 
before described, all as more fully described in the application in this proceeding 
and the exhibits appended thereto, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of applicant and the general terms and conditions set forth in 
paragraphs (1) and (5) of section 157.20 of the Commission’s rules of practice 
and procedure shall attach to the issuance of the certificate granted in para- 
graph (A) hereof, and to the exercise of the rights granted thereunder. 


Findings and order issuing certificate of public convenience and necessity 
Cities Service Gas Co. 
Docket No. G—2265 


November 30, 1958 


Cities Service Gas Co. (applicant), a Delaware corporation having its principal 
place of business in Oklahoma City, Okla., filed, on October 5, 1953, an applica- 
tion for a certifigate of public convenience and necessity pursuant to section 7 
of the Natural Gas Act, for authority to construct and operate approximately 
17,000 feet of 4-inch pipeline extending westerly from a point of connection with 
applicant’s 12-inch pipeline to Grandview Air Force base in Cass County, Mo. 

The proposed facilities, applicant states, will be used to transport natural gas in 
interstate commerce subject to the jurisdiction of the Commission. 

Applicant proposes to make a direct sale to the United States Air Force for use 
in the Grandview Air Force base. It is estimated that the maximum daily re- 
quirement of Grandview Air Force base will be 46 M. c. f. and the annual re- 
quirement is estimated at 16,615 M. c. f. (at 14.73 pounds per square inch absolute). 

The estimated cost of applicant’s proposed project is approximately $46,200, to 
be financed through the advance payment of such an amount to applicant by the 
United States Air Force. 

No other customers are proposed to be served from these facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
November 19, 1953, respecting the matters involved and the issues presented 
by the application. No protest to the application has been received. 

The Commission finds: 

(1) Cities Service Gas Co., a Delaware corporation with its principal place 
of business in Oklahoma City, Okla., is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission, In the 
Matter of Cities Service Gas Co., docket No. G-298, 4 F. P. C. 471. 

(2) The facilities hereinbefore described are to be used for the transportation 
of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, and the construction and operation thereof by applicant are subject to 
the requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and the 
requirements, rules, and regulations of the Commission thereunder. 
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(4) The proposed construction and operation of the proposed facilities by ap- 
plicant are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5), of 
section 157.20 of the Commission’s rules and regulations including the Commis- 
sion’s rules of practice and procedure (18 C. F. R. 157.20) should attach to the 
certificate hereinafter issued, and to the exercise of the rights granted thereunder, 
and that the time within which construction of the facilities authorized by this 
order should be completed and in actual operation should be fixed at 3 months 
from the date on which this order issued. 

(6) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 
C. F. R. 1.32 (b) ) of the Commission’s rules of practice and procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant to construct and operate the facilities herein- 
before described, for the transportation of natural gas subject to the jurisdiction 
of the Commission and upon the terms and conditions of this order and solely 
for service to Grandview Air Force base. 

(B) This certificate shall be accepted in writing and under oath by a responsible 
official of the applicant, and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5), of section 157.20 
of the Commission’s rules and regulations, including the Commission’s rules of 
practice and procedure, shall attach to the issuance of the certificate granted 
in paragraph (A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of section 
157.20 of the Commission’s rules of practice and procedure is hereby fixed at 3 
months from the date on which this order issues. 


Order approving revised exhibits 
Puget Sound Power & Light Co. 
Project No. 943 


November 30, 1958 


Puget Sound Power & Light Co., the co-licensee for major project No. 943 
(Rock Island) with Public Utility District No. 1 of Chelan County, Wash., 
filed with the Commission on June 22, 1953, exhibit K, sheets 1 of 2 and 2 of 2 
(F. P. C. Nos. 943-82 and -83), entitled “Detail maps, transmission line-Rock 
Island to Skykomish, King and Chelan Counties, Wash.,” signed June 15, 1953, 
showing parts of the transmission line relocated so as not to interfere with 
Primary State Highway No. 15, Washington, as relocated. No public lands or 
reservations of the United States are involved in the changes made in location. 

The Commission finds: 

The exhibit drawings above described conform to the Commission’s rules and 
regulations and should be approved and made a part of the license for project 
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No. 943 and superseded exhibit K, sheets 10 of 18 and 11 of 18 (F. P. C. Nos. 
943-38 and -39), should be eliminated from the license. 

The Commission orders: 

(A) The exhibit drawings described above and filed June 22, 1953, are hereby 
approved and made a part of the license for project No. 943. 

(B) Exhibit K (F. P. C. Nos. 943-38 and -39) which have been superseded are 
hereby eliminated from the license. 


Supplemental order authorizing issuance of securities 
Iowa Power and Light Co. 
Docket No. E-6528 


December 2, 1953 


By order issued November 18, 1953, in the above entitled matter, the Commis- 
sion authorized Iowa Power and Light Co. (applicant) to issue and sell through 
competitive bidding $8,500,000, principal amount, of its first mortgage bonds 
series due 1983, subject to the provisions, among others, as set forth in paragraph 
(E) of. that order reading as follows: 

(E) The proposed issuance and sale of bonds at competitive bidding shall 
not be consummated until : 

(i) Applicant shall have amended its application pursuant to the require- 
ments of § 34.2 (k) (3) of the Commission’s rules relating to compliance with 
competitive bidding requirements and § 34.2 (k) (4) of the rules, relating to 
affiliation, and shall have either filed such amendments or shall have mailed 
them and advised the Commission by telephone and telegraph as con- 
templated by § 34.9 of the rules. 

(ii) The Commission shall have approved the price to be received by the 
applicant for the first mortgage bonds and the interest rate thereof, by a 
further order. 

Applicant on December 2, 1953, filed an amendment pursuant to the require- 
ments of the Commission’s order issued November 18, 1953, setting forth that it 
proposes to accept, as providing the lowest cost of money to it, the bid of The 
First Boston Corp. to purchase the $8,500,000, principal amount of first mortgage 
bonds for the price of 100.7899 with an interest rate of 3% percent per annum. 

The Commission finds: 

(1) The applicant has satisfactorily complied with the requirements of para- 
graph (E) of the Commission’s order issued November 18, 1953, referred to above, 
and under the bid it proposes to accept for the first mortgage bonds the price to 
applicant therefor and the interest rate are reasonable. 

(2) The proposed issuance and sale of first mortgage bonds as hereinafter 
authorized and approved will be for a lawful object, within the corporate pur- 
poses of the applicant and compatible with the public interest, which is appro- 
priate for and consistent with the proper performance by the applicant of service 
as a public utility and which will not impair its ability to perform that service, 
and is reasonably appropriate for such purposes. 

The Commission orders: 

(A) The price of such first mortgage bonds and the interest rate thereof under 
the bid referred to above are approved as reasonable. 

(B) The proposed issuance and sale of first mortgage bonds referred to above, 
upon the terms and conditions and for the purposes specified in the application, 
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as supplemented by the amendment referred to above, be and the same hereby 

are authorized, subject only to the provisions of paragraphs (F), (G) and (H) 

of the Commission’s order issued November 18, 1953, in this matter. 
Commissioner Doty not participating. 


Order authorizing issuance of securities 
Montana-Dakota Utilities Co. 
Docket No. E-6532 


December 4, 1953 


Montana-Dakota Utilities Co. (applicant), incorporated under the laws of 
the State of Delaware, qualified to do business as a foreign corporation in the 
States of Minnesota, Montana, North Dakota, South Dakota, and Wyoming, with 
its principal business office in Minneapolis, Minn., filed an application on No- 
vember 17, 1953, pursuant to section 204 of the Federal Power Act, requesting 
authorization for the issuance of not to exceed $6,000,000, principal amount, of 
short term promissory notes. 

Applicant proposes to execute to the National City Bank of New York at 
various times prior to December 31, 1953, an aggregate of $6,000,000, principal 
amount, of unsecured promissory notes, each maturing within one year from 
the date of its issuance and bearing interest at the prime commercial rate cur- 
rent when executed. The current rate presently being paid by applicant is 
3% percent. 

The Northwestern National Bank of Minneapolis and the First National Bank 
of Minneapolis will have participations of 25 percent and 15 percent, respec- 
tively, in each note through agreements with the National City Bank. 

Applicant states that no placement fee or discount expense will be incurred 
in connection with the proposed issuance. 

The application states that the proceeds from the proposed issuance will be 
used, in part, by the applicant to retire four $1,000,000, principal amount, short 
term promissory notes, two of which were executed June 24 and September 2, 1953, 
respectively, by the applicant without subsequent compliance with section 
34.20 of the Commission’s rules regarding notification, and the other two were 
executed October 6 and November 4, 1953, respectively, without securing the 
authorization required by section 204 (a) of the act inasmuch as they were in 
excess of 5 percent of the par value of applicant’s other securities within the 
meaning of section 204 (e) of the act. Applicant intends to use the remainder 
of the proceeds derived from the proposed issuance to carry forward its 1953 
construction program. 

Applicant explains that its omission to give the required notification and 
secure the necessary authorization in regard to its presently outstanding short 
term promissory notes was not willful, but, rather due to a failure of its internal 
procedures for assigning responsibilities in such matters. 

The application states that applicant proposes to discharge the proposed 
promissory notes with funds obtained from permanent financing to be under- 
taken in 1954. 

Written notice of the application has been given to the Public Service Com- 
mission of North Dakota, the Public Service Commission of Wyoming, the 
Public Utilities Commission of South Dakota, the Board of Railroad Com- 
missioners of Montana, the Railroad and Warehouse Commission of Minnesota, 
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and to the Governor of each of those States. Notice of the application was also 
published in the Federal Register on November 24, 1953 (18 F. R. 7501), stating 
that any person desiring to be heard or to make any protest with reference to 
the application should file a petition or protest on or before November 30, 1953. 
No protest or petition or request to be heard in opposition to the granting of such 
application has been received. 

The Commission finds: 

(1) Applicant is a corporation organized and existing under the laws of the 
State of Delaware. It owns and operates facilities, among others, for the 
transmission and sale at wholesale of electric energy which is transmitted be- 
tween the States of Montana, North Dakota, and South Dakota, and consumed 
outside of the State where generated, all of which facilities are in addition to 
and do not include facilities used for the generation of electric energy, facilities 
used in local distribution or only for the transmission of electric energy in 
intrastate commerce, or facilities for the transmission of electric energy con- 
sumed wholly by the transmitter, and applicant is, therefore, a public utility 
within the meaning of that term as used in section 204 of the act. 

(2) The proposed issuance of promissory notes described above will constitute 
an issuance of securities within the purview of section 204 of the act. 

(3) The proposed issuance of promissory notes described above, will be in 
excess of 5 percent of the par value of the other securities of applicant and 
therefore will not be exempt by virtue of section 204 (e) from the requirements 
of section 204 (a). 

(4) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the meaning 
of section 204 (f) of the act, and the proposed issuance is, therefore, not exempt 
by virtue of that section from the requirements of section 204 of the act. 

(5) The proposed issuance of securities as hereinafter authorized will be for a 
lawful object, within the corporate purposes of applicant and compatible with 
the public interest, which is appropriate for and consistent with the proper 
performance of service by applicant as a public utility and which will not impair 
its ability to perform that service, and is reasonably appropriate for such 
purposes. 

(6) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed issuance of short term promissory notes, in the aggregate 
principal amount of $6,000,000, upon the terms and conditions and for the pur- 
poses specified in the application, hereby is authorized subject to the provisions 
of this order. 

(B) This authorization shall expire unless the transactions herein authorized 
are consummated on or before December 31, 1953. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
which may come before this Commission or any other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed 
or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any securities to which 
this order relates. 

Commissioner Doty not participating. 
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Order amending order issuing certificate of public convenience and necessity 
Southern Natural Gas Co. 
Docket No. G—1308 


December 4, 1953 


On October 12, 1953, town of Camp Hill, Ala., an intervener, filed a petition to 
amend the order issued on May 19, 1950, issuing a certificate of public conven- 
ience and necessity in this proceeding, as amended, by orders issued January 24, 
1952, and March 18, 1953. 

By said order issued March 18, 1953, the order issuing a certificate of public 
convenience and necessity was amended to provide, inter alia, that Camp Hill 
shall have completed the necessary financing for the construction of the pro- 
posed municipal project to receive natural gas service and shall have commenced 
construction thereof on or before October 1, 1953. 

In the instant petition to amend, filed on October 12, 1953, Camp Hill states 
that the construction cost of the latest bid for the construction of the project may 
be lowered if there is a re-advertising of the bidding, that the bid of 6 percent 
for revenue bonds appears high, and that other costs may be lowered if given 
more time. 


The petition to amend has been served on all parties and no objection thereto 
has been received. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate to carry out the 
provisions of the Natural Gas Act to amend, as hereinafter ordered, the order of 
the Commission issued May 18, 1950, issuing a certificate of public convenience 


and necessity in this proceeding. 

The Commission orders: 

(A) The order of the Commission issued May 19, 1950, issuing a certificate of 
public convenience and necessity in this proceeding, as heretofore amended, be 
further amended, so that as a condition to the exercise of the authorization to 
serve the community of Camp Hill, Ala., said municipality shall, on or before 
April 1, 1954, have completed the necessary financing for the whole of the 
municipality’s project, and shall have commenced construction thereof on or 
before April 1, 1954. 

(B) In all other respects the conditions respecting the issuance of and the 
exercise of the rights granted by said certificate of public convenience and 
necessity, shall remain in full force and effect. 

Commissioner Doty not participating. 


Findings and order issuing a certificate of public convenience and necessity 
The Ohio Fuel Gas Co. 
Docket No. G—2236 
December 4, 1956 


The Ohio Fuel Gas Co. (applicant), on September 1, 1953, filed with the Com- 
mission an application for a certificate of public convenience and necessity pur- 
suant to section 7 of the Natural Gas Act, authorizing the construction and op- 
eration of approximately 5%4 miles of 54-inch natural-gas transmission pipeline 
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in Richland County, Ohio, to extend from a proposed new point of connection with 
applicant’s line L-400 to the village of Bellville, Ohio, replacing approximately 
26,100 feet of existing 4-inch pipeline in another location which presently serves 
Bellville. Applicant also requests an order pursuant to section 7(b) of the 
Natural Gas Act authorizing and approving the abandonment of the pipeline to 
be replaced. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
November 30, 1953, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The facilities which applicant proposes to construct and operate constitute a 
new supply lateral to the village of Bellville, an existing retail market of appli- 
eant. The proposed new lateral will be designated as applicant’s line L-2501. 
The existing lines serving Bellville are designated lines L-711 and L-712, which 
were originally constructed in 1906 as part of a field gathering system. 

The record shows that due to deterioration of the existing facilities, allowable 
pressures on existing lines L-711 and L-712 are limited to 70 to 75 pounds per 
square inch absolute. Applicant’s estimated peak-day requirement for Bell- 
ville during the 1953-1954 winter period is estimated at 790 Mc. f. The record 
shows that in order to provide for delivery of 790 M ec. f. at Bellville at 50 pounds 
per square inch absolute, the input pressure required on existing Line L-711 
would be approximately 100 pounds per square inch absolute, which would 
exceed the allowable safe operating pressure. Applicant proposes to install the 
new facilities, which are calculated to provide a maximum capacity of 3,300 
M c. f. per day, to enable it to meet the estimated 1953-1954 peak-day require- 
ments of its market in the Bellville and nearby Lexington areas and to provide 
for future growth of load in the area. A portion of line L-711 will be retained 
to maintain service to Lexington. 

The estimated total capital cost of the proposed facilities is $69,000. The 
estimated cost of retiring existing lines L-711 and L-712 is $5,400, and the 
salvage value of said facilities is estimated to be $8,500. Said retirement is 
expected to result in a credit to fixed capital of $13,635. Financing for the 


proposed construction has been provided for by applicant’s parent, The Columbia 
Gas System, Inc. 


The Commission finds: 

(1) Applicant, an Ohio corporation having its principal place of business at 
Columbus, Ohio, owns and operates, among other facilities, a natural-gas trans- 
mission pipeline system located in the State of Ohio, transporting natural gas in 
interstate commerce, and by such operations applicant is engaged in the trans- 
portation and sale of natural gas in interstate commerce, for resale for ultimate 
public consumption, subject to the jurisdiction of the Commission, and is, there- 
fore, a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order of August 21, 1945 in docket No. 
G-371, 4 F. P. C. 1033. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as an integral part of applicant’s existing pipeline facilities, 
and the construction and operation thereof by applicant are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) The replacement of existing facilities as proposed by applicant will not re- 
sult in a reduction or abandonment éf service and such replacement by the con- 
struction of the proposed facilities upon a new right-of-way, without interruption 
or abandonment of service, does not constitute abandonment of facilities or serv- 
ice within the meaning of section 7 (b) of the Natural Gas Act. 
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(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules and regulations of the Commission thereunder. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 C. F. R. 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(6) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv), and 
(5) of section 157.20 of the Commission’s rules and regulations, including the 
rules of practice and procedure (18 C. F. R. 157.20) should attach to the issuance 
of the certificate referred to in paragraph (6), above, and to the exercise of the 
rights granted thereunder, and that the time within which construction of facili- 
ties authorized by this order shall be completed and said facilities placed in 
actual operation should be fixed at 4 months from the date on which this order 
issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceeding, 
for the transportation of natural gas as therein set forth, upon the terms and 
conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a respon- 
sible official of applicant, and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) of section 157.20 
of the Commission’s rules and regulations, including the rules of practice and 
procedure, shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (2) of section 
157.20 of the Commission’s rules of practice and procedure, is hereby fixed at 
4 months from the date on which this order issues. 

(D) Applicant’s application to abandon the facilities which it proposes to 
replace, all as more fully set forth in its application herein, be and the same 
hereby is dismissed. 

Commissioner Doty not participating. 


Order permitting withdrawal of complaint and allowing tariff sheets to take effect 
City of Palo Alto v. Pacific Gas and Electric Co. and Pacific Gas and Electric Co. 
Docket Nos. G-2250 and G—2102 


December 4, 1953 


On September 21, 1953, Pacific Gas and Electric Co. (PG&E) tendered for 
filing original sheets Nos. 5A, 5B, 114A, 11B, and 11C to its F. P. C. gas tariff, 
original volume No. 1, all bearing an issue date of September 17, 1953. These 
tariff sheets, which provided a new rate schedule F-2 and an unexecuted service 
agreement for the sale of natural gas to the city of Palo Alto, were tendered in 
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compliance with paragraph (F) of the Commission’s order issued June 29, 1953, 

in docket No. G-2102. Paragraph (F) provides: 
Pacific Gas and Electric Co. shall, within 30 days from the date of this 
order, file tariffs and service agreements naming rates and charges for the 
sale of natural gas transported in interstate commerce for resale to Palo 
Alto, Calif. and Coast Counties Gas & Electric Co. 

Previously, on August 24, 1953, PG&E had tendered original sheets Nos. 5A, 
5B, 11A, 11B, and 11C, first revised sheet No. 11, second revised sheet No. 9, 
and third revised sheet No. 10 to its F. P. C. gas tariff, original volume No. 1, 
all bearing an issue date of August 21, 1953. Such sheets also were tendered 
in purported compliance with paragraph (F) of the Commission’s order of June 
29, 1953, in docket No. G-2102. It appeared, however, after conference with 
the Commission’s staff, that the August 24 tender was unsatisfactory in that it 
contained an increase in rates above those being charged prior to the date of the 
certificate order. Therefore, PG&E withdrew original sheets Nos. 5A, 5B, 114, 
11B, 11C, bearing the issue date of August 21, 1953, and substituted the afore- 
mentioned original sheets Nos. 5A, 5B, 11A, 11B, and 11C, bearing the issue date 
of September 17, 1953. 

The tariff sheets tendered on September 21, 1953 provide the same rate for 
sale of natural gas to Palo Alto which PG&E charged Palo Alto prior to the 
issuance of the certificate on June 29, 1953, in docket No. G-2102. It is esti- 
mated that for the twelve months ending August 31, 1954, PG&E’s charges to 
Palo Alto under this rate will amount to approximately $575,000 for the sale of 
1,721,000 M. c. f. of natural gas. PG&E proposes August 22, 1953 as the effective 
date for this filing. 

On September 21, 1953, Palo Alto had filed a formal complaint in docket No. 
G—2250 protesting the increased rates included in the filing tendered by PG&E 
on August 24,1953. However,.in light of PG&E’s withdrawal, Palo Alto requested, 
on October 5, 1953, that it be permitted to withdraw its formal complaint in 
docket No. G-2250. At the same time Palo Alto submitted objections to the new 
unexecuted service agreement. 

Palo Alto objects to the unexecuted service agreement as tendered for filing 
because it would require Palo Alto to operate its peak-shaving plant during winter 
months upon the request of PG&E, provided, however, that Palo Alto would not be 
required to produce more than 20,000 M. c. f. of propane air gas during any year 
nor to operate its peak-shaving plant until after PG&E has curtailed interruptible 
service in the San Francisco and San Jose areas. Palo Alto further objects to 
the unexecuted service agreement tendered by PG&E because it provides that Palo 
Alto may not add customers using in excess of 25 M. c. f. of gas per day or increase 
deliveries to such customers without receiving approval from PG&E. 

PG&E represents however, that the rate schedule and unexecuted service agree- 
ment tendered for filing on September 21, 1953 reflects the rate and terms of serv- 
ice between PG&E and Palo Alto in effect at the time of the certificate order and 
it does not appear that this is controverted by Palo Alto. 

Under the foregoing circumstances, it appears that PG&E has complied with 


the requirements of paragraph (F) of the Commission’s order of June 29, 1953 in 
docket No. G—2102. 


The Commission finds: 

(1) It is in the public interest and good cause exists to permit Palo Alto 
to withdraw its complaint filed in docket No. G-2250. 

(2) Good cause has been shown to allow PG&E’s original sheets Nos. 5A, 5B, 
11A, 11B, and 11C, first revised sheet No. 11, second revised sheet No. 9, and 


third revised sheet No. 10 to its F. P. C. gas tariff, original volume No. 1, to take 
effect as of August 22, 1953. 
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The Commission orders: 

(A) The complaint of the city of Palo Alto filed with the Commission on Sep- 
tember 21, 1953 in docket No. G-2250 is permitted to be withdrawn. 

(B) The aforesaid tariff sheets filed by PG&E on September 21, 1953 are allowed 
to take effect as of August 22, 1953 in accordance with the terms of paragraph (F) 
of the Commission’s order issued June 29, 1953 in docket No. G—2102. 

(C) Nothing contained in this order shall be construed as a waiver of the re- 
quirements of section 7 of the Natural Gas Act; nor shall it be construed as 
constituting approval by this Commission of the service agreement nor of any 
service, rate, charge, classification, or any rule, regulation or practice affecting 
such service or rate; nor shall this order be deemed as recognition of any claimed 
contractual right or obligation affecting or relating to such service or rate. 

(D) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by this Commission in any proceeding now pending, 
or hereafter instituted, by or against PG&E. 

Commissioner Doty not participating. 


Findinos and order permitting and approving abandonment and issuing 
certificate of public convenience and necessity 


Lone Star Gas Co. 
Docket No. G—2263 


December 4, 1953 


Lone Star Gas Co. (applicant), a Texas corporation having its principal place 


of business at Dallas, Tex., filed an application on September 28, 1953, pursuant 
to section 7 of the Natural Gas Act, for a certificate of public convenience and 
necessity for authority to construct and operate 4.13 miles of natural gas trans- 
mission pipelines and for permission and approval to abandon 2.7 miles of pipeline 
as hereinafter described. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
November 25, 1953, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The record shows that applicant proposes to relocate a portion of its 10-inch 
high-pressure transmission line designated as line E, the portion of such line to 
be relocated being in the vicinity of the city of Denison, Grayson County, Tex. 
To effectuate such relocation, which applicant states is required by reason of the 
fact that part of the existing line is located in a heavily populated part of the 
city, applicant will construct 4.13 miles of 10-inch transmission line; will re- 
designate and use as tap and distribution lines a portion of its existing 10-inch 
line, and will remove and salvage a portion of such existing 10-inch line. 

The construction and abandonment of facilities proposed will not affect natural- 
gas service to consumers in the city of Denison. Estimated cost for all con- 
struction and abandonment operations is approximately $87,656, which applicant 
proposes to finance from funds on hand. 

The Commission finds: 

(1) Applicant, a Texas corporation having its principal place of business at 
Dallas, Tex., owns and operates, among other facilities, a natural-gas trans- 
mission pipeline system located in the States of Texas and Oklahoma, and by such 
operations is engaged in the transportation and sale of natural gas in interstate 
commerce for resale for ultimate public consumption, subject to the jurisdiction 
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of the Commission, and is, therefore, a “natural-gas company” within the meaning 
of the Natural Gas Act, as heretofore found by the Commission in its order of 
April 11, 1944, in docket No. G-—442, 4 F. P. C. 565. 

(2) The facilities heretofore described, which applicant proposes to redesignate 
and use as tap or distribution lines or to remove and salvage, are used in the 
transportation of natural gas in interstate commerce as integral parts of ap- 
plicant’s existing pipeline system, subject to the jurisdiction of the Commission, 
and applicant’s proposed change in use of a part of such facilities and its pro- 
posed removal and salvage of the rest will constitute abandonment subject to 
the requirements of section 7 (b) of the Natural Gas Act. 

(3) The facilities to be constructed, as hereinbefore described, are proposed 
to be used in the transportation of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, as integral parts of applicant’s existing 
pipeline system, and the construction and operation thereof by applicant are 
subject to the requirements of subsections (c) and (e) of section 7 of the Natural 
Gas Act. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 
C. F. R. 1.32 (b)) of the Commission’s rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(6) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(7) The proposed abandonment heretofore described is permitted by the public 
convenience and necessity, and an order authorizing and approving the same 
should be issued. 

(8) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and (5) 
of section 157.20 of the Commission's rules and regulations, including the rules 
of practice and procedure (18 C. F. R. 157.20) should attach to the certificate 
hereinafter issued, and to the exercise of the rights granted thereunder, and 
that the time within which construction of facilities authorized by this order 
shall be completed and such facilities shall be in actual operation should be fixed 
at 4 months from the date on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in its application in this proceeding, for 
the transportation of natural gas as therein set forth, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a respon- 
sible official of applicant, and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of section 157.20 of 
the Commission’s rules and regulations, including the rules of practice and pro- 
cedure, shall attach to the issuance of the certificate granted in paragraph (A) 
hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of section 
157.20 of the Commission’s rules of practice and procedure is hereby fixed at 4 
months from the date on which this order issues. 
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(D) Applicant be and it is hereby granted permission and approval to abandon 
and remove certain facilities and redesignate and use as tap or distribution lines 
certain other facilities, all as described in its application herein. 

Commissioner Doty not participating. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G—2266 


December 4, 1953 







































El Paso Natural Gas Co. (applicant), a Delaware corporation with its prin- 
cipal office in El Paso, Tex., on October 5, 1953, filed application with the 
Federal Power Commission for a certificate of public convenience and necessity 
pursuant to section 7 of the Natural Gas Act, authorizing the construction and 
operation of approximately 7 miles of 8%-inch pipeline in Pinal County, Ariz., 
extending from applicant’s existing Magma pipeline at a point in section 4, 
township 9 south, range 16 east, in a southwesterly direction, to a point in 
section 29, township 9 south, range 17 east, together with necessary metering 
and regulating equipment. 

The proposed facilities will enable applicant to deliver natural gas to the 
Arizona Public Service Co. for resale in the area of the San Manuel Copper 
Corp. housing project under construction near the terminus of the proposed pipe- 
line. The estimated third year delivery is 183,394 M. c. f. and 1,459 M. ce. f. on 
the peak day. 

The estimated cost of the proposed facilities is $156,093 and their financing is 
to be out of applicant’s available treasury funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
November 24, 1953, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Co., a Delaware corporation, having its principal 
place of business at El Paso, Tex., is engaged in the transportation of natural gas 
in interstate commerce and the sale in interstate commerce of natural gas for 
resale for ultimate public consumption, and therefore is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its January 11, 1944 order in docket No. G—288, 4 F. P. C. 486. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as integral parts of applicant’s existing pipe- 
line system, and the construction and operation thereof by applicant are subject 
to the requirements of subsections (c) and (e) of section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) 
(18 C. F. R. 1.82 (b)) of the Commission’s rules of practice and procedure 
having been satisfied, sufficient cause exists for the Commission forthwith to 
render its final decision in the instant proceeding. 
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(5) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and 
(5) of section 157.20 of the Commission’s rules and regulations, including the 
rules of practice and procedure (18 C. F. R. 157.20) should attach to the certifi- 
eate hereinafter issued, and to the exercise of the rights granted thereunder, 
and that the time within which construction of facilities authorized by this 
order shall be completed and in actual operation should be fixed at 4 months 
from the date on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Co. to construct and operate the 
facilities hereinbefore described, all as more fully described in the application 
in this proceeding, for the transportation and sale for resale of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of applicant and the general terms and conditions set forth in 
paragraphs (1), (2), (8) (i), (8) (iii), (8) (iv), and (5) of section 157.20 
of the Commission’s rules and regulations, including the rules of practice and 
procedure, shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of sec- 
tion 157.20 of the Commission’s rules of practice and procedure is hereby fixed 
at 4 months from the date on which this order issues. 

Commissioner Doty not participating. 


Order permitting intervention, denying relief requested, dismissing petition, 
and terminating proceedings 


Mobile Gas Service Corp. 
Docket No. G—2227 


December 7, 1953 


On June 24, 1953, United Gas Pipe Line Co. (United) filed first revised sheet 
No. 40 and second revised sheet No. 39 to its F. P. C. gas tariff, original volume 
No. 1, in docket No. G-2210. These revised sheets contained proposed increases 
in rates and charges to Mobile Gas Service Corp. (Mobile) for resale for in- 
dustrial use only to the Ideal Cement Co. (Ideal). United requested July 15, 
1953, as the effective date of the proposed increase. However, by order issued 
July 10, 1953, the Commission denied the waiver of the 30-day notice period 
provided in section 4 (d) of the Natural Gas Act, consolidated the proceeding 
with docket Nos. G—1142, G—1508, G—2019, and G—2074, and fixed July 20, 1953, 
as the date of hearing on the reasonableness of the proposed increased rates. 

On August 4, 1953, Mobile filed a petition In the Matters of United Gas Pipe 
Line Co., docket No. G-1142, et al., seeking modification of the July 10, 1953, 
order. At that date, however, Mobile was not a party to the consolidated pro- 
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ceedings, and on August 7, 1953, Mobile amended its petition for modification to 
make a separate filing in the proceeding designated as docket No. G—2227.* 

In its petition in docket No. G—2227, Mobile requested that: 

(a) The Commission amend its order of July 10, 1953, in docket No. G—1142, 
et al., to reject United's filing of its first revised sheet No. 40 and second revised 
sheet No. 39, which relate to the sale to Mobile of natural gas for resale for 
industrial use only to Ideal. 

(b) If rejection be denied, the Commission modify the order of July 10, 1953, 
to direct a hearing to be held solely concerning the lawfulness of the filing of 
United’s first revised sheet No. 40 and second revised sheet No. 39. 

(c) The Commission issue an order amending paragraph (D) of its order of 
July 10, 1953 “so that it will be clear that the order of the Commission in no 
way purports to constitute an affirmative action or approval of said revised 
sheets or the increased rate specified therein.” 

(d) The Commission issue an order directing United that any increased rates 
collected from Mobile for resale to Ideal be subject to refund after hearing and 
determination (1) that the filing of first revised sheet No. 40 and second revised 
sheet No. 39 is illegal, or (2) that such revised sheets are unjust and unreasonable. 

Mobile alleges in its petition that, on June 28, 1946, it had entered into an 
agreement with United by which United agreed to accept 80 percent of the 
proceeds of Mobile’s resales to Ideal up to 41,667 M. c. f. per billing month and 
90 percent of the proceeds of all sales in excess of 41,667 M. ec. f. per billing 
month even though Mobile’s resale price should amount to less than 16 cents 
per M. c. f. This agreement was filed with the Commission as supplement No. 
10 to supplement No. 7 to United’s rate schedule F. P. C. No. 20. On July 3, 1952, 
United filed a restatement of its F. P. ©. gas tariff, original volume No. 1, in 
which, without altering the contract provisions, United’s rate to Mobile for 
resale to Ideal was stated to be 10.7 cents per M. c. f. 

In its petition Mobile claims that, in reliance upon this agreement with United, 
it made a 10-year contract with Ideal to supply that industrial user with natural 
gas at a rate of 12 cents per M. ec. f. United has, Mobile alleges, by its filing 
on June 24, 1953, in which it proposed to increase the rate to Mobile to 14.5 
cents per M. c. f., unilaterally abrogated the United-Mobile contract. And, 
Mobile further alleges, its contract with Ideal cannot be altered. 

On September 14, 1953, United filed a petition to intervene and answer in 
docket No. G-2227. Thereafter, on September 29, 1953, Mobile filed a reply to 
United’s petition to intervene and answer. 

Turning first to Mobile’s request that United’s first revised sheet No. 40 and 
second revised sheet No. 39 be rejected, it is apparent that such relief must be 
denied. For clearly, section 4 (e) contemplates the filing of rate increases for 
sales for resale for industrial use only, otherwise the proviso prohibiting the 
suspension of such rate filings would be purposeless. And since United’s filing 
of its first revised sheet No. 40 and second revised sheet No. 39 was made in 
conformity with the requirements of section 4 of the act and part 154 of the 
Commission's regulations thereunder (18 C. F. R., part 154), it is, therefore, 
not subject to rejection. Indeed, a natural-gas company may initiate a rate 
increase only pursuant to the provisions of section 4. 

In regard to Mobile’s request that the “unreasonableness” of United’s prior 
rate to Mobile should be determined in a separate hearing on this issue alone, 
it should be noted at this juncture that United’s entire rate structure subject 


1 All relief requested by Mobile in docket No. G-2227 is relief which more appropriately 
should have been sought in the docket in which the complaint arose, docket No. G-—2210. 
This is, however, not material. 
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to the Commission’s jurisdiction is presently under investigation and a hearing 
has been commenced thereon in docket No. G—1142, et al. (the consolidated 
proceedings). No good reason appears why the issues in docket No.. G-2210 
should be separated for hearing. In fact, the contrary appears, for as the 
Commission stated in its order consolidating docket No. G-2210 with docket 
No. G-1142, et al.: 


The proposed increase in rates and charges raises issues respecting rate 
of return, rate base including working capital, cost of service, allocation, 
appropriate test year, jurisdiction, and discrimination, among others, which 
are also involved in docket Nos. G—1142, G—1508, G-2019, and G—2074. 


Further practical considerations militate against separation of one of the 
common issues involved in consolidated docket No. G—1142, et al., for hearing 
in docket No. G—2227. For United has, pursuant to Commission order of 
July 10, 1953, already presented its direct case in support of its filing in docket 
No. G—2210, including the rates to Mobile for resale to Ideal. It is obviously 
not in the public interest for the Commission to hear the issues pertaining to 
the rates involved in United’s first revised sheet No. 40 and second revised 
sheet No. 39 separately when issues common to all rates filed by United in docket 
No. G—2210 impelled the Commission to consolidate the issues in one docket and 
further to consolidate that docket with others.” 

As for Mobile’s request that paragraph (D) of the order issued July 10, 1953, 
in docket No. G—1142, et al., be amended “so that it will be clear that the order 
of the Commission in no way purports to constitute an affirmative action or 
approval of said revised sheets or the increased rate specified therein,” no 
amendment thereof is necessary. By paragraph (D) of said order the Commis- 
sion merely refused to waive the 30-day notice period provided in section 4 (d) 
of the Act. 

As clearly appears from paragraph (D) of said order and the full context 
of the order, in which the Commission found that the filed rates may be unjust, 
unreasonable, or otherwise unlawful and ordered a hearing concerning the law- 
fulness of those filed rates, no approval of the rate was involved. Also, as 
section 154.23 of the Commission’s regulations under the act (18 C. F. R. 
154.23) provides: 


The acceptance for filing of any tariff, contract or part thereof is not to be 
considered as approval by the Commission. 


Mobile also requests in its petition in docket No. G-2227 that rates collected 
by United under first revised sheet No. 40 and second revised sheet No. 39 filed 
in docket No. G-2210 be collected subject to refund. But, clearly, the power 
to require refunds under section 4 (e) of the act applies only to rates which 
are subject to suspension and which have been suspended. An interpretation 
permitting refunds of that part of the sales for resale for industrial use only 
found not to be justified would nullify the proviso against suspension of these 
rates. obviously a course of action which the Commission cannot take. 

Upon consideration of all the facts and questions of law presented by Mobile 
and United in this docket, the Commission further finds: 

(1) Participation of United in this proceeding may be in the public interest. 

(2) It is appropriate and in the public interest that Mobile’s petition in docket 
No. G—2227 be dismissed, and the proceeding terminated. 


2By paragraph (D) of its order issued July 10, 1953, in docket No. G—1142, et al., the 
Commission ordered: ‘Pending such hearing and decision thereon first revised sheets 
Nos. 32 and 40 and second revised sheets Nos. 31 and 39 be and the same are hereby 
permitted to become effective on July 25, 1953.” 
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The Commission orders: 

(A) United be and the same is hereby permitted to become an intervener in 
this proceeding, subject to the rules and regulations of the Commission : Provided, 
however, That the participation of United shall be limited to matters affecting 
asserted rights and interests specifically set forth in the petition for leave to 
intervene; and Provided, further, That the admission of United shall not be con- 
strued as recognition by the Commission that it might be aggrieved because of any 
order or orders of the Commission entered in this proceeding. 

(B) The separate requests of Mobile, more specifically set forth in its petition 
filed on August 4, 1953, as supplemented on August 7, 1953, in this proceeding 
and as summarized in the third paragraph of the narrative part of this order, 
be and they are hereby denied. 

(C) The petition of Mobile be and it is hereby dismissed and this proceeding 
be and it is hereby terminated. 

Commissioner Doty not participating. 


Order modifying order issuing a certificate of public convenience and necessity 
New York State Natural Gas Corp. 
Docket No. G—1506 
December 8, 1953 


The Commission, on January 17, 1951, issued a certificate of public convenience 
and necessity pursuant to section 7 of the Natural Gas Act, authorizing New 
York State Natural Gas Corp. (applicant) to reconstruct and enlarge certain 
regulating and measuring facilities at its Gardner connection in the town of 
Horseheads, Chemung County, N. Y., and to make delivery and sales of natural 
gas by means thereof to Crystal City Gas Co.’ for resale to the New York Electric 
& Gas Corp. for distribution in the city of Elmira, N. Y. The service agreement 
covering the service authorized by said order, provided for maximum daily de- 
liveries to Crystal City Gas Co. during the four winter months of December, 
January, February, and March of 3,150 M. c. f. in 1953, increasing to 3,600 M. c. f. 
in 1956, with provision for election by Crystal City Gas Co. to elect to receive up 
to 130 percent of the daily volumes during the winter months. 

On October 15, 1953, applicant filed a petition requesting that the Commission’s 
order issued on January 17, 1951, be modified to authorize the sale of an addi- 
tional volume of 2,000 M. c. f. per day to Corning Natural Gas Corp. during the 
winter months of December 1953 and January, February, and March 1954 only. 
Applicant has entered into a letter agreement with Corning Natural Gas Corp. 
dated October 14, 1953, in which it has agreed to execute a new service agreement 
providing for the increased deliveries after obtaining the approval of the Com- 
mission for such service. Applicant has requested that said service agreement 
be accepted for filing, to become effective on December 1, 1953. 

Applicant states that the proposed modification of its certificate may be neces- 
sary to permit Corning Natural Gas Corp., to meet the estimated peak-day re- 


210On June 24, 1953, the name of Crystal City Gas Co. was changed to Corning Natural 
Gas Corp. by an amendment to the certificate of incorporation of Crystal City Gas Co., 
approved on June 16, 1953, by the New York State Public Service Commission and filed 
with the Secretary of the State of New York. On September 10, 1953, Corning Natural 
Gas Corp. filed with this Commission a notice of succession in ownership or operation, 
giving notice of such change. 
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quirements of its resale customer, New York State Electric & Gas Corp., during 
the 1953-1954 winter period. 

Notice of the petition for modification has been given, including publication in 
the Federal Register on November 14, 1953 (18 F. R. 7259). No protest to the 
petition has been received. 

The Commission finds: 

(1) It is appropriate in the circumstances and in the public interest that said 
order issuing a certificate of public convenience and necessity issued on January 
17, 1951, be modified to permit the delivery and sale of additional volumes of 
natural gas by applicant to Corning Natural Gas Corp. as requested in the peti- 
tion for modification filed on October 15, 1953. 

(2) It is appropriate for carrying out the provisions of the Natural Gas Act 
and required by the Commission’s rules and regulations that applicant be re- 
quired to file with the Commission an executed service agreement covering the 
proposed new service to Corning Naturai Gas Corp. 

The Commission orders: 

(A) The aforesaid order issued on January 17, 1951, be and the same hereby 
is modified to authorize applicant to make delivery and sales of natural gas to 
Corning Natural Gas Corp. during the winter months of December 1953, and 
January, February, and March 1954 only, of up to 2,000 M. c. f. per day in 
addition to the volumes heretofore authorized to be delivered and sold by ap- 
plicant to Crystal City Gas Co. in said order. 

(B) Within 30 days from the date of issuance of this order, applicant shall file 
with the Commission an executed service agreement with Corning Natural Gas 
Corp. in the form and manner prescribed by the Commission’s rules and regula- 
tions covering the service authorized by this order. 

Commissioner Doty not participating. 


Order terminating proceedings 


Delaware Power & Light Co., The Eastern Shore Public Service Co. of Maryland, 
and Eastern Shore Public Service Co. of Virginia 


Docket No. E-6499 


December 14, 1953 





By order issued May 14, 1953, in the above-entitled matter, the Commission 
suspended until October 16, 1953, proposed supplemental rate schedules increasing 
the rates and charges under the present pooling agreement among Delaware 
Power & Light Co. (Delaware Co.) and its subsidiaries, The Eastern Shore Public 
Service Co. of Maryland (Maryland Co.) and Eastern Shore Public Service Co. 
of Virginia (Virginia Co). Such supplemental rate schedules were designated 
supplement No. 1 to Delaware Co.’s rate schedule F. P. C. No. 17, supplement No. 
1 to Maryland Co.’s rate schedule F. P. C. No. 2, and supplement No. 1 to Virginia 
Co.’s rate schedule F. P. C. No. 2. 

By order of October 16, 1953, the Commission set a hearing in this proceeding 
on November 23, 1953, subsequently postponed by notices from the Secretary 
to December 17, 1953, and provided that the three companies should submit to 
the Commission a cost of service study and rates, computed in accordance with 
the net investment standard for power pooling pursuant to the method of operation 
now in use. Pursuant to the order the three companies filed a cost of service 
study showing the net investment in their respective properties and other data 
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from which rates computed in accordance with the net investment standard 
could be determined. 

Upon consideration of the above information filed by the companies and on the 
basis of an independent staff study it appears that the supplemental rate schedules 
filed by the three companies will result in charges of net dollar amounts between 
members of the pool which, so far as can now be determined, will not be unreason- 
able for the next few years. Therefore the Commission deems it to be in the 
public interest to postpone consideration of this formula and to terminate this 
proceeding. Our action here, however, must not be taken as a precedent in other 
cases but rather as dictated by practical necessities. The present termination 
of this proceeding does not prevent our instituting at any time in the future an 
investigation of these rates either upon complaint or upon our own initiative and 
requiring the use of a rate formula more in accord with Commission precedents. 
In view of the fact that the formula here employed is not in accord with Com- 
mission precedents, the operation of these schedules will be kept under surveil- 
lance and the charges made thereunder will be scrutinized from time to time in 
order that action may be taken when and as appear appropriate. 

The Commission finds: 

It is appropriate to carry out the provisions of the Federal Power Act, and, in 
the public interest, to terminate the proceedings in the above-entitled matter. 

The Commission orders: 

(A) The proceedings in docket No. E-6499 and the requirements of the Com- 
mission’s order issued October 16, 1953, be and they are hereby terminated. 

(B) Nothing contained in this order shall be considered as constituting ap- 
proval by this Commission of any service, rate, charge, classification, or any 
rule, regulation, contract, or practice affecting such service or rate provided for 
in the supplemental rate schedules, as above designated, nor shall this order be 
deemed as recognition of any claimed contractual right or obligation affecting 
or relating to such service or rate. 

(C) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by this Commission in any proceeding now pending, or 
hereafter instituted, by or against Delaware Co., Maryland Co., or Virginia Co. 


Order determining proposed increased rates and charges to be just and 
reasonable and terminating proceeding 


Natural Gas Pipeline Co. of America 
Docket No. G—2083 


December 14, 1953 


This is a rate proceeding arising from a rate increase application filed by 
Natural Gas Pipeline Co. of America (Natural), a Delaware corporation with its 
principal place of business at Chicago, Ill., and a wholly-owned subsidiary of The 
Peoples Gas Light & Coke Co. (Peoples). On September 18, 1953, the presiding ex- 
aminer certified to the Commission the record herein, Natural having moved orally 
upon the record on September 15, 1953, for the waiver of the intermediate decision 
procedure pursuant to section 1.30 (c) of the Commission’s rules of practice 
and procedure (18 C. F. R. 1.30 (c)). All interveners concurred in said motion 
and counsel for the staff of the Commission interposed no objection thereto. 

On October 1, 1952, Natural filed with the Commission proposed first revised 
sheets Nos. 5, 6, and 7 to its F. P. C. gas tariff, first revised volume No. 1, which 
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were proposed to become effective on November 1, 1952. By this filing Natural 
proposed to increase the effective rates and charges to 16 of its 17 interstate 
wholesale customers by approximately $3,511,489, based on estimated sales for 
the year ending October 31, 1953, or an increase of approximately 13 percent. 
In brief, Natural proposed to increase the demand and commodity components of 
the first block of its rate schedule CD-1 from $1.35 to $1.40 per M c. f. per month, 
and from 6.67 cents to 8.37 cents per M ec. f., respectively. No change was pro- 
posed in the demand and commodity components for the second block of its rate 
schedule CD-1, which are $2.50 per M ec. f. per month and 16 cents per M e. f., 
respectively. Thus, Interstate Power Co., which purchases gas only under the 
block 2 rate, was not affected by the proposed increase. 

On October 31, 1952, pending a hearing and decision upon the lawfulness of the 
rates proposed by Natural, the Commission suspended the proposed tariff sheets 
and deferred their use until April 1, 1953, and until such further time as such 
proposed revised sheets might be made effective in the manner prescribed by the 
Natural Gas Act. By order issued April 17, 1953, the suspended tariff sheets 
were permitted to become effective as of April 1, 1953, under bond and subject 
to refund, with interest, of the portion of the increased rates or charges which 
the Commission might find not to be justified. 

The Wisconsin Public Service Commission filed a notice of intervention herein. 
City of Chicago, Ill., Central Illinois Electric & Gas Co., Peoples, Northern 
Indiana Public Service Co., and Commonwealth Edison Co. (Public Service Co. 
division) were permitted to intervene. 

Pursuant to Commission order, a public hearing was held on August 31, and 
September 15, 1953. Evidence, both oral and documentary, was offered by 
Natural and the staff. Thereafter, proposed findings and conclusions were sub- 
mitted by Natural, city of Chicago, and the staff. 

Natural owns and operates a natural-gas transmission pipeline system located 
in the States of Oklahoma, Kansas, Nebraska, Iowa, and Illinois, and is engaged 
in the transportation and in the sale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission. By such operations Natural is a 
“natural-gas company” within the meaning of the act, as has heretofore been 
found by the Commission in its order of October 13, 1942, In the Matter of 
Natural Gas Pipeline Co. of America, docket No. G—235, 3 F. P. C. 830. 

By its filing herein, Natural proposed to continue the form of rate first con- 
tained in its F. P. C. gas tariff, first revised volume No. 1, the justness and 
reasonableness of which was then at issue in the proceeding, Jn the Matter of 
Natural Gas Pipeline Co. of America, docket No. G-1697. Thus, the instant 
filing raised the same questions which were at issue there: 

1. Has Natural sustained the burden of proof imposed upon it by section 4 (e) 
of the act to show that the increased rates or charges contained in the suspended 
tariff sheets are just and reasonable? 

2. Is the form of rate proposed by Natural just and reasonable? 

Substantial portions of the record at docket No. G-1697 were incorporated by 
reference in this proceeding. 

In an initial decision filed August 18, 1953, at docket No. G—1697, 12 F. P. C. 708. 
the presiding examiner ruled that the form of rate proposed by Natural as set 
forth in its F. P. C. gas tariff, first revised volume No. 1, was just and reasonable. 
By order issued concurrently herewith, we affirmed this ruling of the examiner 
and adopted his decision as our own with minor modifications. Accordingly, 
the sole question before us is the justness and reasonableness of the level of rates 
proposed. 

First of all, we note that there was no dispute as to the rate base, including 
accrued depreciation and working capital, upon which the rates of Natural 















ORDERS 1429 





should be fixed. Nor was there any dispute as to the amounts for annual operat- 
ing expenses included in the cost of service. The parties agreed that the calendar 
year 1952, adjusted, is the proper period by which to test Natural’s rates for the 
future. However, Natural contends that a fair, just and reasonable rate of 
return for it is not less than 6% percent. On the other hand, the Staff urges 
that an annual rate of return of 5% percent is fair, reasonable, and compensatory. 

The evidence shows Natural’s average rate base for the test period to be 
$73,396,549, comprising the average original cost of $127,523,111, less average 
depreciation and depletion reserves of $55,257,022, and less another adjustment 
totalling $66,633, plus an average of gas plant held for future use (leaseholds) 
of $108,170 together with an allowance for working capital of $1,088,923. The 
latter allowance gives effect to a credit to working capital amounting to 75 per- 
cent of the Federal income tax accruals. The evidence further shows Natural’s 
cost of service for the test period, allowing a 6 percent return upon the foregoing 
rate base, to be $30,450,672, including a return of $4,403,793. 

Natural’s proposed rates will produce total 1952 gas sales revenues, adjusted, 
of $30,387,785—of which amount $30,077,523 are attributable to rate schedule 
CD-1 sales—as compared with a cost of service (including a rate of return of 6 
percent) of $30,450,672. 

Both Natural and the staff rely solely on evidence adduced at docket No. G—1697 
in support of their contentions in this proceeding upon rate of return. In his 
decision at docket No. G—1697, the examiner held that a rate of return of 5.99 
percent for Natural is not in excess of a fair and reasonable rate of return. 
It is to be recalled that there the rates proposed by Natural resulted in a rate 
of return of approximately 5.99 percent on an average rate base of $74,086,243. 
By our order issued concurrently herewith, we affirmed the examiner’s ruling on 
rate of return. There is no reason to depart from our holding here. The rates 
proposed herein by Natural will result in a return of approximately 6 percent 
(actually about 5.96 percent) and we find that such an annual rate of return 
is a fair, reasonable, and compensatory rate of return for Natural. Such a rate 
of return we find, will provide for the capital costs of Natural and for a return 
to Peoples, the equity owner, “commensurate with returns on investments in 
other enterprises having corresponding risks.” Federal Power Commission v. 
Hope Natural Gas Co., 320 U. S. 591, 603. In addition, we find that such return 
is sufficient to assure confidence in the financial soundness of Natural and to 
maintain its credit and enable it to attract the capital necessary for the proper 
discharge of its public duties as a natural-gas company. 

Upon a careful and full examination of the entire record herein, we find that 
the proposed increased rates and charges are just and reasonable. 

During the hearing Natural stated that in the event it finally prevails in its 
suit now pending in the District Court of Travis County, Tex., wherein it is 
contesting the validity of the Texas gas gatherers tax, which tax it is paying 
under protest, it will refund to its utility customers, on a basis to be approved 
by the Commission, sums recovered thereunder. We shall designate this state- 
ment as commitment No. A. In addition, Natural stated that should it be 
successful in its appeal of the order of the Oklahoma State Corporation Commis- 
sion eutered on July 29, 1952, in cause CD-3628, under which Natural has, under 
protest, paid to Panoma Corp. (Panoma) 9.8262 cents per M. c. f. for all residue 
gas purchased from Panoma subsequent to August 1, 1952, under its contract with 
Panoma dated December 1, 1946, and shall thereafter by virtue of a final decree 
in the aforesaid litigation or appropriate proceeding instituted against Panoma 
recover any sum or sums of moneys so paid to Panoma under protest, it will 
refund to its utility customers, on a basis to be approved by the Commission, the 
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sum or sums so recovered. We shall designate this statement as commitment 
No. B. Further, Natural stated that in the event in filing its Federal income tax 
for the year 1953, it should claim and be allowed depreciation on the adjusted 
income tax basis for its main transmission plant at a rate in excess of 3% percent 
per annum, it will refund to its utility customers, on a basis to be approved by the 
Commission, any income tax saving that may accrue to it as a result of claiming 
and being allowed any such depreciation rate in excess of 3% percent per annum 
on its main transmission plant. We shall designate this statement as commitment 
No. C. 

The Commission further finds: 

(1) Natural has sustained the burden of proof, as imposed upon it by section 
4 (e) of the Natural Gas Act, to show that the increased rates and charges 
contained in first revised sheets Nos. 5, 6, and 7 to its F. P. C. gas tariff, first 
revised volume No. 1, which have been effective under bond since April 1, 1953, 
are just and reasonable. 

(2) The rates, charges, and classifications, subject to the jurisdiction of the 
Commission, set forth in Natural’s said first revised sheets Nos. 5, 6, and 7 to 
its F. P. C. gas tariff, first revised volume No. 1, which have been effective under 
bond since April 1, 1953, are just and reasonable; and such rates, charges, and 
classifications will not make or grant any undue preference or advantage to any 
person or subject any person to any undue prejudice or disadvantage, and will 
not result in the establishment or maintenance of any unreasonable difference in 
rates, charges, service, facilities, or in any other respect, either as between 
localities or as between classes of service. 

(3) It is appropriate, therefore, that Natural retain all moneys collected 
under the rates and charges in effect under bond since April 1, 1953, subject to 
and conditioned upon Natural discharging fully in a manner satisfactory to the 
Commission, its liability under commitments Nos. A, B, and C, described above, 
whenever, and if, the events or contingencies mentioned therein, occur; and the 
proceeding should be terminated. 

The Commission orders: 

(A) Natural be and it is hereby released from all obligation to make any 
refunds of the amounts collected since April 1, 1953, pursuant to the rates and 
charges set forth in first revised sheets Nos. 5, 6, and 7 to its F. P. C. gas tariff, 


first revised volume No. 1, and the bond under which such amounts have been 
collected is hereby discharged. 

(B) Natural shall report to the Commission, immediately upon the occurrence 
thereof, the final results of all the litigation referred to in said commitments 
Nos. A and B, or arising therefrom, and shall report whether, in filing its 
Federal income tax return for the year 1953, it claimed or was allowed deprecia- 
tion on the adjusted income tax basis for its main transmission plant at a rate 
in excess of 314 percent. In case the events set forth in said commitments Nos. 
A, B, and C, or any one of them, occur, Natural shall submit to the Commission 
for its approval five copies of a plan in writing, setting forth a detailed statement 
of the amount of each proposed refund pursuant to said commitments; to whom 
the refund is proposed to be made and method of computation thereof; and a 
showing, in the event the proposed recipient is a utility customer, that such 
utility customer is entitled to receive and retain the proposed refund, together 
with a full explanation and justification for any deduction for taxes, or other 
wise, therefrom. 

(C) This proceeding be and it is hereby terminated subject to the terms and 
conditions of this order. 
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(D) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by the Commission in any proceeding now 
pending, or hereafter instituted, by or against Natural. 


Findings and order issuing certificate of public convenience and necessity 
Texas Gas Transmission Corp. 
Docket No. G—2241 


December 14, 1953 





Texas Gas Transmission Corp. (applicant), a Delaware corporation having 
its principal place of business at Owensboro, Ky., filed, on September 4, 1953, 
an application for a certificate of public convenience and necessity pursuant to 
section 7 of the Natural Gas Act, authorizing the construction and operation of 
a sales meter run for the purpose of the delivery and sale of natural gas to 
Mississippi Valley Gas Co. (Mississippi Valley), an existing customer, for re- 
sale to Mississippi Power & Light Co. (Mississippi Power) for use in the 
latter’s Delta steam-electric generating plant (Delta plant). 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
November 30, 1953, respecting the matters involved and the issues presented 
by the application. No protest to the granting of the application has been 
received. 

The record shows that in docket No. G—2067, In the Matter of Texas Gas 
Transmission Corp., examiner's decision issued April 1, 1953, effective May 1, 
1953, as the final decision and order of the Commission, applicant herein was 
granted authority to construct and operate a sales meter station near Merigold, 
Miss., to enable it to sell gas on an interruptible basis directly to Mississippi 
Power for use in the Delta plant. At the time of the proceedings in docket No. 
G—2067, construction and operation of the sales meter run for the sale to 
Mississippi Valley as herein proposed was planned by applicant, but was not 
included as part of the application in said docket No. G—2067. 

The record further shows that the delivery and sale to Mississippi Valley 
proposed herein will occur during the latter’s off-peak periods, and the annual 
volume of such deliveries is estimated at 5,267,000 M. c. f. In addition, the 
record shows that the proposed facilities would be constructed and operated as 
an integral part of the facilities authorized in docket No. G—2067. Applicant 
estimates the cost of facilities at $9,191, and proposes to accomplish the financ- 
ing out of cash on hand. 

Temporary authorization for the construction and operation of the facilities 
involved in this proceeding was granted on October 6, 1953. 

The Commission finds: 

(1) Applicant, a Delaware corporation with its principal place of business 
at Owensboro, Ky., is engaged in the transportation of natural gas in interstate 
commerce and the sale in interstate commerce of natural gas for resale for 
ultimate public consumption, and is, therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order of March 30, 1949, in docket No. G—859, 8 F. P. C. 190. 

(2) The transportation and sale hereinbefore described, and as more fully 
described in the application herein, will constitute transportation and sale of 
natural gas in interstate commerce, subject to the jurisdiction of the Com- 
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mission, and such transportation and sale by applicant is subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant, having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 
Cc. F. R. 1.382 (b)) of the Commission’s rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (8) (i), (8) (iii), (8) (iv), 
and (5) of section 157.20 of the Commission's rules of practice and procedure 
(18 C. F. R. 157.20) should attach to the certificate hereinafter issued, and to 
the exercise of the rights granted thereunder, and that the time within which 
construction of the facilities authorized by this order shall be completed and in 
actual operation, should be fixed at 1 month from the date on which this 
order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in the application in this proceeding and 
the exhibits appended thereto, for the transportation and sale of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of applicant and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (3) (iii), and (3) (iv), and (5) of section 157.20 
of the Commission’s rules of practice and procedure shall attach to the issuance of 
the certificate granted paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 

(C) The time within which the facilities hereby authorized shall be constructed 
and placed in actual operation as provided by paragraph (2) of section 157.20 of 
the Commission’s rules of practice and procedure is hereby fixed at 1 month 
from the date on which this order issues. 


Findings and order issuing certificate of public convenience and necessity 
Algonquin Gas Transmission Co. 
Docket No. G—2293 
December 14, 1953 


Algonquin Gas Transmission Co. (applicant), a Delaware corporation, with 
its principal place of business in Boston, Mass., on October 26, 1953, filed an 
application for a certificate of public convenience and necessity pursuant to 
section 7 of the Natural Gas Act, authorizing the construction and operation of 
40 feet of 23¢-inch pipeline connecting its 8-inch Fall River lateral line with a 
proposed metering station at Tiverton, R. I., together with regulating and measur- 
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ing facilities, for the transportation and sale of natural gas subject to the juris- 
diction of the Commission, as described in the application on file with the Com- 
mission, and open to public inspection. 

The facilities herein involved will enable applicant to sell and deliver natural 
gas to the Tiverton Gas Co. at a maximum rate of 50 M. c. f. per day. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 3, 1953, respecting matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) Algonquin Gas Transmission Co., a Delaware corporation, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission Jn the Matter of Algonquin Gas Transmission Co., opinion 
No. 206 at docket No. G-1319. 

(2) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(3) The facilities hereinbefore described are proposed to be used in trans- 
portation and sale of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, as integral parts of applicant’s existing pipeline 
system, and the construction and operation thereof by applicant are subject to 
the requirements of subsections (c) ard (e) of section 7 of the Natural Gas Act. 

(4) The public convenience and necessity require the attachment to the exer- 
cise of the rights granted under the certificate issued the terms and conditions 
hereinafter ordered, which are reasonable and necessary. 

(5) The proposed construction and operation of the facilities by applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(6) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of section 1.32 (b) (18 C. F. R. 
1.32 (b)) of the Commission’s rules and regulations, including rules of practice 
and procedure having been satisfied, sufficient cause exists for the Commission 
forthwith to render its final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Algonquin Gas Transmission Co. authorizing it to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application in this proceeding, for the transportation and sale of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a respon- 
sible official of applicant and the general terms and conditions set forth in para- 
graphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) of section 157.20 of the Com- 
mission’s rules and regulations including rules of practice and procedure shall 
attach to the issuance of the certificate granted in paragraph (A) hereof, and to 
the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be constructed 
and placed in actual operation as provided by paragraph (2) of section 157.20 of 
the Commission’s rules of practice and procedure is hereby fixed at 60 days from 
the date on which this order issues. 

(D) Deliveries by Algonquin to Tiverton Gas Co. shall not exceed 50 M. ec. f. 
per day. 

(E) Algonquin shall charge Tiverton Gas Co. initially under its filed F-1 rate 
schedule for the service authorized herein. 
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Order authorizing merger or consolidation of facilities 
Lake Superior District Power Co. 
Docket No. E-6530 


December 17, 1953 


Lake Superior District Power Co. (Superior), incorporated under the laws 
of the State of Wisconsin, qualified to do business as a foreign corporation in 
the State of Michigan, having its principal place of business in Ashland, Wis., 
filed an application on October 29, 1953, for an order, pursuant to section 203 of 
the Federal Power Act, authorizing it to merge or consolidate its facilities 
with all of those of its wholly-owned subsidiary Northern Wisconsin Power 
Company (Northern). 

The facilities proposed to be merged or consolidated by Superior consist of 
generation, transmission and distribution properties which are presently used 
by Northern to furnish electric service to the public in a portion of Bayfield 
County, Wis. The area served is contiguous to the territory now served by 
Superior. 

Superior states that as the owner of all Northern’s outstanding capital stock 
consisting of 2610 shares of no par value common stock (stated value $100 per 
share), it proposes to effect a merger or consolidation of Northern’s facilities 
and dissolution of Northern as a corporate entity with Superior continuing 
as the surviving corporation by appropriate action taken in accordance with the 
laws of the State of Wisconsin. Superior will acquire all facilities, rights and 
franchises and be subject to all duties, liabilities and obligations of Northern. 

Superior is currently supplying about one half of Northern’s energy require- 
ments through a transmission system interconnection between the two com- 
panies at Bayfield, Wis. Upon consummation of the proposed merger, Superior 
States that this interconnection will be strengthened. 

The application states that the properties of Northern proposed to be merged 
or consolidated are entered in the accounts of that company at the original 
cost thereto. 

The application sets forth, among other things, that the proposed merger or 
consolidation will be in the public interest because (1) the substitution of 
Superior’s lower retail rates for those now charged by Northern will result in an 
immediate net rate reduction of approximately $7550 to customers presently 
served by Northern, (2) the larger service and maintenance facilities of Superior 
will be available to render improved service to the area concerned, (3) Superior 
because of its greater size and better credit rating will be better able to meet 
the area’s future facility requirements, and (4) corporate duplication will 
be eliminated. 

Superior states that it is exempt by virtue of section 3 (c) of the Public Utility 
Holding Company Act of 1935 from the provisions of that act which would 
otherwise be applicable to it because of its ownership of all Northern’s outstand- 
ing capital stock. 

Written notice of the application has been given to the Public Service Com- 
missions of Wisconsin and Michigan and to the Governors of each of these 
States. Notice was also published in the Federal Register on November 6, 1953 
(18 F. R. 7016-7017), stating that any person desiring to be heard or to make any 
protest with reference to the application should file a petition or protest on or 


1 Incorporated under the laws of Wisconsin. 
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vefore November 20, 1953. No protest or petition or request to be heard in oppo- 
sition to the granting of such application has been received. 

By order dated October 16, 1953, the Public Service Commission of Wisconsin 
approved the proposed merger or consolidation. 

The Commission finds: 

(1) Superior is a corporation organized and existing under the laws of the 
State of Wisconsin. It owns and operates facilities, among others, for the 
transmission and sale at wholesale of electric energy which is transmitted be- 
tween the States of Wisconsin and Michigan and consumed at points outside of 
the State in which generated, all of which facilities are in addition to and do 
not include facilities used for the generation of electric energy, facilities used 
in local distribution or only for the transmission of electric energy in intrastate 
commerce, or facilities for the transmission of electric energy consumed wholly 
by the transmitter and Superior is, therefore, a public utility within the meaning 
of that term as used in section 203 of the Federal Power Act. 

(2) By the proposed transaction Superior will merge or consolidate its facilities 
subject to the jurisdiction of the Commission with those of Northern, another per- 
son Within the meaning and subject to the requirements of section 203 of the act. 

(3) The proposed merger or consolidation of facilities by Superior will be 
consistent with the public interest as expressed in the act. 

(4) The proposed merger or consolidation of facilities by Superior is exempt 
from the requirements of Securities and Exchange Commission approval under 
the Public Utility Holding Company Act of 1935 and is therefore not exempt from 
the requirements of section 203 of the Federal Power Act by virtue of section 318 
thereof. 

(5) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed merger or consolidation by Superior of all of the facilities 
of Northern, described above, be and the same hereby is authorized and approved 
upon the terms and conditions as set forth in the application subject to the 
provisions of this order. 

(B) Superior shall record the electric facilities and properties of Northern, 
described above, as provided in the Commission’s uniform system of accounts pre- 
scribed for public utilities and licenses. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days from the issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuation, estimates or determinations of cost, or any matter whatsoever 
which may come before this Commission or any other regulatory body, and noth- 
ing in this order shall be construed as an acquiescence by this Commission in 
any estimate or determination of cost or any valuation of property claimed or 
asserted. 






















Order authorizing merger or consolidation of facilities 
Wisconsin Public Service Corp. and Menominee & Marinette Light & Traction Co. 
Docket No. E-6533 


December 17, 1953 






Wisconsin Public Service Corp. (Public Service), a corporation organized in 
Wisconsin, and Menominee and Marinette Light & Traction Co. (M & M), its 
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wholly owned subsidiary, a corporation organized in Wisconsin and Michigan, 
both having their principal business offices in Milwaukee, Wis., filed their joint ap- 
plication on November 19, 1953, for an order pursuant to section 203 of the Federal 
Power Act, authorizing the merger of all of the facilities of M & M with those of 
Public Service through a statutory merger. 

Public Service is engaged in the generation, transmission and sale of electric 
energy in north central and notheastern Wisconsin. It territory is contiguous 
to the area served by M & M, which is engaged in the generation, transmission and 
sale of electric energy in the counties of Marinette, Wis., and Menominee, Mich. 
The facilities of M & M to be merged into Public Service consist of all of the 
operating facilities and other properties of M & M. 

Applicants state that the merger will be consummated under the applicable 
public utility and general corporation laws of the States of Wisconsin and Michi- 
gan. The properties of M & M will be taken over at the amounts shown on the 
books of M & M, the properties of which are recorded at original cost; neither 
Public Service nor M & M have any utility plant acquisition adjustment amounts 
on their books and none will result from the proposed merger. 

Upon completion of the merger applicants state that the properties of M & M 
will continue to be used by Public Service for the purpose heretofore used by 
M & M, and that the merger will result in savings in operating, accounting and 
financing costs and simplification of the corporate and financial structure of 
the utility system operated by Public Service and M & M, and will facilitate 
the provision for necessary additional facilities. 

Written notice of the application has been given to the Public Service Commis- 
sion of Wisconsin and the Public Service Commission of Michigan and the Gov- 
ernors of each of those States. Notice was also published in the Federal Register 
on November 28, 1953 (18 F. R. 7619), stating that any person desiring to be 
heard or to make any protest with reference to the application should file a peti- 
tion or protest on or before December 11, 1953. No protest or petition or request 
to be heard in opposition to the granting of such application has been received. 

The Commission finds: 

(1) Public Service, a corporation organized in Wisconsin, owns and operates 
facilities among others for the transmission of electric energy which is trans- 
mitted between Wisconsin and Michigan and consumed outside of the State in 
which it is generated, and facilities for the sale at wholesale of electric energy 
which is generated in Wisconsin and consumed in Michigan, all of which fa- 
cilities are in addition to and do not include facilities used for the generation of 
electric energy, facilities used in local distribution or only for the transmission of 
electric energy in intrastate commerce, or facilities for the transmission of 
electric energy consumed wholly by the transmitter, and Public Service is, there- 
fore, a public utility within the meaning of that term as used in section 203 of 
the act. 

(2) M & M, a corporation organized in Wisconsin and Michigan, owns and 
operates facilities, among others, for the transmission of electric energy which 
is transmitted between Wisconsin and Michigan and consumed outside of the 
State in which it is generated, and facilities for the sale at wholesale of electric 
energy which is generated in Michigan and consumed in Wisconsin, all of which 
facilities are in addition to and do not include facilities for the generation of 
electric energy, facilities used in local distribution or only for the transmission 
of electric energy in intrastate commerce, or facilities for the transmission of 
electric energy consumed wholly by the transmitter, and M & M is, therefore, 
a public utility within the meaning of that term as used in section 203 of the act. 

(3) By the proposed transaction M & M will dispose of the whole of its facilities 
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subject to the jurisdiction of the Commission and Public Service will merge or con- 
solidate its facilities subject to the jurisdiction of the Commission with those of 
M & M, another person within the meaning and subject to the requirements of 
section 203 of the act. 

(4) The proposed merger or consolidation of facilities by Public Service and 
M & M will eliminate duplication of operating, accounting and financing costs, will 
facilitate provision for additional capacity and will be consistent with the public 
interest as expressed in the act. 

The Commission orders: 

(A) The proposed merger or consolidation by Public Service of all of the fa- 
cilities of M & M described above be and the same hereby is authorized and ap- 
proved upon the terms and conditions as set forth in the application subject to the 
provisions of this order. 

(B) This authorization shall expire unless the transaction hereby authorized 
is consumated within 90 days from the entry of this order. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuation, estimates or determinations of cost, or any matter whatsoever 
which may come before this Commission or any other regulatory body, and 
nothing in this order shall be construed as acquiescence by this Commission in any 
estimate or determination of cost or any valuation or property claimed or asserted. 


Order authorizing acquisition and merger or consolidation of facilities 
Ohio Edison Co. 
Docket No. E-6531 
December 21, 1953 


Ohio Edison Co. (Edison), incorporated under the laws of the State of Ohio, 
with its principal place of business in Akron, Ohio, filed an application on 
November 12, 1953, requesting authorization, pursuant to section 203 of the 
Federal Power Act, to merge or consolidate its facilities with a portion of 138- 
kilovolt transmission lines proposed to be acquired, along with all related 
rights, from the Cleveland Electric Illuminating Co. (Cleveland Illuminating), 
in accordance with a purchase agreement between the two companies dated 
July 23, 1953. 

According to the terms of this agreement, Edison will purchase from Cleve- 
land Illuminating a section of its 138-kilovolt Lorain-Cleveland transmission line 
extending 0.7 mile eastward from the point at Edison’s Lorain, Ohio, switching 
station where the subject line presently interconnects with transmission facili- 
ties of Edison. The facilities to be acquired are of double circuit steel tower 
construction with one of the two circuits now in place. 

Edison proposes to pay Cleveland Illuminating a total of $76,500 in considera- 
tion for the acquisition of these properties. 

The application indicates that the proposed acquisition of these transmission 
properties, whose estimated original cost is $60,857 with an applicable reserve for 
depreciation of $6,958, will result in an electric plant acquisition adjustment of 
$22,601 which Edison states will be eliminated by an immediate charge to 
earned surplus. 

The application states that the objective sought to be realized through the 
proposed acquisition is the augmentation of the power supply to Edison’s Elyria, 
Ohio, service area. Edison proposes to accomplish this objective by connecting 
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the section here sought to be acquired with other transmission facilities to be 
constructed so as to loop one of the 138-kilovolt lines in its transmission grid 
through the area. 

Edison states that an application in respect to the proposed transaction filed 
by it with the Securities and Exchange Commission pursuant to the Public 
Utility Holding Company Act of 1935 was dismissed by that commission for 
lack of jurisdiction. 

Written notice of the application has been given to the Public Utilities Com- 
mission of Ohio and to the Governor of that State. Notice was also published 
in the Federal Register on November 20, 1953 (18 F. R. 7373-74), stating that 
any person desiring to be heard or to make any protest with reference to the 
application should file a petition or protest on or before December 3, 1953. No 
protest or petition or request to be heard in opposition to the granting of such 
application has been received. 

By order dated November 19, 1953, the Public Utilities Commission of Ohio 
approved the proposed acquisition and merger or consolidation. 

The Commission finds: 

(1) Edison is a corporation organized and existing under the laws of the 
State of Ohio. It owns and operates facilities, among others, for the transmission 
and sale at wholesale of electric energy which is transmitted between the States 
of Ohio and Pennsylvania and consumed at points outside of the State in which 
it is generated, all of which facilities are in addition to and do not include 
facilities used for the generation of electric energy, facilities used in local dis- 
tribution or only for the transmission of electric energy in intrastate commerce, 
or facilities for the transmission of electric energy consumed wholly by the 
transmitter and Edison is, therefore, a public utility within the meaning of 
that term as used in section 203 of the Federal Power Act. 

(2) By the proposed acquisition of the 0.7-mile section of Cleveland Illuminat- 
ing’s 138-kilovolt transmission line, described above, Edison will merge or con- 
solidate its facilities subject to the jurisdiction of the Commission with those 
of Cleveland Illuminating, another person within the meaning and subject to 
the requirements of section 203 of the act. 

(3) The proposed transaction discloses an excess of the purchase price over 
the depreciated original cost of the facilities to be acquired of $22,601 which 
should be disposed of by Edison as hereinafter ordered. 

(4) The proposed acquisition and merger or consolidation of facilities by 
Edison will be consistent with the public interest as expressed in the act. 

(5) The proposed acquisition and merger or consolidation of facilities by 
Edison is exempt from the requirements of Securities and Exchange Commission 
approval under the Public Utility Holding Company of 1935 and is therefore not 
exempt from the requirements of section 203 of the Federal Power Act by virtue 
of section 318 thereof. 

(6) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed acquisition and merger or consolidation by Edison of the 
transmission facilities of Cleveland Illuminating, described above, be and the 
same hereby are authorized and approved upon the terms and conditions as set 
forth in the application subject to the provisions of this order. 

(B) Edison shall record the transmission facilities and properties, described 
above, as provided in the Commission’s uniform system of accounts prescribed 
for public utilities and licensees, and shall dispose of the amount of $22,601 
properly classifiable in account 100.5, electric plant acquisition adjustments, by 
an immediate charge to earned surplus. 
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(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days from the issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any matter whatsoever which 
may come before this Commission or any other regulatory body, and nothing in 
this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or asserted. 


Findings and order issuing certificate of public convenience and necessity 
Washington Gas Light Co. and Potomac Gas Co. 
Docket No. G—2240 
December 21, 1953 


Washington Gas Light Co. (Washington), a corporation organized and exist- 
ing under the laws of the United States, and the Potomac Gas Co. (Potomac), a 
Virginia corporation, both having their principal place of business at Eleventh 
and H Streets, NW., Washington, D. C., on September 4, 1953, filed a joint appli- 
cation, as supplemented on October 29, 1953, for a certificate of public convenience 
and necessity pursuant to section 7 of the Natural Gas Act, authorizing Wash- 
ington to acquire and operate all of the facilities and properties of Potomac, all 
as more fully described in said joint application on file with the Commission and 
open to public inspection. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 11, 1953, respecting the matters involved and the issues presented by 
the application. No protest to the granting of the application has been received. 

The record shows that Potomac is a wholly-owned subsidiary of Washington. 

The facilities to be acquired by Washington consist chiefly of about 20.7 miles 
of 16-inch pipeline extending from a point of connection with the pipeline of 
Atlantic Seaboard Corp., near Dranesville, Va., to the southern end of Key 
Bridge in Arlington County, Va., adjacent to the District of Columbia. The con- 
struction and operation of these facilities was authorized at docket Nos. G—1062 
and G—1768. 

By means of the aforementioned facilities Potomac presently transports natural 
gas for the account of Washington. Such gas is purchased by the latter company 
from the Atlantic Seaboard Corp. Potomac, upon the consummation of the 
proposed acquisition, proposes to cancel its tariff, designated as “Potomac F. P. C. 
gas tariff, volume No. 1” under whicii it presently transports gas for the account 
of Washington. 

The facilities and properties proposed to be acquired by Washington from 
Potomac are presently operated as an integrated part of the gas transmission 
and distribution system of Washington, and the acquisition will not result in 
any change in operations or service to present customers (see docket Nos. 
G-—1062 and G—1768). 

The facilities and properties of Potomac are to be acquired by Washington 
in accordance with the terms of a proposed plan of liquidation * which provides: 
First, Potomac will distribute to Washington, by appropriate conveyances 


1 Plan of liquidation, exhibit R to application. 
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and transfers, all of its assets; second, Washington, concurrently with such 
transfer of assets to it, will cancel all indebtedness of Potomac to it and will 
surrender for cancellation all bonds, other evidences of indebtedness, and 
certificates of capital stock of Potomac; third, Washington, concurrently with 
the transfer of assets to it, will assume all of the liabilities and obligations of 
Potomac to persons other than Washington and will agree to fulfill in every 
respect all of the duties of Potomac; and, fourth, Potomac will be dissolved 
under the laws of Virginia. 

The proposed liquidation of Potomac and acquisition of all its facilities and 
services by Washington represent the final step in simplification of the corporate 
structure of Washington and subsidiaries. It appears from the evidence that 
this simplification will result in increased efficiency and economy in the distribu- 
tion of natural gas in the Washington, D. C., metropolitan area.* Presently, 
Rosslyn Gas Co. (Rosslyn), another subsidiary of Washington, distributes gas 
in Virginia. Washington has received authority from the State Corporation 
Commission of Virginia and from the Public Utilities Commission of the District 
of Columbia for the merger of Rosslyn and Potomac into Washington Gas 
Light Co. 

The Commission finds: 

(1) Washington Gas Light Co., a United States corporation having its prin- 
cipal place of business at Washington, D. C., is presently engaged in the trans- 
portation of natural gas in interstate commerce and the sale in interstate 
ecommerce of natural gas for resale for ultimate public consumption, and is, 
therefore, a “natural-gas company” within the meaning of the Natural Gas 
Act, as heretofore found by the Commission in its order of August 31, 1943, in 
docket No. G—249, 3 F. P. C. 1077. 

(2) Washington is able and willing properly to do the acts and to perform 
the service proposed, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(3) Ownership and operation by Washington of all the transmission facilities 
presently owned and operated by Potomac, as hereinbefore described, is re- 
quired by the public convenience and necessity, and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(4) It appears, as hereinbefore stated, that the acquisition herein proposed 
will result in the continued operation by Washington of all of the natural-gas 
facilities of Potomac and that the service rendered by means of such facilities 
will be unchanged and unaffected by the acquisition as proposed. 

(5) Applicants having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 
C. F. R. 1.32 (b)) of the Commission’s rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

(6) Public convenience and necessity require that the general terms and condi- 
tions set forth in paragraphs (1), (2), (4) (i), (4) (ii), (4) (iii), and (5) of 
section 157.20 of the Commission’s rules of practice and procedure (18 C. F. R. 
157.20) should attach to the certificate hereinafter issued, and to the exercise 
of the rights granted thereunder. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Washington Gas Light Co. to acquire and operate all 


*The metropolitan area of Washington includes the District of Columbia and adjoining 
portions of the States of Virginia and Maryland. 
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the transmission facilities presently owned and operated by Potomac, as herein- 
before described, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Washington, and the general terms and conditions set forth 
in paragraphs (1), (2), (4) (i), (4) (ii), (4) (iii), and (5) of section 157.20 
of the Commission’s rules and regulations, including rules of practice and 
procedure, shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereto. 

(C) The time within which the facilities hereby authorized shall be acquired 
and placed in operation, as provided by paragraph (2) of section 157.20 of the 
Commission’s rules of practice and procedure, is hereby fixed at 6 months from 
the date on which this order issues. 

(1)) Potomac Gas Co. shall, upon the consummation of the proposed acquisi- 
tion, take appropriate steps to cancel its present tariff in accordance with 
paragraph 154.64 of the Commission’s rules of practice and procedure. 


Findings and order issuing a certificate of public convenience and necessity 
United Fuel Gas Co. 
Docket No. G-2248 
December 21, 1953 


On September 14, 1953, United Fuel Gas Co. (applicant) filed with the 
Commission an application, which was supplemented on October 20, 1953, for an 
order disclaiming jurisdiction over the proposed construction and operation of 
certain natural-gas facilities, or, in the alternative, for a certificate of public 
convenience and necessity pursuant to section 7 of the Natural Gas Act, author- 
izing the construction and operation of such facilities hereinafter described. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 8, 1953, respecting the matters involved and the issues presented by 
the application, as supplemented. No protests to said application have been 
received. 

Applicant proposes to construct and operate between Greenup, Ky., and 
Portsmouth, Ohio, approximately 8.6 miles of 12-inch natural-gas transmission 
pipeline, together with approximately 720 feet of 10-inch crossover line to be 
designated line UM-S8, and a 12-inch single Ohio River crossing, looping an 
existing line crossing the Ohio River. Said facilities will replace and relocate 
an existing 12-inch line, designated as line-U, between Greenup, Ky., and 
Portsmouth, Ohio. By means of the increased capacity afforded by the pro- 
posed facilities, applicant expects to be able to meet the 1953-1954 winter 
requirements, and thereafter, of its wholesale customer, Portsmouth Gas Co., as 
well as applicant’s retail and industrial customers in the vicinity of Portsmouth, 
Ohio. 

Applicant also proposes to construct and operate approximately 0.9 mile of 
12-inch natural-gas transmission pipeline, to be designated line UM-9, extending 
from the northern terminus of applicant’s existing line U to its Buch Street 
measuring station in Portsmouth, Ohio. By means of said line, applicant pro- 
poses to transport the entire requirements of Portsmouth Gas Co., thereby 
enabling applicant to utilize for its own retail distribution service an existing 
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10-inch line owned by Portsmouth Gas Co., and operated by applicant, and 
hererofore used to transport gas for wholesale sales to Portsmouth Gas Co. as 
well as for sales by applicant at retail. 

The record shows that applicait’s existing line U is limited to safe operating 
pressures not in excess of 140 pounds per square inch gauge, under which limita- 
tion the maximum daily capneity is 16,500 M.e¢. f. The estimated requirements of 
the markets served by said facilities, after industrial curtailment, are approxi- 
mately 23,400 M. ¢. f. per day during the 1953-1954 winter. The record further 
shows that applicant’s proposed facilities will provide up to 27,900 M. c. f. per day 
of capacity over and above the capacity of existing facilities, and up to 160,500 
M. c. f. per day of added potential capacity over and above the existing trans 
mission capacity at a maximum inlet pressure equal to existing pressures on 
the facilities of Tennessee Gas Transmission Co. near Greenup, Ky., where an 
interconnection exists for deliveries of gas by Tennessee Gas Transmission Co. 
into the facilities of applicant. It is shown by the record that applicant’s pro- 
posed facilities will appreciably change the capacity of the facilities which it 
proposes to replace, and that no new delivery point for service to Portsmouth 
Gas Co. is proposed by applicant. 

The estimated total overall capital cost of the proposed facilities is 
Applicant pripores to finance the cost of construction with funds to be provided 
by its parent, The Columbia Gas System, Inc. through the sale of notes and com- 
mon stock by applicant to its parent. 

Temporsry authorization was issued for the proposed construction «nd opera- 
tion on November 12, 1953. 

The Commission finds: 


(1) Applicant, a West Virginia corporation, having its principal place of 
business at Charleston, W. Va., owns and operates, among other facilities, a 


natural gas transmission pipeline system located in the States of West Virginia 
and Ohio. is engaged in the transportation and sale of natural gas in interstate 
commerce for resale to ultimate public consumption, subject to the jurisdiction 
of the Commission, and is, therefore, a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission in its order 
of March 1, 1944, in docket No. G-341, 4 F. P. C. 534. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, as integral parts of applicant’s existing pipeline system, 
and the proposed construction and operation thereof by applicant are subject 
to the requirements of subsections (c) and (e) of section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
requirements, rules and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of section 1.32 (b) (18 C. F. R. 
1.32 (b)) of the Commission's rules of practice and procedure having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final deci- 
sion in the instant proceeding. 

(5) The facilities hereinbefore described will provide additional capacity in 
the existing transmission pipeline system of applicant, and thereby appreciably 
change the daily delivery capacity of such system. Said facilities will not con- 
stitute facilities necessary to the establishment of a new delivery point required 
for the delivery of gas to an existing customer of applicant within the meaning 
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of section 2.55 (c) of the Commission’s rules and regulations (18 CG. F. R. 
2.55 (c)). Applicant’s request for an order disclaiming jurisdiction pursuant 
to the provisions of section 2.55 (b) and (c) (18 C. F. R. 2.55 (b) and (c)) of 
the Commission’s rules and regulations, therefore, should be denied. 

(6) The proposed construction and operation of the facilities hereinbefore 
described by applicant are required by the public convenience and necessity, and 
a certificate therefor should be issued as hereinafter ordered and conditioned. 

(7) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (3) (ili), (3) (iv), and (5) of 
section 157.20 of the Commission’s rules of practice and procedure (18 C. F. R. 
157.20) should attach to the issuance of the certificate referred to in paragraph 
(6), above. and to the exercise of the rights granted thereunder, and that the 
time within which construction of the facilities authorized by this order shall be 
completed and in actual operation, should be fixed at 4 months from the date on 
which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued, authorizing applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application, as supplemented, 
in this proceeding, for the transportation and sale of natural gas as therein set 
forth, subject to the jurisdiction of the Commission, upon the terms and condi- 
tions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of applicant and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and (5) of section 157.20 of 
the Commission’s rules of practice and procedure shall attach to the issuance of 
the certificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of section 
157.20 of the Commission’s rules of practice and procedure is hereby fixed at 
4 months from the date on which this order issues. 

(D) Applicant’s request for an order disclaiming jurisdiction pursuant to the 
provisions of section 2.55 (b) and (c) of the Commission’s rules of practice and 
procedure be and the same hereby is denied. 


Order approving revised exhibits, reducing annual charges, and revision in 
project description 


Pacific Power & Light Co. 
Project No. 2071 


December 21, 19538 


In compliance with paragraph B (6) and article 2 of its license for major 
project No. 2071, revised exhibit L drawings were filed with the Commission 
on October 5, 1951, revised exhibit J and new exhibit K drawings were filed on 
July 7, 1952, and revised exhibit M was filed on July 14, 1952, with tne Commis- 
sion, after orders by the Commission extending the time for filing of the same 
had been granted upon the requests of the licensee. 
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The revised exhibits filed as aforesaid are more particularly described below, 
together with exhibits previously filed and superseded. 


Revised Exhibit Superseded Exhibit 
J (F. P. C. 2071-21) (F. P. C. 935-11) 
L, sheet 2 (F-112648-R1) sheet 2 
(F. P. C. 2071-15) (F. P. C. 2071-5) 
sheet 3 (F-112652-R1) sheet 3 
(F. P. C. 2071-16) (F. P. C. 2071-6) 
sheet 4 (F-112649-R1) sheet 4 
(F. P. C. 2071-17) (F. P. C. 2071-7) 
sheet 5 (F-112650-R1) L, sheet 5 
(F. P. C. 2071-18) (F. P. C. 2071-8) 
sheet 6 (F-112651-R1) L, sheet 6 
(F. P. C. 2071-19) (F. P. C. 2071-9) 
sheet 7 (F-112665-R1) L, sheet 7 
(F. P. C. 2071-20) (F. P. C. 2071-4) 
(filed 7/14/52) M (original application) 


Paragraph (b) of the original instrument describing the project works specifies 
materials as “a rock fill dam” and a “separate low earth dam”; also included 
in the description are these features, “a spillway with tainter gates and a trash 
gate.” The foregoing descriptions are now in error for they do not accurately 
describe the project works as they are constructed and therefore the changes 
hereinafter ordered should be made. 

Paragraph (C) (ii) of the license instrument as issued includes more lands 
of the United States within the project boundary than is actually occupied and 
enjoyed by the licensee. Accordingly, the annual charge for the purpose of 
recompensing the United States for the use, occupancy and enjoyment of its 
lands so occupied should conform to the area as revised by the licensee, and 
the revision should be made as hereinafter provided. 

Those revised exhibits tracings pertinent to certain features of the project 
works have been submitted and approved by the Chief of Engineers, United 
States Army, as evidenced by letter received November 18, 1953. 

The Commission finds: 

(1) The new and revised exhibits above described and referred to by dates 
and numbers conform with the requirements of the Commission’s rules and 
regulations and should be approved as part of the license and the superseded 
exhibits above listed should be stricken from the license. 

(2) The description of the project works at paragraph (b) should be changed 
as follows: the term “rock fill” on line 1, page 2, should be “sand and gravel” ; 
the word “earth” on line 6, page 2, should be “sand and gravel.” At page 2, 
lines 5 and 6 in paragraph (b), the terms “and a trash gate” should be deleted. 

(3) Paragraph (C) (ii) of the license instrument at page 6 should be changed 
to read as follows: 

(ii) For the purpose of recompensing the United States for the use, occupancy 
and enjoyment of its lands, exclusive of those lands to be used for transmission 
line right-of-way only, $409.00 ; and 

The Commission orders: 

(A) The revised exhibits specified in the list of revised exhibits hereinbefore 
set forth and the new exhibits K (F. P. C. 2071—22, 23, 24, 25, 26, 27, 28 and 29) 
“Project area and project boundary” and K (F. P. C. 2071—30) “Project trans- 
mission line” are approved as part of the license for project No. 2071. 


(B) The superseded exhibits hereinbefore described are hereby stricken from 
the license. 
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(C) The term “sand and gravel” is hereby substituted for the terms “rock and 
fill” and “earth” in lines 1 and 6 on page 2, respectively. The words “and a 
trash gate” in paragraph (b) on page 2, lines 5 and 6 of the license instrument, 
is hereby changed to read as follows: “For the purpose of recompensing the 
United States for the use, occupancy and enjoyment of its lands, exclusive of 
those lands to be used for transmission line right-of-way only, $409.00; and.” 


Order amending order issuing certificate of public convenience and necessity 
Algonquin Gas Transmission Co. 
Docket No. G—1319 
December 22, 1953 


Algonquin Gas Transmission Co. (Algonquin) filed on November 30, 1953, a 
motion to amend the certificate of public convenience and necessity granted to 
it by order of the Commission issued August 6, 1953, in the above-entitled matter. 

By this filing Algonquin requests that paragraph (A) (i) of the above certifi- 
cate, which authorizes certain quantities of gas to be sold to certain customers of 
Algonquin, be amended by modifying these maximum daily volumes as herein- 
after stated. 

Since the issuance of the certificate issued at docket No. G-1319, Algonquin 
and its customers have executed service agreements which provide for lesser 
quantities of gas than those heretofore authorized as shown below. 


Authorized Modified Differences 
Customer volumes volumes M. c. f. per 
M. c. f. per M. c. f. per day 
day day 


Brockton Taunton Gas Co-..-. omaiclae 11, 628 8, 300 | 


Connecticut Power Co aad 3, 654 , 940 | 
Hartford Gas Co-__. = 16, 198 14, 500 | 
Mystic Power Co : 785 550 | 
Narragansett Electric Co.: | | 
Warren-Bristol Gas Division-.- sin 1, 994 1, 400 | 
Westerly Gas Division__- wa , 716 1, 200 | 
Norwood Gas Co-- 2 iceaialans 1, 855 1, 300 


TOR ds ncicthtccedtddeesnenesnesenn elie etisalat 37, 830 29, 190 


| 
| 


Algonquin served copies of its motion upon all parties to the proceeding at 
the time of filing. 

No protest or petition to intervene in opposition to the motion in this pro- 
ceeding has been received. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate to carry out 
the provisions of the Natural Gas Act to amend as herein ordered the order 
of the Commission issued in this proceeding on August 6, 1953. 

The Commission orders: 

(A) The order of the Commission, issued August 6, 1953, issuing a certificate 
of public convenience and necessity to Algonquin in the above-entitled proceeding, 
be and the same is hereby amended to authorize the modified maximum daily 
quantities of gas to be sold to certain customers of applicant in lieu of those 
previously authorized, all as hereinbefore described. 
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(B) In all other respects, the conditions respecting the issuance of and the 
exercise of the rights granted by said certificate of public convenience and 


necessity, except as heretofore and herein amended, shall remain in full force 
and effect. 


Order approving proposed settlement and allowing tariff revisions to take effect 
United Natural Gas Co. 
Docket No. G—2084 


December 23, 1953 


This is a rate proceeding arising from a rate increase filed by United Natural 
Gas Co. (United). The record herein has been certified to us for approval of a 
proposed settlement, as stated on the record by Commission staff counsel in 
open hearing and as agreed to by all parties to the proceeding on the record. 
Upon consideration of the record, we approve the terms of the proposed settle- 
ment, permitting the agreed upon rate increases to become effective subject to 
the terms and conditions, agreed to by the parties, as hereinafter set forth. 

On October 7, 1952, United filed with the Commission proposed first revised 
sheets Nos. 4 and 5 to United’s F. P. C. gas tariff, original volume No.1. By this 
filing United proposed a rate increase for its sales for resale in interstate com- 
merce, which would have resulted in additional annual revenues of $1,749,430, 
based upon estimated sales for the 12 months ending October 31, 1953. The rates 
provided in the proposed settlement, agreed to by all the parties, would result 
in an increase in revenues of approximately $1,500,000, on the basis of actual sales 
for the 12 months ending June 30, 1953, and $1,604,800 on the basis of the sales 
estimated for the year ending October 31, 1953. 

On November 6, 1952, pending a hearing and the Commission’s decision upon 
the question of the lawfulness of the rates proposed by United, the Commission 
suspended the proposed tariff sheets until April 10, 1953, and until such further 
time thereafter as such proposed tariff sheets might be made effective in the 
manner prescribed by the Natural Gas Act. By order issued on April 17, 1953, 
the suspended tariff sheets were permitted to become effective as of April 10, 
1953, under bond and subject to refund, with interest, of the portion of the 
increased rates or charges which the Commission might find not justified. 

Pursuant to Commission order, hearing was commenced with regard to the 
proposed rates, on December 1, 1953. Following the entering of appearances, 
the hearing was recessed from day to day to December 7, 1953, to allow all 
interested parties full opportunity to discuss informally the proposed rate 
increases in an effort to reach a settlement satisfactory to all parties. On 
December 7, 1953, final agreement was reached by the parties to the total rate 
increase to which United was entitled, rates to be observed by United under its 
rate schedules, and certain conditions under which the settlement was acceptable 
to the parties. 


On the basis of extensive field examination of the books, records and opera- 
tions of United, the Commission’s staff computed a net investment rate base of 
$30,844,247.74, with no allowance for cash working capital because of available 
income tax accruals. Allowing a 6 percent return upon this rate base, the staff 
developed an overall total cost of service of $21,009,890, $9,500,000 of which was 
allocated to jurisdictional sales. This cost of service was presented to all 
parties to these proceedings in the conference and an agreement was reached 
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that rates which would yield revenues from United’s sales for resale in interstate 
commerce, based upon operations for the year ended June 30, 1953, of $9,493,892 
would be fair and reasonable and acceptable to all parties. 

The rate levels for United, as agreed upon by all parties, are as follows: 


Rate Demand Se actntites 

Type of service schedule | charge per re per 
| ft 
M,C. LL 


Cents 
I ig tcccccnscciancknnnnneniniics svcchiaiulticahatacdidaiheipidbnicaibcheateiaatted 50 
ee is cctstieniscinditnuennicitesien wii taitnniagianinanish hanciabaati . 25 | 34.5 





On December 14, 1953, United filed with the Commission its second revised 
sheets Nos. 4 and 5 to its F. P. C. gas tariff, original volume No. 1, superseding 
first revised sheets Nos. 4 and 5 to its F. P. C. gas tariff, original volume No. 1, 
and requested that such revised sheets be permitted to become effective as of 
12:01 a. m., December 1, 1953. These second revised sheets give full effect to 
the changes in the rate schedules to provide to United estimated revenues of 
$9,493,892, based on operations for the year ended June 30, 1953, and provide 
just and reasonable rates. 

The Commission finds: 

(1) The proposed settlement of the rate proceedings on the basis heretofore 
described, subject to the terms and conditions hereinafter ordered, is appropri- 
ate and in the public interest in carrying out the provisions of the Natural 
Gas Act and should be approved and made effective as hereinafter provided 
and ordered. 

(2) The public interest requires that in permitting United’s second revised 
sheets Nos. 4 and 5 to United’s F. P. C. gas tariff original volume No. 1, as 
submitted on December 14, 1953, to become effective at 12:01 a. m., December 
1, 1953, the following conditions shall attach: 

(i) United shall refund to its wholesale customers for the period extending 
from April 10, 1953, to the effective date of the rates allowed to become effective 
herein the difference, plus 6 percent interest per annum, between the amounts 
collected under the rates in effect under bond in docket No. G—2084 and the 
amounts which would have been collected by the application to the billing 
units during that period, of the rates and charges allowed to become effective 
herein. 

(ii) United shall compute the differences in gas purchase costs under the 
rates which become effective for New York State Natural Gas Corp. (New York 
State), docket No. G-2119, Texas Eastern Transmission Corp. (Texas Eastern), 
docket No. G-1964, and The Manufacturers Light & Heat Co. (Manufacturers), 
docket No. G—2176, on July 15, 1953, September 1, 1953, and October 25, 1953, 
respectively, and the rates effective immediately prior thereto as applied to 
the respective volumes purchased from. each of the above suppliers during the 
year ended June 30, 1953. Such difference in purchase costs for each supplier 
shall be related to the total volumes of gas sales for the year ended June 30, 
1953, as used in the cost of service determination. Each of such three dif- 
ferences in average cost of gas purchased per M. ec. f. of such total sales shall 
be applied to the volumes of gas sold to each wholesale customer from April 10, 
1953, to the respective date on which each of the above suppliers’ increased 
rates became effective and the amounts representing such differences shall be 
refunded to each wholesale customer with interest thereon at 6 percent per 
annum from the date such excess amount was paid to United to the date of 
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refund. For wholesale sales involving part of a billing month, the volume of 
such sales shall be determined on a pro rata basis. 

(iii) If as a result of any final order or orders of the Commission which 
are accepted by Manufacturers, docket Nos. G-1967 and G—2176, and/or New 
York State, docket No. G-2119, or which become final in any court review or 
otherwise in the pending proceedings involving Manufacturers and New York 
State, or either of them, the rates to United which were used as part of the 
cost of service are reduced, the commodity components of the rates of United 
as agreed to by the parties herein, shall be reduced by an amount determined 
by dividing the amount of the reduction thus ordered by the Commission 
applicable to United by the total volume of gas utilized in the cost of service for 
sales for resale and other sales. If, as a result of the pending proceedings in 
docket Nos. G-1967, G—2176, and G—2119, United receives refunds from Manu- 
facturers and/or New York State, the refunds shall be passed on to United’s 
wholesale customers and shall be prorated in proportion to the volumes sold 
by United during the refund periods of Manufacturers and New York State as 
between United’s jurisdictional and nonjurisdictional customers on a straight 
volumetric basis. 

(iv) If the Texas gathering tax is held to be invalid by the final judgment of 
a court of competent jurisdiction and United receives any refunds from Texas 
Fastern and/or Tennessee Gas Transmission Co. (Tennessee Gas), United shall 
distribute such refunds due to purchases from and after April 10, 1953, among 
its wholesale customers without additional cost or liability to United, such dis- 
tribution to be in proportion to the volumes sold by United from and after 
April 10, 1953, on a straight volumetric basis. 

Further, if it is determined by reason of said final judgment that Texas 
Eastern and Tennessee Gas are not liable for reimbursement to its suppliers of 
such Texas gas gathering tax where the supplier is the gatherer and pays the 
tax, and United receives from Texas Eastern and/or Tennessee Gas any amounts 
of such tax which may be accrued as a liability on the books of Texas Eastern 
and/or Tennessee Gas to such suppliers, United shall distribute such refunds 
due to purchases from and after April 10, 1953, among its wholesale customers 
without additional cost or liability to United, such distribution to be in propor- 
tion to the volumes sold by United from and after April 10, 1953, on a straight 
volumetric basis. 

If the invalidation of such tax results in the reduction of cost to Texas 
Eastern and/or Tennessee Gas and such reduction is passed on to United, and 
if it is sufficient to permit its reflection in the rates charged by United, then 
United shall file a corresponding reduction in the commodity charge of its G—1 
and CD-1 rates, which shall as nearly as possible be equal to the reduction in 
costs occasioned by the invalidation of such tax. 

(v) If any amounts are refunded to United by Texas Eastern and/or Ten- 
nessee Gas by virtue of any amounts being refunded by United Gas Pipeline Co. 
in connection with docket Nos. G-1142 and G—2019, United will reflect in its rates 
all of the changes in its costs resulting therefrom and make refunds on a straight 
volumetric basis as hereinabove described. 

The Commission orders: 

(A) The increase in rates and charges embodied in United’s first revised sheets 
Nos. 4 and 5 to its F. P. C. gas tariff, original volume No. 1, be and the same are 
hereby disallowed. 

(B) United’s second revised sheets Nos. 4 and 5toits F. P. C. gas tariff, original 
volume No. 1, be and the same are hereby allowed to take effect as of 12:01 a. m., 
December 1, 1953, upon the conditions described in finding (2) above. 
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(C) United, over the signature of a responsible officer, shall file with the Com- 
mission within 10 days from the date of the issuance of this order, in writing and 
under oath, an original and four conformed copies of its acceptance of the terms 
and conditions of this order and, within 30 days from the date of issuance of this 
order, shall submit the details of its calculation resulting in the refunds 
ordered pursuant to findings 2 (i) and (ii) and copies of releases from its whole- 
sale customers with respect to such refunds. 

(D) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by the Commission in any proceeding now 
pending or hereafter instituted by or against United. 


















Findings and order issuing certificates of public convenience and necessity and 
dismissing applications for orders pursuant to section 7? (a) of the Natural Gas 
Act 





Alabama-Tennessee Natural Gas Co., The Waterworks & Gas Board of the Town 
of Cherokee, Ala., City of Russellville, Ala., The Lawrence-Colbert Counties Gas 
District, and Tennessee Gas Transmission Co. 








Docket Nos. G—2222, G—2235, G—2243, G—2244, G-2271 







December 23, 1953 






This consolidated proceeding involves two interdependent applications for cer- 
tificates under section 7 (c) of the Natural Gas Act and three applications for 
orders directing natural gas service under section 7 (a) of the Natural Gas Act. 

Alabama-Tennessee Natural Gas Co. (Alabama-Tennessee) filed its application 
on August 5, 1953, in which it requested a certificate of public convenience and 
necessity authorizing the construction and operation of approximately 13.6 miles 
of 12- and 8-inch pipeline looping part of its main-line facilities and a 350-horse- 
power compressor station to enable it to increase its system capacity by an 
estimated 8,466 M. c. f. a day, from 32,196 M. ec. f. to 40,662 M. c. f., for the 
purpose of meeting its 1953-1954 winter peak-day requirements. 

Tennessee Gas Transmission Co. (Tennessee), Alabama-Tennessee’s sole sup- 
plier, filed its interdependent application over two months later on October 12, 
1953, in which it requested a certificate of public convenience and necessity au- 
thorizing an increase in its transportation and sale of natural gas to Alabama- 
Tennessee from a present maximum of 32,196 M. c. f. a day to 40,662 M. c. f. a 
day, an increase of 8,466 M. c. f. a day, which is also the volume of increased ca- 
pacity Alabama-Tennessee estimates it will have through construction and op- 
eration of the facilities proposed in docket No. G-2222. Deliveries by Tennessee 
would be rendered through existing facilities. Tennessee also proposed, in its 
application in docket No. G—2271, to increase its deliveries and sales of gas to 
Tennessee Natural Gas Lines, Inc., and Western Kentucky Gas Co., but these mat- 
ters have not been consolidated with this proceeding and have been separately 
disposed of by order issued December 23, 1953. 

Applications pursuant to section 7 (a) of the Natural Gas Act were filed by The 
Waterworks & Gas Board of the town of Cherokee, Ala. (Cherokee), on August 
31, 1953, and by the city of Russellville, Ala. (Russellville), and The Lawrence- 
Colbert Counties Gas District (Gas District), located in the State of Alabama, 
on September 8, 1953. These applications request orders directing Alabama- 
Tennessee to establish physical connection of its transmission facilities with the 
proposed facilities of Cherokee and Russellville, to deliver and sell natural gas 
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to Cherokee and Russellville, and to deliver and sell additional volumes of gas 
to Gas District, a present customer of Alabama-Tennessee, for use in inaugurating 
natural gas service in the city of Moulton, and for use to supply additional quan- 
tities of gas to the existing gas systems in the towns of Courtland, Leighton and 
Town Creek. 

All of the 7 (a) applicants filed amendments to their respective applications on 
September 21, 1953, requesting an order pursuant to the provisions of section 
7 (a) of the Natural Gas Act directing Tennessee “to sell natural gas to Alabama- 
Tennessee in quantities and amounts sufficient to meet the requirements of .. . 
(each) applicant as well as Alabama-Tennessee’s other customers.” 

We consolidated all the above-described matters for purpose of hearing by 
an order issued October 28, 1953, and, in the same order, permitted inter- 
vention by the cities of Athens, Decatur, Florence, Hartselle, Huntsville, Sheffield, 
and Tuscumbia, Ala., Corinth and Iuka, Miss., and Selmer, Tenn., all present 
customers of Alabama-Tennessee, in docket Nos. G-2222, G-2235, G-2243 and 
G-—2244, and permitted interventior by the 7 (a) applicants in docket No. G—2222. 

Hearings were commenced on the 18th and concluded on the 25th of November, 
1953. All parties concurred in waiving the intermediate decision procedure and 
briefs have been filed by all parties except Tennessee. 


The applications of Alabama-Tennessee and Tennessee 


Alabama-Tennessee proposes, in docket No. G—2222, to construct approximately 
7.2 miles of 12%4-inch and 6 miles of 8%-inch pipeline and a 350-horsepower 
compressor station. The proposed 12-inch line would extend from a connection 
with the existing 10-inch line near Pride, Ala., easterly to the site of the proposed 
compressor station, and from that point the 8-inch line would extend to a connec- 
tion with the existing 8-inch line near Leighton, Ala. Cost of the proposed 
facilities is estimated at $440,196, which is proposed to be financed by means of 
cash on hand and available from earnings, together with the proceeds of a 
$350,000 bank loan at 3% percent interest a year. 

Upon completion of the proposed facilities, Alabama-Tennessee estimates that 
its system will have a maximum capacity of 40,662 M. c.f. a day. Estimated de- 
livery capacity is based on the existence of a pressure of 650 pounds per square 
inch on the downstream side of the regulator at the point of receipt of gas from 
Tennessee, and a terminal pressure of 150 pounds per square inch at the point 
of deliveries to Huntsville, Ala. 

The design of the proposed facilities, the estimated cost and the proposed 
method of financing construction all appear to be reasonable and adequate to meet 
the needs of Alabama-Tennessee’s customers for the 1953-1954 winter only as 
estimated by Alabama-Tennessee which, as we shall discuss later, have been 
substantially underestimated. Thus there is no question that Alabama-Ten- 
nessee’s application in this proceeding should be granted. 

In opinion No. 261, issued September 1, 1953, in docket No. G—1969, et al., and 
in opinion No. 259, issued August 6, 1953, docket No. G-1319, et al., we found that 
Tennessee had an unallocated design day sales capacity and a supply of gas com- 
mitted to it which we now find to be reasonably adequate to meet the service 
herein proposed to Alabama-Tennessee. And in view of Alabama-Tennessee’s 
customer requirements, as discussed later, Tennessee’s application in this proceed- 
ing should be granted. 


Alabama-Tennessee’s customer requirements 


After completion of the facilities proposed in docket No. G—2222, Alabama- 
Tennessee proposes to deliver certain contract volumes to each of its existing cus- 
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tomers during the 1953-1954 winter season. These proposed contract volumes 
also represent Alabama-Tennessee’s estimate of these customers’ peak-day re- 
quirements during the 1953-1954 winter season. The following tabulation shows 
these volumes in M. c. f. as proposed and as presently under contract: 





| Present | Future 
contract | (G-2222) 
volumes | contract 
volumes 





Wholesale customers: 
Selmer, Tenn 
Corinth, Miss. -- 
Inka, Miss ; 
Tuscumbia, Ala..........-..- 
Sheffield, Ala 
Florence, Ala " 
Lawrence-Colbert Counties Gas District 
Decatur, Ala_. 
Huntsville, Ala 
Athens, Ala. _-__- 
Hartselle, Ala... ; 
Muscle Shoals Natural Gas Corp 


Total wholesale 


Direct customers: 
Reynolds Alloys Co 
Tennessee Valley Authority 
U. S. Army 
Total direct... 


Total 


Ten cities with municipal gas systems which rely solely on Alabama-Tennessee 
for their supply of gas were permitted to intervene in this proceeding and, of 
these, eight, Athens, Decatur, Florence, Huntsville, Sheffield, and Tuscumbia, 
Ala., Corinth, Miss., and Selmer, Tenn., supported Alabama-Tennessee’s appli- 
cation by presenting evidence of their existing demands. This evidence demon- 
strates that all eight of these cities have existing demands for much more gas than 
Alabama-Tennessee has estimated they need and that three of these cities have 
demands of presently attached and presently served customers in excess of 
such estimates. Most of these municipal systems are relatively new and 
Alabama-Tennessee compiled most of its data used in estimating their require- 
ments during the first part of 1953. There is some indication in the record that 
the cities understood that the volumes of gas which would become available was 
offered them on a pro rata basis, although the witnesses for the cities were 
clearly more interested in getting some additional volume of gas than in quar- 
reling with Alabama-Tennessee. 

The balance of Alabama-Tennessee’s proposed firm deliveries, those sold on a 
direct basis for industrial usage to Reynolds Alloys Co., Tennessee Valley Author- 
ity and U. S. Army, and the sale for resale to Muscle Shoals Natural Gas Corp., 
1,000 M. c. f. a day of which is resold on a firm basis to Reynolds Metals Co., 
are all volumes sold under contracts in existence 18 months or longer, and in 
the case of TVA and Reynolds Alleys are sales which utilize facilities authorized 
in Alabama-Tennessee’s original certificate proceeding in docket No. G—585, order 
issued July 2, 1948, 7 F. P. C. 257. 

Alabama-Tennessee proposes to sell the additional volume of 8,466 M. c. f. a 
day proposed to be delivered to it by Tennessee to both wholesale and direct 
industrial customers. As indicated by the preceding tabulation, Alabama- 
Tennessee has presently contracted to deliver 2,554 M. c. f. of gas a day more 
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than it has available; 1,000 M. ec. f. of this represents increased deliveries to 
Reynolds Alloys Co. which were commenced with the understanding that more 
gas would have to be obtained in order to make deliveries throughout the 1953-54 
winter season. All other additional volumes will go to wholesale customers; 
however, one of these customers is Muscle Shoals which commenced its large- 
volume, firm deliveries to Reynolds Metals on September 1, 1952. Alabama- 
Tennessee purchased the stock of Muscle Shoals on September 25, 1951, and then 
distributed this stock to its stockholders as a dividend. The sales manager for 
Alabama-Tennessee is also executive vice president of Muscle Shoals. Thus, 
until such affiliation is conclusively proven to no longer exist, Muscle Shoals 
must be considered a part of Alabama-Tennessee for purposes of administration 
under the Natural Gas Act. 

Tennessee is not obligated to deliver additional quantities of gas to Alabama- 
Tennessee under the contract between the two companies except upon two years’ 
written notice. Alabama-Tennessee has requested a total of 2,754 M. c. f. a day 
of gas more than has been offered it by Tennessee in docket No. G—2271, and the 
last of the requests was made on January 16, 1953. Alabama-Tennessee plans 
to construct additional facilities in 1954, but at the time of the hearing no con- 
erete plan had been formulated. Most of Alabama-Tennessee’s wholesale 
customers expect their demands to increase by 10 percent or more during the 
1954-55 winter season. 

The 7 (a) applicants have raised the question of the propriety of Alabama- 
Tennessee’s direct firm industrial sales and the propriety of the firm resale 
industrial sales by Muscle Shoals, Decatur and Tuscumbia when, at the same 
time, service to Russellville and Moulton for resale is opposed. Alabama- 
Tennessee’s witnesses stated that no studies or other efforts have been made 
with the view to curtailing firm gas deliveries to TVA and Reynolds Alloys and 
that the company does not intend to effect such curtailments. The same is true 
with respect to the firm sale by Muscle Shoals to Reynolds Metals. The 7 (a) 
applicants have presented no evidence of their own to demonstrate the practi- 
cality of such action. The direct sale to the U. S. Army is not challenged and, 
although the contract for the sale expires December 1, 1954, the Army has 
notified Alabama-Tennessee that it will require deliveries beyond that time. 
TVA uses the gas it purchases as process gas in reformers for the production of 
ammonium nitrate and the contract for the sale does not provide for any 
reduction in deliveries until December 1, 1955. Reynolds Metals uses the gas it 
purchases primarily for direct heating in alloy furnaces and in the heating of 
ingots in the rolling process and started purchasing the additional volume of 
1,000 M. ec. f., a day, which we referred to previously, on November 1, 1952, 
under an option given it by its contract with Alabama-Tennessee which was signed 
in 1948. 

Whether power exists in this Commission to require cancellation of presently 
effective firm industrial contracts and substitution of interruptible service agree- 
ments is a matter not requiring consideration and determination at this time. 
The 7 (a) applicants have not demonstrated the necessity, advisability or prac- 
ticality of such action. Furthermore, section 7 (a) of the Natural Gas Act 
prohibits us from entering an order under section 7 (a) where to do so would 
“impair (the company’s) ability to render adequate service to its customers.” The 
evidence shows that under existing and proposed conditions Alabama-Tennessee 
has and will have no gas available for service to Russellville and Moulton. 

Since Alabama-Tennessee has commitments for all of the gas it will have avail- 
able for sale and since existing demands of existing customers cannot be satisfied, 





ORDERS 1453 


the order will provide that Alabama-Tennessee shall not effect new or additional 
sales without first obtaining permission of this Commission. 


The? (a) applicants 


We have already stated that we are precluded from granting the application 
of Russellville and the application of Gas District for service to Moulton because 
of the insufficiency of Alabama-Tennessee’s gas supply. There is, therefore, no 
purpose in considering the evidence regarding feasibility of these proposals 
which would require an estimated 2,016 M. c. f. of gas a day in the third year of 
operation. Nor do we find merit in the proposal advanced by the 7 (a) applicants 
in their brief which would condition the certificate herein issued to Alabama- 
Tennessee “upon the inclusion of Russellville and Moulton in any applications 
hereafier filed by Alabama-Tennessee for an increase in capacity.” Future events 
may substantially affect the present feasibility of these projects. Alabama- 
Tennessee should, however, consider service to these communities when it plans 
to construct additional facilities and is able to obtain additional gas supplies. 

On the other hand, questions regarding the application of Cherokee and Gas 
District’s application, insofar as the latter requests additional volume of gas for 
service to the existing systems in Courtland, Leighton and Town Creek, appear 
to have been settled, counsel for both parties having stated on the record that 
they were in agreement in all respects. An increased volume of gas for service 
to Courtland, Leighton and Town Creek is included in Alabama-Tennessee’s pro- 
posed service during the 1953-1954 winter. Service to Cherokee was coptem- 
plated by Alabama-Tennessee in its original certificate proceeding in docket No. 
G-—585, supra, and there is no question that service to the town is feasible. Since 
service to Cherokee could not be started until latter part of 1954, Alabama-Ten- 
nessee did not consider Cherokee in its proposed 1953-1954 service. However, 


because Alabama-Tennessee cannot serve Cherokee without an additional supply 


of gas under its present estimates of requirements, the order will require that 
Alabama-Tennessee demonstrate that this can be accomplished without detriment 
to existing customers before such service may commence. In view of the 
pendency of the agreements concerning these matters, no action by order will be 
taken at this time with regard to the applications involved. 


Propriety of an order directing Tennessee to sell gas to Alabama-Tennessee for 

resale to Russellville and Gas District 

By an amendment to their applications in docket Nos. G-2243 and G—2244, 
which seek an order directed against Alabama-Tennessee under the authority 
of section 7 (a) of the Natural Gas Act, Russellville and Gas District seek an 
order, also pursuant to the provisions of section 7 (a), directing Tennessee, Ala- 
bama-Tennessee’s sole supplier, “to sell natural gas to Alabama-Tennessee in 
quantities and amounts sufficient to meet the requirements of * * * (each) ap- 
plicant as well as Alabama-Tennessee’s other customers.” 

Section 7 (a) states that: 


* * * whenever the Commission, after notice and opportunity for hearing 
finds such action necessary or desirable in the public interest, it may by order 
direct a natural-gas company to extend or improve its transportation facili- 
ties with the facilities of, and sell natural gas to, any person or municipality 
engaged or legally authorized to engage in the local distribution of natural 
or artificial gas to the public, and for such purpose to eztend its transporta- 
tion facilities to communities immediately adjacent to such facilities or to 
territory served by such natural-gas company if the Commission finds that 
no undue burden will be placed upon such natural-gas company thereby: 
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Provided, That the Commission shall have no authority to compel the en- 
largement of transportation facilities for such purposes, or to compel such 
natural-gas company to establish physical connection or sell natural gas 
when to do so would impair its ability to render adequate service to its 
customers.” (Emphasis supplied.) 


The language quoted is clear on its face. The language of the section, par- 
ticularly those parts italicized, is designed only to apply to the situation in 
which a supply of gas and a physical interconnection is sought from the imme- 
diately adjacent natural-gas company. No other physical situation, particularly 
one of the nature requested herein, was envisioned. 

The request for an order directed against Tennessee must be denied as not 
within the power of the Commission under the Natural Gas Act. 

Upon consideration of the evidence, the briefs filed, and the entire record, 
we further find: 

(1) Alabama-Tennessee Natural Gas Co., a Delaware corporation with its 
principal place of business in Florence, Ala., and the applicant in docket No. 
G-—2222, is engaged in the transportation and sale in interstate commerce of 
natural gas for resale for ultimate public consumption, and is, therefore, a 
“natural-gas company” within the meaning of the Natural Gas Act, as here- 
tofore found by the Commission. 

(2) The facilities hereinbefore described, as more fully described in the ap- 
plication herein in docket No. G—2222, are proposed to be used in the transporta- 
tion and sale of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, as integral parts of applicant’s existing pipeline system, and 
the construction and operation thereof by Alabama-Tennessee are subject to the 
requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Alabama-Tennessee is able and willing properly to do the acts and to 
perform the service proposed in docket No. G-2222 and to conform to the pro- 
visions of the Natural Gas Act, and the requirements, rules, and regulations 
of the Commission thereunder. 

(4) The proposed construction and operation of the facilities proposed by 
Alabama-Tennessee is required by the public convenience and necessity and a 
certificate therefor should be issued as hereinafter ordered and conditioned. 

(5) Alabama-Tennessee should be ordered to limit deliveries and sales of 
natural gas on a firm basis to each of its wholesale and direct industrial cus- 
tomers to the daily volumes, which it proposes in its application herein to 
deliver to said customers during the 1953-1954 winter season, upon completion 
of the facilities proposed in docket No. G—2222. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv) and (5) 
of section 157.20 of the Commission’s rules of practice and procedure (18 
C. F. R. 157.20) should attach to the certificate hereinafter issued, and to the 
exercise of the rights granted thereunder, and that the time within which con- 
struction of facilities authorized by this order shall be completed and in actual 
operation should be fixed at 3 months from the date on which this order issues. 

(7) Tennessee Gas Transmission Co., a Delaware corporation with its prin- 
cipal place of business in Houston, Tex., and the applicant in docket No. G—2271, 
is engaged in the transportation and sale in interstate commerce of natural 
gas for resale for ultimate public consumption, and is, therefore, a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission. 

(8) The transportation and sale hereinbefore described, as more fully de- 
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scribed in the application herein in docket No. G—2271, will constitute trans- 
portation and sale of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, and such transportation and sale by Tennessee is 
subject to the requirements of subsections (c) and (e) of section 7 of the 
Natural Gas Act. 

(9) Tennessee is able and willing properly to do the acts and to perform the 
service proposed in docket No. G-2271 and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules, and regulations of the Commission 
thereunder. 

(10) The service proposed by Tennessee in docket No. G-271 is required by the 
public convenience and necessity, and a certificate therefor should be issued as 
hereinafter ordered and conditioned. 

(11) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (3) (i) and (5) of section 157.20 of the 
Commission’s rules of practice and procedure (18 C. F. R. 157.20) should attach 
to the certificate hereinafter issued, and to the exercise of the rights granted 
thereunder. 

(12) The application in docket No. G—2243 by the city of Russellville, Ala., 
and the application in docket No. G-2244 by The Lawrence-Colbert Counties 
Gas District concerning service to Moulton, Ala., for orders directed against Ala- 
bama-Tennessee, should be dismissed solely on the ground that Alabama- 
Tennessee’s supply of natural gas is such that the orders requested by said 
applicants are not possible under present conditions because to so order would 
impair the ability of Alabama-Tennessee to adequately serve the existing needs 
of its present customers, contrary to the provisions of section 7 (a) of the 
Natural Gas Act. 

(13) The requests by the city of Russellville, Ala., in docket No. G—2243, and 
by The Lawrence-Colbert Counties Gas District in docket No. G—2244 for an order 
under section 7 (a) of the Natural Gas Act, directing Tennessee Gas Transmis- 
sion Co. to sell natural gas to Alabama-Tennessee Natural Gas Co. in quantities 
and amounts sufficient to meet the requirements of said applicants, as well as 
the requirements of Alabama-Tennessee’s other customers, should be denied as 
not within the power of the Commission under the Natural Gas Act. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Alabama-Tennessee Natural Gas Co. to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application and the exhibits appended thereto in docket No. G—2222, for the trans- 
portation and sale of natural gas as therein set forth, subject to the jurisdiction of 
the Commission, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a respons- 
ible official of Alabama-Tennessee and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv) and (5) of section 157.20 
of the Commission’s rules and regulations, shall attach to the issuance of the cer- 
tificate granted in paragraph (A) hereof, and to the exercise of the rights granted 
thereunder. 

(C) The time within which the facilities hereby authorized shall be constructed 
and placed in actual operation as provided by paragraph (2) of section 157.20 
of the Commission’s rules of practice and procedure is hereby fixed at 3 months 
from the date on which this order issues. 

(D) Alabama-Tennessee is hereby ordered to limit deliveries and sales of 
natural gas on a firm basis to each of its wholesale and direct industrial customers 
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to the daily volumes hereafter set forth unless and until authorized otherwise by 
the Commission: 


Selmer. Tenn 455 
Corinth, Miss 755 
Iuka, Miss . 250 
Tuscumbia, Ala 680 
Sheffield, Ala 310 
Florence, Ala 240 
Lawrence-Colbert Counties Gas District 375 
Decatur, Ala 580 
Huntsville, 580 
Athens, Ala 125 
Hartselle, Ala 815 
Muscle Shoals Natural Gas Corp 235 
Reynolds Alloys Co 850 
Tennessee Valley Authority 8, 000 
U. S. Army 400 
Cherokee, Ala 240 


Provided, however, That Alabama-Tennessee shall not commence deliveries of 
gas on a firm basis to the town of Cherokee, Ala., until it has shown to the 
satisfaction of the Commission on or before February 1, 1954, that it is able to 
deliver gas on a firm basis to the town of Cherokee, Ala., in the maximum volume 
of 115 M. ec. f. a day in the first year of Cherokee’s operations, and 240 M. ec. f. 
a day thereafter without detriment to its existing customers herein listed. 

(E) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Tennessee Gas Transmission Co. to transport and 
sell natural gas as hereinbefore described, all as more fully described in the 
application in docket No. G—2271 and the exhibits appended thereto, subject 
to the jurisdiction of the Commission, upon the terms and conditions of this 
order. 

(F) This certificate shall be accepted in writing, and under oath, by a respon- 
sible official of Tennessee and the general terms and conditions set forth in 
paragraphs (1), (3)(i) and (5) of section 157.20 of the Commission’s rules of 
practice and procedure shall attach to the issuance of the certificate granted in 
paragraph (E) hereof, and to the exercise of the rights granted thereunder. 

(G) Tennessee shall deliver and sell no more than 40,662 M. c. f. of natural gas 
a day to Alabama-Tennessee until otherwise authorized by order of the Com- 
mission. 

(H) The application in docket No. G—2243 by the city of Russellville, Ala., and 
the application in docket No. G—2244 by the Lawrence Colbert Counties Gas 
District for service to Moulton, Ala., requesting orders directed against 
Alabama-Tennessee, be and the same are hereby dismissed solely on the ground 
that Alabama-Tennessee’s present supply of natural gas is such that the orders 
requested by said applicants are not possible because to so order would impair 
the ability of Alabama-Tennessee to adequately serve the existing needs of its 
present customers, contrary to the provisions of section 7 (a) of the Natural 
Gas Act. 

(I) The requests by the city of Russellville, Ala., in docket No. G-2243, and 
by The Lawrence-Colbert Counties Gas District in docket No. G—2244 for an 
order under section 7 (a) of the Natural Gas Act directing Tennessee Gas 
Transmission Co. to sell natural gas to Alabama-Tennessee Natural Gas Co. 
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in quantities and amounts sufficient to meet the requirements of said applicants, 
as well as the requirements of Alabama-Tennessee’s other customers, be and the 
same are hereby denied as not within the power of the Commission under the 
Natural Gas Act. 


Findings and order directing physical connection of facilities and sale of 
natural gas 


The Town of DeKalb, Miss., and Mississippi Valley Gas Co. 
Docket Nos. G—2231, G—2232 
December 23, 1953 


On August 17, 1953, the town of DeKalb, Miss. (DeKalb), a duly organized 
and existing municipality of the State of Mississippi, filed an application, pur- 
suant to section 7 (a) of the Natural Gas Act, for an order of the Commission 
directing Southern Natural Gas Co. (Southern) to establish physical connection 
of the latter’s transmission facilities with facilities proposed to be constructed 
by DeKalb and to sell and deliver natural gas to DeKalb for local distribution 
within DeKalb and the area adjacent to DeKalb’s proposed tap line. Concur- 
rently, Mississippi Valley Gas Co. (Mississippi Valley) filed an application 
pursuant to section 7 (c) of the Natural Gas Act to lease, maintain and operate 
the facilities proposed to be constructed by DeKalb. 

DeKalb proposes to construct approximately 10 miles of 3-inch pipeline from 
a point of connection with Southern’s lateral pipeline approximately 10 miles 
northwest of the town of DeKalb to DeKalb. DeKalb also proposes to construct 
a distribution system within the town. 

DeKalb estimates its total requirements for the fifth operating year as 30,210 
M. c. f. annual consumption with 350.8 M. c. f. on the peak day. The load factor 
is estimated at approximately 23 percent. 

The estimated cost of construction of the proposed project is $163,000 for 
both transmission and distribution facilities. 

DeKalb proposes to finance the project by means of a 25-year $200,000 bond 
issue at 4 percent per annum. Firm commitments have been obtained for 
$179,000 of this issue on a “when issued” basis. 

Mississippi Valley and DeKalb have entered into a lease agreement whereby 
Mississippi Valley will operate and maintain the facilities for which it will pay 
DeKalb an annual rent of $13,500 which will cover the debt service requirements. 

Southern has consented to the application of DeKalb and it appears that 
Southern has uncommitted capacity available to supply the estimated require- 
ments of DeKalb. 

The sale of gas by Southern to Mississippi Valley will be made subject to 
Southern’s appropriate rate schedules which are in effect under bond in docket 
No. G-2141. 

On October 27, 1953, the Commission consolidated the applications of DeKalb 
and Mississippi Valley with applications in docket Nos. G—2229 and G-—2242 for 
purposes of hearing only. 

After hearing, on December 4, 1953, the Commission issued an order omitting 
the intermediate decision procedure in docket Nos. G—2231 and G-—2232, as well as 
in docket Nos. G-2229 and G-—2242. 

The Commission finds: 

(1) Southern Natural Gas Co., a Delaware corporation, having its principal 
place of business in Birmingham, Ala., owns and operates, among other facilities, 
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a natural-gas transmission pipeline system located in the States of Texas, 
Louisiana, Mississippi, Alabama, and Georgia, and by such operations is engaged 
in the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commission, 
and is, therefore, a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order of October 6, 1942, 
in docket No. G—296, 3 F. P. C. 822. 

(2) The town of DeKalb, Miss., is a municipal corporation existing under the 
laws of the State of Mississippi. 

(3) Mississippi Valley Gas Co., a Mississippi corporation, having its principal 
place of business at Jackson, Miss., owns, operates and leases natural gas trans- 
mission pipelines and other facilities in the State of Mississippi, and by such 
operation is engaged in the transportation of natural gas in interstate com- 
merce, subject to the jurisdiction of the Commission, and is, therefore, a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order issued March 11, 1952, in docket No. G—1865. 

(4) An order directing Southern to establish physical connection of its 
natural gas transportation facilities with the proposed facilities of DeKalb and 
directing the sale and delivery by Southern of natural gas to Mississippi Valley 
for distribution in DeKalb is desirable in the public interest. 

(5) The granting of the relief requested by DeKalb in its application will not 
place upon Southern any undue burden nor impair its ability to render adequate 
service to its customers. 

(6) The transmission facilities proposed to be constructed by DeKalb are 
proposed to be used by Mississippi Valley for the transportation of natural gas 
in interstate commerce, subject to the jurisdiction of the Commission, and opera- 
tion thereof by Mississippi Valley is subject to the requirements of subsections 
(c) and (e) of section 7 of the Natural Gas Act. 

(7) Mississippi Valley is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(8) The operation by Mississippi Valley of the facilities proposed to be con- 
structed by DeKalb is required by the public convenience and necessity, and a 
certificate therefor should be issued. 

(9) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), and (5) of section 157.20 of the Com- 
mission’s general rules and regulations, including rules of practice and procedure 
(18 C. F. R. 157.20), should attach to the certificate hereinafter issued, and to 
the exercise of the rights granted thereunder. 

The Commission orders: 

(A) Southern Natural Gas Co. be and it is hereby directed to establish 
physical connection of its transmission facilities at a point approximately 10 
miles northwest of the town of DeKalb, Miss., with the facilities proposed to be 
constructed by DeKalb, together with such metering, regulating and appurtenant 
facilities as may be necessary to render the service applied for herein. 

(B) Southern Natural Gas Co. be and it is hereby directed to deliver such 
volumes of natural gas as may be required by Mississippi Valley for service to 
DeKalb pursuant to Southern’s appropriate rate schedules on file with the Com- 
mission and subject to such refunds as may be ordered by the Commission in 
docket No. G-2141. 

(C) A certificate of public convenience and necessity be and the same is hereby 
issued to Mississippi Valley Gas Co. authorizing operation of the transmission 
facilities to be constructed by DeKalb for the transportation of natural gas, 
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subject to the jurisdiction of the Commission, upon the terms and conditions of 
this order. 

(D) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Mississippi Valley, and the general terms and conditions set 
forth in paragraphs (1), (2), and (5) of section 157.20 of the Commission’s gen- 
eral rules and regulations, including rules of practice and procedure (18 C. F. R. 
157.20), should attach to the certificate hereinafter issued and to the exercise of 
the rights granted thereunder. 

(E) DeKalb and Mississippi Valley shall be prepared to receive the natural 
gas service ordered herein on or before June 30, 1954. 

(F) Southern shall report to the Commission, in writing and under oath, the 
date of commencement of service to Mississippi Valley for DeKalb. 


Findings and order issuing certificate of public convenience and necessity 
Tennessee Gas Transmission Co. 
Docket No. G—2271 
December 23, 1958 


Tennessee Gas Transmission Co. (applicant), a Delaware corporation having 
its principal place of business in Houston, Tex., on October 12, 1953, filed an 
application for a certificate of public convenience and necessity pursuant to 
section 7 (c) of the Natural Gas Act, authorizing the transportation and sale of 
natural gas in increased volumes to Alabama-Tennessee Natural Gas Co., Ten- 
nessee Natural Gas Lines, Inc., and Western Kentucky Gas Co., for the purpose 
of enabling these customer companies to meet their 1. irements during the 
1953-54 winter. 

By order issued October 28, 1953, in docket No. G—2zzz, et al., that part of this 
proceeding involving increased deliveries of gas to Alabama-Tennessee Natural 
Gas Co. was severed from the other matters involved herein for the purpose of 
separate hearing and disposition. 

Applicant proposes to increase maximum daily deliveries to Tennessee Natural 
Gas Lines, Inc., by 6,324 M. c. f. to a total of 62,424 M. c. f. and to Western Ken- 
tucky Gas Co. by 2,244 M. ec. f. to a total of 16,116 M. ec. f. 
facilities or costs are involved. 


No additional 


Pursuant to due notice a public hearing was held in Washington D. C., on 
December 18, 1953, respecting the matters involved and the issues presented by the 
application as severed. No protest to the granting of the application insofar as 
it applies to deliveries to Tennessee Natural Gas Lines, Inc., and Western Ken- 
tucky Gas Co. has been received. 

The Commission finds: 

(1) Applicant, a Delaware corporation with its principal place of business in 
Houston, Tex., is engaged in the transportation and sale in interstate commerce of 
natural gas for resale for ultimate public consumption, and is, therefore, a 
“natural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission. 

(2) The transportation and sale hereinbefore described, and as more fully 
described in the application herein, will constitute transportation and sale of 
natural gas in interstate commerce, subject to the jurisdiction of the Commission, 
and such transportation and sale by applicant is subject to the requirements of 
subsections (c) and (e) of section 7 of the Natural Gas Act. 
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(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed transportation and sale by applicant is required by the 
public convenience and necessity, and a certificate therefor should be issued as 
hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.32 (b) (18 
C. F. R. 1.32 (b)) of the Commission’s rules of practice and procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding as heretofore severed. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (8) (i) and (5) of section 157.20 of the 
Commission’s rules of practice and procedure (18 C. F. R. 157.20) should attach 
to the certificate hereinafter issued, and to the exercise of the rights granted 
thereunder. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant to transport and sell natural gas to Tennessee 
Natural Gas Lines, Inc., and Western Kentucky Gas Co. as hereinbefore described, 
all as more fully described in the application in this proceeding and the exhibits 
appended thereto, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a respon- 
sible official of applicant and the general terms and conditions set forth in 
paragraphs (1), (3) (i) and (5) of section 157.20 of the Commission's rules of 
practice and procedure shall attach to the issuance of the certificate granted in 
paragraph (A) hereof, and to the exercise of the rights granted thereunder. 

(C) Applicant shall transport and sell a maximum of 62,424 M. c. f. a day of 
natural gas to Tennessee Natural Gas Lines, Inc., and a maximum of 16,116 
M. c. f. a day to Western Kentucky Gas Co. until otherwise authorized by order 
of the Commission. 


Order modifying order granting certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G-1631 
December 24, 1953 


On October 26, 1953, El Paso Natural Gas Co. (El Paso) filed a petition to 
amend the Commission’s order issued June 23, 1952, in docket No. G-1631. That 
order, which granted El Paso a certificate of public convenience and necessity 
authorizing the construction and operation of certain gas transmission facilities 
on its existing San Juan and Permian Basin pipelines, included authorization 
to construct and operate five amine recovery plants with a combined capacity of 
1,015,000 M. c. f. per day. 

The five recovery plants having a combined cost of $843,000 would have been 
constructed for the purpose of recovering amine lost in connection with the 
operation of the following treating plants or pipeline systems: 

(a) A 115,000 M. c. f. amine recovery plant to have been located at El Paso’s 
Jal No. 1 plant. 
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(b) A 140,000 M. c. f. amine recovery plant to have been located near El 
Paso’s Jal No. 3 plant for the purpose of treating gas from El Paso’s Jal No. 2 
and Jal No. 3 plants. 

(c) A 150,000 M. c. f. amine recovery plant to have been located at El Paso’s 
Eunice plant. 

(d) A 290,000 M. ec. f. amine recovery plant to have been located near El 
Paso’s Keystone Field plant for the purpose of treating gas from El Paso’s 
Goldsmith and Keystone Field plants. 

(e) A 320,000 M. c. f. amine recovery plant to have been located near El 
Paso’s Keystone main line plant for the purpose of treating gas from El Paso’s 
Upton County line. 

In its petition, El Paso requests authority to construct and operate three 
amine recovery plants instead of five plants originally proposed. The cost of the 
three plants is estimated at $1,025,649 and the combined capacity would be 
increased to 1,245,000 M. c. f. per day with costs and capacity as follows: 


(a) A 220,000 M. c. f. amine recovery plant to be located at El Paso’s 


GER, BO, BE iiccneitnnnticininitiadaadaad abel iittala cla $350, 116 
(b) A 350,000 M. ec. f. amine recovery plant to be located at El Paso’s 
Cuenea Ten GR ia en ih oc ees iceman 290,183 


(c) A 675,000 M. c. f. amine recovery plant to be located near El Paso’s 
Keystone main line plant for the purpose of treating gas from El 
Paso’s Goldsmith and Keystone Field lines and for the purpose of 
treating gas from applicant's existing Upton County line 
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It appears that the additional cost of $182,649 is fully covered by the con- 
tingency allowance of $2,659,000 for the facilities authorized in docket No. 
G-1631. 

El Paso represents that service of its position was made pursuant to section 
1.17 (b) (18 C. F. R. 1.17 (b)) of the Commission’s general rules and regulations 
including rules of practice and procedure, one copy of the petition having been 
forwarded to each party of record in docket No. G—1631 by El Paso. 

Since the filing of the aforesaid petition with the Commission on October 26, 
1953, no objection or protest to the granting of such amendment has been 
received. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate in carrying out 
the provisions of the Natural Gas Act to amend, as hereinafter ordered, the 
order of the Commission issued June 23, 1952, in docket No. G—1631. 

The Commission orders: 









(A) The order of the Commission issued June 23, 1952, granting a certificate 
of public convenience and necessity in docket No. G—1631, be and the same is 
hereby amended authorizing the construction and operation of the three pro- 
posed amine recovery plants hereinbefore described in lieu of the five amine 
recovery plants heretofore authorized in docket No. G—1631. 

(B) In all other respects the conditions respecting the issuance of and the 
exercise of the rights granted by said certificate of public convenience and 
necessity shall remain in full force and effect. 
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Findings and order issuing a certificate of public convenience and necessity, 
and authorizing and approving abandonment of facilities and service 


Cities Service Gas Co. 
Docket No. G-2187 
December 24, 1953 


Cities Service Gas Co. (applicant), on June 15, 1953, filed an application, 
which was supplemented on July 13, 1953, for a certificate of public convenience 
and necessity pursuant to section 7 of the Natural Gas Act, authorizing the 
construction and operation of certain natural-gas transmission facilities as 
hereinafter described, and an order of the Commission pursuant to section 7 (b) 
of the Natural Gas Act, authorizing and approving the abandonment of certain 
natural-gas transmission facilities as hereinafter described. 

The Commission, on November 13, 1953, issued an order denying applicant’s 
request for disposition of its application pursuant to the provisions of section 
1.32 (b) of the Commission’s rules of practice and procedure (18 C. F. R. 
1.32 (b)), and fixed November 30, 1953, as the date for hearing to commence in 
this proceeding. Pursuant to said order, hearing was held and concluded on 
November 30, 1953. 

Applicant, during the year 1952, constructed and placed in operation approxi- 
mately 9 miles of 4-inch pipeline extending from a point of connection with its 
Wichita, Kans., 20-inch loop pipeline to the town of Mulvane, Sedgwick County, 
Kans., and approximately 1.1 miles of 4-inch lateral pipeline extending from a 
point of connection on said 9-mile, 4-inch pipeline to the town of Derby, Sedg- 
wick County, Kans. Said facilities were constructed by applicant to replace 
facilities constructed approximately 40 years ago which had been utilized to 
render service to the towns of Mulvane and Derby, Kans., consisting of approxi- 
mately 8.3 miles of 4-inch pipeline beginning at the town of Rose Hill, Butler 
County, Kans., and extending southwesterly to the town of Mulvane, and 
approximately 5.6 miles of 2-inch pipeline beginning at a point of connection 
with said 8.3-mile, 4-inch pipeline and extending westerly and northerly to the 
town of Derby. The old 4-inch pipeline was reclaimed by applicant following 
the construction and placing in service of the new 4-inch pipelines. The 2-inch 
pipeline was abandoned in place, since a considerable portion thereof was 
located under a paved road. 

The new facilities constructed by applicant traverse a different route from that 
traversed by the facilities which were replaced. Service to 7 retail domestic 
customers of The Gas Service Co. (Gas Service) served from the latter facilities 
was discontinued as the result of the removal and retirement thereof. Gas for 
delivery to these customers had been purchased by Gas Service from applicant 
and the gas was transported by applicant to Gas Service by means of the facili- 
ties which have been removed or abandoned. Gas Service has not protested 
discontinuance of service by applicant. The State Corporation Commission 
of Kansas has not indicated that it has any objection to the discontinuance 
of service by Gas Service, although a request for an expression of opinion has 
been made to that Commission. 

Applicant made no application to the Commission pursuant to section 7 of 
the Natural Gas Act for the construction and operation of the facilities which 
it has constructed or for permission for and approval of the abandonment of 
the facilities which it has retired. The record shows that applicant’s failure to 
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make such application was based upon its conclusion, reached through advice 
of its legal staff, that said project constituted the replacement of facilities within 
the purview of section 2.55 (b) of the Commission’s rules and regulations (18 
C. F. R. 2.55 (b)), for which no authorization by the Commission is required. 

The facilities which were replaced by applicant, because of age and deteriora- 
tion, allowed excessive leakage, averaging approximately 37.8 percent, in con- 
trast to a normal leakage of less than 1 percent to 2 percent on applicant’s 
entire system.’ Said facilities also were limited to safe working pressures far 
below the pressures required to enable applicant to meet current maximum-day 
requirements of its customers in the area served thereby. Applicant estimates 
that, by constructing the new facilities in a new location, it has achieved a 
saving from $20,000 to $30,000 due to a reduction of approximately 4 miles in the 
length of the new facilities. If the removed and abandoned facilities had been 
replaced in the same location with pipelines of the same size, the operating 
pressures required to meet existing requirements of applicant in the area would 
have been substantially in excess of those shown to be necessary for operation 
by means of the constructed pipelines.’ 

The facilities installed by applicant provide substantially increased capacity 
for serving the future requirements of ultimate consumers in the Mulvane, Derby 
and Rose Hill, Kans., area. 

The contracts under which service to the 7 domestic retail customers was 
rendered by Gas Service provided for termination upon 10 days written notice. 

Pursuant to such provisions, due notice of the proposed discontinuance of 
service was given said customers by Gas Service by letters dated June 25, 1952. 
Service to 2 of the customers was discontinued on or about May 12, 1952, after 
notification thereof given in discussions held in April 1952, and service to the 
remaining 5 customers was discontinued on or about September 5, 1952. Service 
to 1 customer was reinstated from the new facilities. 

The cost of construction and removal of the facilities hereinbefore described 
was estimated by applicant to be $95,475. The total actual cost of such con- 
struction and removal is shown to have been $83,671. 

The Commission jinds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
in Oklahoma City, Okla., owns and operates, among other facilities, a natural- 
gas transmission pipeline system located in the States of Oklahoma, Texas, 
Kansas, Missouri, and Nebraska, and by such operations applicant is engaged 
in the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commission, 
and is, therefore, a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order of December 28, 1943, 
in docket No. G-298, 4 F. P. C. 471. 

(2) The facilities hereinbefore described which have been constructed and 
placed in operation by applicant are used in the transportation and sale of 
natural gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion, as an integral part of applicant’s existing pipeline system, and the con- 
struction and operation thereof by applicant are subject to the requirements of 
subsections (c) and (e) of section 7 of the Natural Gas Act. 


1The 2-inch pipeline was in such poor condition that gas leakage therefrom constituted 
a public hazard. Fires along the road, in which the pipe was located, had occurred due 
to gas leakage. 

20f 43.000 feet of 4-inch pipe removed by applicant, approximately 18,000 feet, or 42 
percent, could not be rehabilitated and had to be junked. 
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(3) The replacement of facilities by construction of new facilities in a dif- 
ferent location has resulted in an abandonment of service rendered by means 
of the facilities which have been replaced by applicant, and such replacement 
has appreciably changed the daily delivery capacity of a portion of the existing 
transmission pipeline system of applicant. Such replacement does not fall within 
the purview of section 2.55 (b) of the Commission’s rules and regulations, and 
the facilities constructed and placed in operation by applicant are not excluded 
from the term “facilities” as used in section 7 (c) of the Natural Gas Act. 

(4) The abandonment of service by Gas Service to its seven domestic retail 
customers is not subject to the jurisdiction of the Commission under the pro- 
visions of section 7 (b) of the Natural Gas Act. The abandonment of service to 
Gas Service by applicant is subject to the jurisdiction of the Commission under 
the provisions of section 7 (b) of the Natural Gas Act. 

(5) Applicant is able and willing properly to do the acts and to perform the 
service for which the facilities hereinbefore described were constructed and 
placed in operation, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(6) Continued operation of the facilities hereinbefore described are required 
by the public convenience and necessity, and a certificate therefor should be 
issued as hereinafter ordered and conditioned. 

(7) Replacement of facilities and abandonment of service by applicant have 
not been shown to constitute willful and knowing violations of the provisions of 
the Natural Gas Act requiring the imposition of penalties. 

(8) The abandonment of facilities and of the service heretofore rendered by 
means thereof by applicant, all as more fully described in its application, as sup- 
plemented, and the record herein, are permitted by the public convenience and 
necessity, and authorization and approval thereof by the Commission should be 
granted. 

(9) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1) and (5) of section 157.20 of the Commission's 
rules and regulations (18 C. F. R. 157.20) should attach to the issuance of the 
certificate hereinafter issued, and to the exercise of the rights granted thereunder. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing the continued operation by applicant of the facilities here- 
inbefore described, all as more fully described in the application, as supplemented, 
in this proceeding, for the transportation and sale of natural gas as therein set 
forth, subject to the jurisdiction of the Commission, upon the terms and condi- 
tions of this order. 

(B) Permission and approval of the abandonment of the facilities hereinbefore 
described, all as more fully described in the application, as supplemented in this 
proceeding, which have been abandoned by applicant, and of the service hereto- 
fore rendered by means thereof, be and the same hereby is granted. 

(C) The certificate granted in paragraph (A) shall be accepted in writing, and 
under oath, by a responsible official of applicant and the general terms and condi- 
tions set forth in paragraphs (1) and (5) of section 157.20 of the Commission’s 
rules and regulations shall attach to the issuance of this certificate and to the 
exercise of the rights granted thereunder. 
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Order issuing certificate of public convenience and necessity and firing date for 
oral argument 


Northern Natural Gas Co. 
Docket No. G—2063 
December 24, 19538 


In this proceeding, the Commission is requested to issue a certificate of public 
convenience and necessity, pursuant to subsections (c) and (e) of section 7 of the 
Natural Gas Act, to Northern Natural Gas Co. (Northern) authorizing it (1) to 
operate certain facilities, the construction of which was authorized in this docket 
by orders issued May 1 and October 19, 1953, and (2) to construct and operate 
certain other facilities, all for the purpose of enabling Northern to increase its 
total over-all system capacity by 300,000 M. ¢c. f. per day, and its system salable 
capacity by approximately 278,000 M. c. f. per day. 

To provide the additional volumes of gas required for the increased sales pro- 
prosed to be made, Northern relies upon deliveries to be made to it by its sub- 
sidiary, Permian Basin Pipeline Co. (Permian). Permian has already been 
issued a certificate of public convenience and necessity authorizing it to construct 
and operate facilities designed ultimately to enable it to sell and deliver to 
Northern up to 300,000 M. c. f. per day (Jn the Matters of Permian Basin Pipeline 
Co., et al., docket Nos. G-1928, et al., opinion No. 249 and accompanying order 
issued May 1, 1953). These facilities are now being constructed, and it appears 
from the record in this proceeding that Permian will have available for delivery 
to Northern volumes of gas up to 200,000 M. ec. f. per day on or before January 
1, 1954. The remaining volume of 100,000 M. ec. f. per day will become available 
on or before January 1, 1955. 

In opinion No. 249 and the accompanying order issued May 1, 1953, the Com- 
mission issued Northern a partial certificate in docket No. G—2063 authorizing 
it to construct, but not to operate, main-line facilities to increase its system ¢a- 
pacity by 200,000 M. c. f. per day. The remaining issues in docket No. G—2063, 
involving the operation of the main-line facilities authorized to be constructed 
by such order, construction and operation of remaining mainline facilities, neces- 
sary branch lines and loops, and the disposition of all gas to be made available 
from Northern’s expansion program in this docket, have been considered and 
heard in the phase of the proceeding just concluded. 

In the same order the Commission in docket No. G-2134 issued El Paso Natural 
Gas Co. (El Paso) a certificate authorizing it to construct and operate facilities 
to enable it to use certain of its existing facilities to transport Permian gas for 
Permian’s account some 200 miles northward to a point of delivery near the 
southern terminus of Northern’s system. This order was subsequently amended 
by order issued November 27, 1953, to change the delivery point of the Permian 
gas so that El Paso is now authorized to transport such gas for the account of 
Northern rather than of Permian. 

In addition to the authorization issued to Northern in this docket as speci- 
fied above, Northern was issued a temporary certificate on October 19, 1953, 
authorizing it to construct certain branch-line loops to enable it to deliver to 
existing customers during 1953-1954 the increased volume of gas which was 
planned to be made available as the result of the main-line construction already 
authorized in this docket by the order issued May 1, 1953, accompanying opinion 
No. 249, supra, p. 85. 
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Hearings in this, the second phase of the proceeding, have been completed, 
and the matter is now before the Commission for decision pursuant to its order 
omitting the intermediate decision procedure issued November 17, 1953. As 
directed in that order, main and reply briefs have been filed. Pursuant to the 
same order, Northern has submitted to the Commission a letter dated December 
3, 1953, in which it is requested that oral argument with respect to the matters 
and issues involved be held no later than December 15, 1953. 

It is apparent from the evidence of record and from the briefs and reply 
briefs which have been filed that numerous issues are presented to the Commis- 
sion for determination, many of which require serious and careful considera- 
tion before a decision may be rendered with respect to them. Among the issues 
presented are questions relating to contributions by new customers towards the 
cost of lateral lines to serve communities proposed to be served with natural 
gas for the first time, questions concerning the allocation of gas among many 
new and old customers of Northern, and questions relating to the applicability 
of Northern’s tariff to the disposition of the gas proposed to be made available 
in this proceeding. 

The record shows that the existing status on Northern’s system as the result 
of the certificates which have already been issued is that, on or before January 
1, 1954, physical facilities will have been constructed and gas will be available 
to enable Northern to transport, sell, and deliver up to 186,000 M. c. f. of natural 
gas per day without further construction of facilities. Further, the record shows 
that existing customers of Northern need, at this time, additional volumes of 
gas, in the specific amounts hereinafter set forth, to meet their 1953-1954 require- 
ments. For these reasons, and upon the basis of our consideration and examina- 
tion of the evidence of record and of the briefs and reply briefs which have 
been filed by various parties to the proceeding, we have concluded that our 
decision with respect to certain of the issues presented can and should be made 
at this time, and that a certificate should be issued authorizing Northern to 
operate facilities authorized to be constructed by our prior order hitherto re- 
ferred to; but that oral argument concerning remaining issues should be had 
before we render our decision in connection therewith. 

We deem it necessary to point out at the outset that we disagree with the 
contention of Northern and certain interveners, existing customers of Northern, 
that such customers are entitled, under Northern’s F. P. C. gas tariff, to addi- 
tional volumes of gas by reason solely of the contracts which they have executed 
with Northern. Contract demands, for which provision is made in section 9 
of the tariff, can only become effective upon a showing by or on behalf of exist- 
ing customers as to their actual requirements. The public interest requires 
only the disposition to them of the amount of pipeline sales capacity necessary 
to meet such actual requirements. 

So far as the certificate to be issued herein is concerned, we have concluded 
that only one customer, Minneapolis Gas Co., should receive a lesser volume of 
gas than it requested for 1953-1954. In this connection, we take note of the 
fact that Minneapolis, while continuing to maintain its position that it is entitled 
under Northern’s tariff to a contract demand of 240,000 M. c. f. per day during 
1953-1954, has stated in its reply brief that it is willing to accept the lesser volume 
proposed by the staff, which volume is 235,315 M. c.f. Such lesser volume would 
amount to an increase of approximately 25 percent over Minneapolis’ current 
contract demand of 187,738 M. c. f. per day, and would appear to be ample 
to take care of the company’s requirements, at least during the next 2-year 
period. Accordingly, the order herein will provide that Northern be authorized 
to sell and deliver to Minneapolis Gas Co. the volume of 235,315 M. c. f. per 
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day, subject to the filing by Northern of an executed service agreement with 
Minneapolis Gas Co. specifying such contract demand. 

We have concluded that the increased volumes of gas sought on behalf of other 
existing customers of Northern for 1953-1954 are needed by such customers 
to enable them to meet their growing market requirements in the communities 
already served by them. The increase in contract demands for each such custo- 
wer, including Minneapolis Gas Co., are shown in the following table: 


M. c. f. increase or 
decrease in 


Purchaser contract demand 
Sma TEE, THO isin ict niet ithe tel Nila 1, 553 
COOEIE Teer ee Ge GI Cie ck cc eter erciccwewnencuanssouneuas 11, 128 
SIE Ue WON I I is chert aeteninanidinldion Sscinctisibasid -- 
Se Se MN ila ids tcc ectetcessichdcknth hn aunieekeaenane 1, 000 
Creede Se Cicer nnsnnadnnbneige 103 
IN THONG GG cna Sitidteiiiceencenddaeeameanmmndoas *(120) 
Oe TRRGRRTEE Te Ce POE Cn owkiscc cis ctereiccneaaenns 10, 375 
Northwestern Light and Power Co____----- jeccea decadent maida 373 
eens Se Ge re aici tanner 1, 661 
OTE OU GRE Fe aaa citrine nant ——e 
Ry ee i rtresiciieenen aasuhsmcdedierad 5, 860 
OCPOOENeNE UCeerene SPUN Sk eeneeicwn ae 
II NI CIO nih ce sccicnin ccna eg epalecetiacicanbibapatantlahaiaaceieialaon _ 47,577 
OIIUES Deen WRUNG isa ie cceacntnmenemeendeneiee 150 
Minnesota Valley Natural Gas Co__....-..-._-__.-______- aaa oe 3, 430 
RITE STEP CD ean aii iti iscsi cence eneeeneaees Silk 851 
FOCI TUNIS IN ciate isis nce stp ticipiee nieninicieplpabeceecseabtcigannincdiaaiaia 1, 733 
A RL ee Ore ee ee er Ee er 943 
Dd ee ee ee ey EE ee oe 17, 208 
"Ur GE» Sar NOUN act casinos cha a a cite Ale ere 98 
Be eee CNINnI UII SPUN init dich ck eccscsa ascarid ceca nema = 3, 000 
EC alba i icieeeeetenwe tal ceace ae 500 
Se a ae ig siitd edt ec ee biceps bUetat paamrarte eine ae ee — 
TAI UTED» GURU” EF USIPURI i ae ts vette 203 


EU TOE OR Te Che a i icatcabnce ee ‘ *(20) 
Unallocated; Direct and Peoples Division (equivalent contrac 
demand) 





Net increase in contract demand__.......................- 163, 75 
* Indicates decrease in contract demand as requested by the customer. 















The record clearly shows that, to enable Northern’s present customers to meet 
the increasing requirements of their residential and commercial consumers 
within the markets already served by them during the 1953-1954 season, the 
additional contract demands set forth in the above table should be made avail- 
able to such customers forthwith, unless to do so would adversely affect the 
rights of other parties to the proceeding. We have concluded that such a certifi- 
cate may be issued at this time without in any way prejudicing the rights of any 
party to the proceeding. Such conclusion necessarily has entailed decision with 
respect to certain subsidiary issues which must be disposed of at this time. 
When Northern has completed the installation of all main-line facilities pro- 
posed in this docket, its sales capacity will be increased by 278,680 M. c. f. per 
day. If there is allocated 163,753 M. c. f. by interim order as we propose herein, 
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the total remaining available sales capacity to be subsequently allocated will be 
114,927 M. c. f., derived as follows: 


M.c.f. 
Increased sales capacity available January 1, 1954__-.-------- 185, 901 
Additional sales capacity available January 1, 1955_---------- 92, 779 







Total increase in sales capacity........................... 680 
I I i a ah hc dk Seclesicaennenii 163, 753 









Capacity to be disposed of by further order 


If gas were to be distributed to all new communities for which a supply of gas 
is sought in this proceeding, the total volume of gas necessary to meet the re- 
quirements of such communities on a peak day in the second year would be 
144,386 M. c. f. But our examination of the record indicates to us, first, that 
service should not be authorized in this proceeding to communities in South Da- 
kota by means of an extension of Northern’s facilities to Aberdeen, S. Dak. North- 
western Public Service Co., which represents most of these South Dakota com- 
munities, filed neither a brief nor a reply brief in this proceeding in support of 
its request for a supply of natural gas for service to such communities. Further- 
more, the record shows that Northern has entered into a precedent agreement 
with Northwestern, pursuant to the terms of which Northern is obligated, sub- 
ject to obtaining the requisite certificate authorization, to provide natural-gas 
service in the future to this area. There is no such proposal by Northern in this 
record, however, and we conclude that the question of the transportation, sale, 
and delivery of gas by Northern to Northwestern for ultimate distribution 
among such South Dakota communities must be deferred until such time as the 
parties to the precedent agreement submit to the Commission a firm proposal 
pertaining to such service. 

Likewise, we have concluded that the record will not support a finding that 
Northern should be required in this proceeding to provide natural-gas service to 
the Wisconsin communities (including Winona, Minn.) on whose behalf interven- 
tion was made in this proceeding. 

The record shows that the most inexpensive line to serve such communities 
would cost approximately $14,000,000 and that the estimated load to be obtained 
thereby would amount to some 40,851 M. ¢. f. of gas on a peak day in the second 
year. The expenditure of some $14,000,000 to obtain a peak-day load of 41,000 
M. c. f. per day in the second year must be contrasted with the expenditure of 
approximately $15,500,000 necessary to obtain a 
85,000 M. c. f. per day in 


other than the Wisconsin and South Dakota communities were to be directed. 


peak load of approximately 
the second year if service to all new communities 


We have already found that Northern’s existing customers will require 163,753 
M. c. f. to meet their peak-day requirements during 1953-1954. 


This volume 
of gas, when added to the additional volume of 41,570 M. ¢. f. sought on behalf 
of existing customers for 1954-1955, and the second year volume of 85,191 
M. c. f. of gas sought on behalf of new communities other than the Wisconsin 
communities and the South Dakota communities previously mentioned, totals 
290,514 M. e. f., which is more than the total proposed overall increase in 
Northern’s system capacity. The second-year requirements of the Wisconsin 
communities total 40,851 M. ec. f. Thus, if service to Wisconsin were to be 
directed, it would be necessary to deny service to some other new communities 
on behalf of which intervention has been made, and to reduce the volumes of 
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gas requested by Northern’s existing customers for 1954-1955, or to deny the 
requests of Northern’s existing customers for 1954-1955 in their entirety. 

Except for the Wisconsin and South Dakota communities hitherto referred 
to, most of the new communities on behalf of which service is sought lie reason- 
ably close to Northern’s already existing pipeline system or to extensions thereof 
proposed by Northern in this proceeding. Service to the Wisconsin communities, 
on the other hand, would involve a pipeline extension of considerable magnitude 
into an area not hitherto served by Northern. In these circumstances, we 
conclude, on the basis of the record herein, that Northern should not be directed 
in this proceeding to provide natural-gas service to Wisconsin. 

The quantity of gas potentially available for new communities, apart from 
those represented by Northwestern and the Wisconsin interveners, is 85,191 
M. c. f. This amount, added to the volume sought on behalf of existing cus- 
tomers for 1954-1955, totals 126,761 M. ¢. f., which is slightly in excess of the 
114,927 M. c. f. per day of salable capacity which is proposed to be made avail- 
able by Northern in 1954-1955. Questions concerning which of the new com- 
munities not already discussed herein should receive natural-gas service, and 
concerning the disposition of this volume of gas among the new and existing 
customers, are included in the matters which we intend shall be argued orally 
before we reach our final decision with respect to the remaining issues in this 
proceeding. 

We are aware of the fact that the certificate hereafter issued will result in 
increased sales of gas for industrial and boiler use. The showings made both by 
Northern and its existing customers contain estimates of increased volumes 
of annual sales in 1953-1954, some of which will involve the use of gas as 
boiler fuel. Concededly, Northern’s operations as hereafter authorized may 
result in the displacement of coal by gas in some instances. But such potential 
displacement must be weighed against the advantages to be had from the use 
of natural gas by consumers in the area to be served, the public interest of 
which has been clearly demonstrated on the record. We do not think that the 
possible displacement of coal by natural gas provides sufficient reason either 
to deny the certificate hereafter issued, or to impose specific conditions to such 
certificate of the nature suggested by the coal and railroad interveners. 

On the basis of the record herein, and the briefs and reply briefs submitted by 
the various parties to the proceeding, the Commission further finds: 

(1) Northern Natural Gas Co. is a “natural-gas company” within the meaning 
of the Natural Gas Act, subject to the jurisdiction of the Commission, as hereto- 
fore found in the proceeding at docket No. G—280, 3 F. P. C. 967. 

(2) The main-line facilities, construction of which was authorized under the 
certificate heretofore issued in docket No. G-2063 by the order accompanying 
opinion No. 249 issued May 1, 1953, and the loop and branch-line facilities de- 
scribed in the temporary certificate issued October 19, 1953, are proposed to be 
used in the transportation and sale of natural gas in interstate commerce, sub- 
ject to the jurisdiction of the Commission, as integral parts of Northern’s existing 
natural-gas pipeline system, and the construction and operation thereof by North- 
ern are subject to the requirements of subsections (c) and (e) of section 7 of 
the Natural Gas Act. 

(3) Northern is able and willing properly to do the acts and to perform 
the service hereinafter authorized, and to conform to the provisions of the 
Natural Gas Act and to the requirements, rules, and regulations of the Commis- 
sion thereunder. 
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(4) Operation of the facilities authorized to be constructed pursuant to the 
Commission’s order issued May 1, 1953, construction and operation of the facili- 
ties described in the temporary certificate issued October 19, 1953, and the sale 
and delivery of natural gas by Northern to existing customers as heretofore 
described to enable such customers to meet their 1953-1954 market requirements 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered. 

(5) It is reasonable, and the public convenience and necessity require, that 
the provisions of section 154.22 of the Commission’s regulations under the Nat- 
ural Gas Act be waived, and that copies of executed service agreements, except 
for that with Minneapolis Gas Co., embodying contract demands of Northern's 
existing customers for 1953-1954 heretofore tendered for filing by Northern on 
November 25 and December 11, 1953, be deemed to have been filed as of the date 
of issuance of this order, to be effective as of December 27, 1953. 

(6) The executed service agreement with Minneapolis Gas Co. hitherto filed 
by Northern on November 25, 1953, should be rejected and Northern should be 
directed to file a new service agreement with Minneapolis Gas Co. as hereinafter 
ordered. 

(7) It is reasonable and in the public interest to require, as a condition to 
the exercise of rights under the certificate hereinafter granted, that Northern 
shall not sell as firm contract demand any volumes of gas in excess of the 163,753 
M. ec. f. hereinafter authorized to be sold to existing customers to meet their 
1953-1954 requirements, unless and until otherwise provided by order of the 
Commission. 

(8) It is in the public interest and it is necessary and appropriate to carry 
out the provisions of the Natural Gas Act to grant the motion for oral argument 
hitherto filed by Northern, said oral argument to be held at the time and place 
hereinafter designated. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued to Northern Natural Gas Co. authorizing operation of the facilities here- 
tofore authorized to be constructed by the order accompanying opinion No. 249 
issued May 1, 1953, construction and operation of the facilities described in the 
temporary certificate issued October 19, 1953, and the sale and delivery of vol- 
umes of gas to existing customers of Northern to enable such customers to meet 
their 1953-1954 requirements as heretofore specified. 

(B) This certificate shall be accepted in writing and under oath by a respon- 
sible official of Northern Natural Gas Co., and the general terms and conditious 
set forth in paragraphs (1), (2), (3) (i), (3) (iii), (83) (iv), and (5) of section 
157.20 of the Commission’s general rules and regulations, including its rules of 
practice and procedure (18 C. IF. R. 157.20), shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 

(C) As an additional condition to the exercise of rights granted herein, North- 
ern shall not sell as firm contract demand any volumes of gas in excess of 163,753 
M. c. f. per day herein authorized to be sold, unless and until otherwise ordered 
by the Commission. 

(D) The provisions of section 154.22 of the Commission’s rules and regulations 
under the Natural Gas Act be and the same hereby are waived, and copies of the 
executed service agreements heretofore tendered for filing by Northern on Novem- 
ber 25 and December 11, 1953, except that with Minneapolis Gas Co., be and the 
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same hereby are accepted for filing as of the date of issuance of this order, to 
be effective as of December 27, 1953. 

(E) The aforesaid copy of the executed service agreement with Minneapolis 
Gas Co. be and the same hereby is rejected, and Northern be and it hereby is 
directed to file, within 10 days from the date of issuance of this order, a copy 
of a new servicc agreement with Minneapolis Gas Co. embodying the contract 
demand heretofere specified, said service agreement to be effective as of Decem- 
ber 27, 1953. 

(F) To the extent herein set forth, the motion by Northern Natural Gas Co. 
for oral argument be and the same hereby is granted, and oral argument be 
held commencing at 10:00 a. m. (E. S. T.) on January 28, 1954, in a hearing 
room of the Federal Power Commission, 441 G Street, N. W., Washington, D. C., 
concerning all matters and issues not disposed of by the order herein. 

(G) Parties to this proceeding who intend to participate in the oral argument 
shall so notify the Secretary of the Commission, and in such notification shall 
state the time requested for presentation of their argument; such notification 
shall be made not less than 10 days prior to the date heretofore fixed for the 
oral argument. 

Commissioner Smith not participating. 


Order approving proposed settlement and requiring tariff revisions to be filed 
Transcontinental Gas Pipe Line Corp. 
Docket No. G—2075 
December 30, 1953 


This is a rate proceeding arising from rate increases filed by Transcontinental 
Gas Pipe Line Corp. (Transco). The record herein has been certified to us for 
approval of a proposed settlement, as stated on the record by Commission staff 
counsel in open hearing and as agreed to by all parties to the proceeding on the 
record. Upon consideration of the record, we approve the terms of the pro- 
posed settlement, permitting the agreed upon rate increases to become effective 
subject to the terms and conditions, agreed to by the parties, as hereinafter set 
forth. 

On September 17, 1952, Transco filed with the Commission proposed second 
revised sheets Nos. 5, 9, 12, 17, 19, and 24, third revised sheet No. 16, first revised 
sheets Nos. 39, 40, and 41, and original sheet No. 41—-A to Transco’s F. P. C. 
gas tariff, original volume No. 1. By these filings Transco’s proposed rate in- 
creases would have resulted in increased revenues of approximately $9,819,394, 


based on estimated sales of 173,366,309 M. c. f. fer the 12 months ending Sep- 
tember 30, 1953.* 


On October 15, 1952, pending a hearing and the Commission’s decision upon 
the question of the lawfulness of the rates proposed by Transco, the Commis- 
mission suspended the proposed tariff sheets until March 18, 1853, and until 
such further time thereafter as such proposed tariff sheets might be made effec- 
tive in the manner prescribed by the Natural Gas Act. 


1A comparison of the proposed increases under the settlement with the increases 
proposed September 17, 1952, appears in appendix A hereto. 
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Pursuant to Commission order, hearing was commenced with regard to the 
proposed rates on December 1, 1952. Following various recesses and continu- 
ances during which there were 43 actual days of hearings, hearings were 
resumed on December 7, 1953. In the interim, by order issued on March 26, 
1953, the suspended tariff sheets were permitted to become effective as of March 
18, 1953, under bond and subject to refund, with interest, of the portion of the 
increased rates and charges which the Commission might find not justified. 

At the conclusion of the hearing session on December 7, 1953, the hearing was 
recessed from day to day, pursuant to request by all parties, to permit the parties 
to confer respecting the possibility of agreement on or simplification of the issues 
involved in the proceedings. On December 17, 1953, final agreement was reached 
by the parties as to the rate increases to which Transco was entitled, the rates to 
be observed by Transco under its various rate schedules in the respective zones, 
and the terms and conditions to be attached to the settlement. 

On the basis of an extensive field examination of the books, records, and op- 
erations of Transco, the Commission’s staff computed a net investment rate base 
for the 12 months ending September 30, 1954, of $242,505,207, with no allowance 
for working capital because of available Federal income tax accruals. Based 
upon a 6 percent rate of return upon this rate base, and estimated sales and 
transportation of 191,000,000 M. c. f. for the 12 months ending September 30, 
1954, the staff developed an overall total cost of service of $60,901,800. 

Transco contends that an amount of $5,372,025, less related accrued deprecia- 
tion, representing financing costs associated with its 6 percent interim notes 
convertible into preferred stock on May 1, 1951, in the amount of $26,500,000, 
which were issued by Transco to finance in part the facilities authorized in docket 
No. G-704, should be added to the above-described rate base of $242,505,207. On 
the basis of a 6 percent rate of return on Transco’s computed rate base of 
$247,373,659, which includes the financing cost items less the related deprecia- 
tion reserve, Transco’s overall total cost of service would be $61,845,656, also 
based on estimated sales and transportation of 191,000,000 M. c. f. for the 12 
months ending September 30, 1954. All parties to these proceedings have agreed 
that the issue with respect to the claimed financing costs shall be reserved for 
future disposition by the Commission. 

These costs of service computations were presented to all parties to these 
proceedings in the conference, and it was agreed that Transco will, as soon as 
possible, file the following revisions to its F. P. C. gas tariff, original volume 
No. 1, which will supersede the revised sheets which were placed under bond on 
March 18, 1953: third revised sheets Nos. 5, 9, 12, 17, 19, and 24, and fourth 
revised sheet No. 16. These revised sheets will contain the following rates: 


! 
| 
| Demand Com- 
| Rate charge modity 
Type of service | schedule per charge 
| M.c.f per 
M.c. f. 
Cents 
| ee CD-1 $1. 89 2014 
CcCbD-2 2.37 21's 
CD-3 2.95 22% 
Pemeral GOES... ..< ccnecsccccce~ G-1 2. 26 2014 
G-2 2.79 21% 
G-3 | 3.42 2244 


The demand components in the above rates include the following amounts 
reflecting the disputed rate base items which will be conditionally refundable 





> 
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pending final disposition by the Commission of such disputed items or of a 
court of competent jurisdiction, if review is had: 
Rate schedule Monthly demand charge 


conditionally refundable 
per M. c. f. of billing demand 


CORD is saosin sence tices creasing saauen cman ae tahsiomicaoniinialahpmanm aaa $0. 09 
CI ici ca sissies sssescc ical dasa captain -12 
OSI acct tet ets te oa asia aa anette een ealaamiieets 15 
bn on incccsintidannwamienaininwatnpanmmaa aaa one 
OG nscieniiienlndieninditiniiidiecntniamn maa .14 
Gis cincicnssntisssocarntncemaabicttadatm nites tang aneiicmgadma 17 


Where applicable the minimum annual bill amounts corresponding to the 
foregoing rates shall be included in the appropriate tariff sheets. 

It was agreed that the application of the above-described rates to estimated 
jurisdictional sales under such rate schedules of 185,000,000 M. c. f. for the 
12 months ending September 30, 1954, is estimated to yield revenue of $60,269,161. 
Such sum, plus estimated revenues from transportation of $440,000 (schedule 
X-1) and estimated direct sales revenues of $1,136,000, compares with the 
cost of service of $61,845,656. Such rates are found to be just and reasonable 
provided that the portion of the demand charges associated with the disputed 
rate base items are continued in effect under bond, pending final determination 
by the Commission. The estimated revenue effect by rate schedules is shown 
in appendix B hereto. 

It was further agreed that the cost of service, including the disputed rate 
base items of approximately $5,372,025 less the related depreciation reserve for 
the period from March 18 through November 30, 1953, is $42,455,960 and that 
refunds shall be computed as if the rates, which are to be made effective as of 
December 1, 1953, were effective during the period from March 18, 1953, through 
November 30, 1953. Upon the basis of such rates, the amount presently refund- 
able to Transco’s customers is approximately $1,563,141. Transco agrees to 
refund to its customers entitled thereto within 30 days from the date of the 
issuance of this order the approximate amount of $1,563,141 together with 
interest at the rate of 6 percent per annum from the respective dates of receipt 
of the amounts making up said $1,563,141. 

It was further agreed that on the basis of the above-described computation 
the amount remaining in Transco’s hands for the period from March 18, 1953, 
through November 30, 1953, relating to the rate base items less the related 
depreciation reserve is approximately $568,955. The refundability of any of 
the amount of $568,955 is to be dependent upon a final order of the Commission 
or a court of competent jurisdiction if review is had. 

The Commission finds: 

(1) The proposed settlement of the rate proceedings on the basis heretofore 
described, subject to the terms and conditions hereinafter ordered, is appropri- 
ate and in the public interest in carrying out the provisions of the Natural Gas 
Act and should be approved and made effective as hereinafter provided and 
ordered. 

2) Transco should refund, within 30 days from the date of the issuance of 
this order, to its firm customers for the period extending from March 18, 1953, 
through November 30, 1953, the amount of approximately $1,563,141, plus six 





2 Total sales and transportation of 191,000,000 M. c. f., less 4,000,000 M. c. f. direct 
sales and 2,000,000 M. c. f. of transportation. 





1474 FEDERAL POWER COMMISSION 


percent interest per annum from the respective dates of the receipt of the 
amounts of which the $1,563,141 is composed. 

(3) Transco should maintain under the bond which was accepted by the Com- 
mission on April 10, 1953, the amount of approximately $568,955, relating to the 
increased charges associated with the disputed rate base items of $5,372,025, less 
the related depreciation reserve which amount has been collected by Transco 
from its customers during the period from March 18, 1953, through November 30, 
1953. In addition, Transco should maintain under said bond all amounts associ- 
ated with the disputed rate base items to be collected by Transco under the con- 
ditionally refundable demand charges hereinabove set forth for the period from 
and after December 1, 1953, and until such further time as is necessary pending the 
issuance of a Commission order disposing finally of the issues pertaining to the 
disputed rate base items. 

(4) If the so-called Texas gathering tax is held to be invalid by the final 
judgment of a court of competent jurisdiction, Transco, upon receipt of any refund 
of such tax which has been paid by it upon gas later sold in interstate commerce 
for resale, should distribute such amounts so refunded in respect to such gas among 
all its resale gas customers, without additional cost or liability to Transco, such 
distribution to be in proportion to the total volume of gas purchased from Transco 
during the period from and after March 18, 1953. Further, if such tax is invali- 
dated, Transco should, in reference to its sales of natural gas subject to the juris- 
diction of the Commission, within 90 days from the date of such invalidation, file 
a reduction in the commodity charges in its rate schedules G—1, G-2, G-3, CD-1, 
CD-2, and CD-3 equal to the savings resulting from such invalidation, such reduc- 
tion to be retroactively effective to the date of such invalidation. 

(5) In the event that the actual Federal income tax payable by Transco is 
fixed at either more or less than the rate of 52 percent during the period 
after December 1, 1953, and prior to December 31, 1954, Transco should within 
the time hereinafter specified file revised rate schedules CD and G which will re- 
flect the increase or decrease in the Federal income taxes payable by reason of a 
change in the tax rate of 52 percent, such increase or decrease to be equitably 
apportioned among such rate schedules in the three zones on Transco’s system. 

(6) It is appropriate and in the public interest in carrying out the provisions 
of the Natural Gas Act that all the issues in these proceedings with the exception 
of those relating to the disputed rate base items of $5,372,025 and related de- 
preciation reserve of $351,845 be disposed of at this time, and that such 
disputed items be and the same hereby are reserved for disposition by further 
order of the Commission. 

(7) The terms and conditions relating to billing practices and payment of 
bills embodied in first revised sheets Nos. 39, 40, 41, and original sheet No. 41-A 
to Transco’s F. P. C. gas tariff, original volume No. 1, are appropriate and in 
the public interest in the circumstances of this case. 

The Commission orders: 

(A) The increase in rates and charges embodied in Transco’s second revised 
sheets Nos. 5, 9, 12, 17, 19, 24, and third revised sheet No. 16 to Transco’s F. P. C. 
gas tariff, original volume No. 1, with the exception of those amounts associated 
with the disputed rate base items and with the related depreciation reserve, be 
and the same are hereby disallowed. First revised sheets Nos. 39, 40, 41 and 
original sheet No. 41—A be and the same are hereby permitted to go into effect 
on December 1, 1953. 
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(B) Within 30 days from the date of issuance of this order, Transco shall 
file the following revised tariff sheets, third revised sheets Nos. 5, 9, 12, 17, 19 
and 24 and fourth revised sheet No. 16 to its F. P. C. gas tariff, original volume 
No. 1, bearing an effective date of December 1, 1953, reflecting the rates approved 
in the proposed settlement. Such tariff sheets shall be subject to the condi- 
tions described in findings (2) through (6) above. 

(C) Transco, over the signature of a responsible officer, shall tile with the 
Commission within 10 days from the date of the issuance of this order, in writing 
and under oath, an original and four conformed copies of its acceptance of the 
terms and conditions of this order, and within 45 days from the date of issuance 
of this order, shall submit the details of its calculations resulting in the refund 
of approximately $1,563,141, together with interest at the rate of six percent per 
annum, from the respective dates of receipt of the amounts making up said 
approximate amount of $1,563,141, ordered pursuant to finding (2), and shall 
submit therewith copies of releases from its wholesale customers with respect to 
such refunds. 

(D) Transco shall keep and maintain under the bond, which was aecepted 
by the Commission on April 10, 1953, the amount of approximately $568,955, 
relating to the increased charges associated with the disrupted rate base items 
of $5,372,025 less the related depreciation reserve, which amount has been col- 
lected by Transco, from its customers during the period from March 18, 1953, 
through November 30, 1953. In addition, Transco shall maintain under said 
bond all amounts associated with the disputed rate base items to be collected 
by Transco under the conditionally refundable demand charges hereinabove 
referred to for the period from and after December 1, 1953, and until such fur- 
ther time as is necessary pending the issuance of a Commission order dispusing 
finally of the issues pertaining to the disputed rate base items. 


(E) In the event that the Federal income tax rate during the period after 
December 1, 1953, and prior to December 31, 1954, is more or less than 52 percent, 
Transco shall file within 30 days fon the date of such change in the tax rate 
revised schedules of rates for contract demand (CD) and general service (G) 


reflecting the increase or decrease in Federal income tax payments, such revised 
filings to be made effective with the effective date of such change in tax rates. 

(F) The record in this proceeding shall remain open in accordance with the 
ruling of the presiding examiner as contained in the record, for such further 
hearings as shall be necessary to enable disposition of the disputed rate base 
items and related matters: and the hearings herein be and the same hereby are 
adjourned to reconvene on January 25, 1954, at 10: 00 a.m. (E. S. T.) in a hearing 
room of the Federal Power Commission, 441 G Street, N. W., Washington, D. C. 

(G) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by the Commission in any proceeding now pending or 
hereafter instituted by or against Transcontinental. 

Commissioner Doty not participating. 
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APPENDIX A 
TRANSCONTINENTAL Gas Pipe LINE Corp. 


Docket No. G-2075 


Comparison of increased revenues under proposed settlement rates with rate increase application filed 
September 17, 1952, based upon estimated sales for year ending eee 30. 1953 


Increase by proposed 
Revenue Rate increase settlement rates 
| under rates application 
Purchaser superseded proposed 
Mar. 18, 1953 increase Commission | _Effective 
| staff! basis | Dec. 1, 1953 


Rate schedule CD-2 | | 





Consolidated Edison Co. of N. Y., Inc. r . 971, 950 2, 882, 670 $2, 039, 625 
Brooklyn Union Gas Co-_-_..--- on ‘ . 350, 335 | , 668, 995 | 1, 164, 053 
Brooklyn Borough Gas Co --- 802. 011 5,791 | 123, 287 
Kings County Lighting Co —- Sears 741, 216 5, 516 115, 644 
Public Service Elec. & Gas Co_--..---- inal 7, 995, 22: , 539, 385 1, 089, 188 
Philadelphia Electric Co — eo , 670 652, 125 
South Jersey Gas Co eee , 253, 552 39, 412 309, 468 
Elizabethtown Consol. Gas Co... sane , 207, 276 , 220 193, 430 
Long Island Lighting Co sae 3, 717, 525 , 765 | 506, 438 
The Phila. Gas Works Co... __- dabei 2, 665. , 190 375, 165 
Piedmont Natural Gas Co., Inc | 535, 3 54, 781 | 


| 
| 
| $2, 304, 225 
1, 318, 853 
141, 287 
132, 744 
1, 230, 488 
736, 725 
| 
| 


Rate schedule G-1 


Alexander City, Ala 
Winder, Ga-- 
Atlanta Gas Light Co 
Butler, Ala 

Linden, Ala 

Newton County Gas Co- 
Commerce, Ga 

Georgia Gas Co. 
Thomaston, Ala 
Roanoke, Ala 

Monroe, Ga 

Clanton, Ala 

Wadley, Ala_- 

Buford. ‘Ga 

Sugar Hill, Ga- 
Jefferson, Ga 
Lawrenceville, Ga 


Rute scheiule G-? 


Bowman, G: 
Elberton, Ga 
Clinton Newberry Ni ~ - Authority- 
Public Serv. of N. C., 
Danville, Va_-_- 13, 092 
Carolina Natural Gas C ~— = 5, . 250 
Frederick Gas Company, Inc_. ‘ 36, 2: . 116 , 272 
Hartwell, Ga. \ , 054) 
Blacksburg, 8. C a 127 
Toccoa, Ga _.. ‘ 86, 296 9, 816 547) 
Laurens, S. C- 5. 004 
Royston, Ga.__- , 677) 
North Carolina Gas C orp. eimencnbecinat ) , 2, 776 
South Carolina Gas Co ___-- innclipikts aetechagal 3, , 87: 3, 235 
Southwestern Va. Gas Co = neal h, 88: 7, 577 , 640 


(160) 
(2, 029) 
1, 798 
4, 604 


Us ocasesdane ecacmesasetousensscel 9, 204, 179 | 9, 819, 394 6, 628, §21 7, 327, 107 


1 Based upon Commission staff’s contentions as to disputed rate hase items 
( ) Denotes decrease. 





"I-X A8Nporyos a781—"0H [10 ung 40) UOT eJIOUsuUTI | ¢ 


“4800 JO SUI9}] OSBq 9781 PaINds|p JulJIIpo1 SONUGADI SapNpoUy “JueUII[I}es pesodold sepuN gYBT ‘[ JeqQuIZdaCT 9A110aY9 9q 07 SoIBA UOdN posEg ¢ 
‘SUL9}] OSEq 8781 PaNds}p JO Ud{SNjOAr9 UOdN paseq sedBYyO puBUIIP JOMOT SPDegIH | 


986 ‘TT9 "LZ 


O29 ‘$99 ‘9 gug ‘oe ‘OT TOT “Cbs ‘19 968 ‘L88 ‘09 O88 “BBL ‘69 12Z ‘EES “bs 000 ‘000 ‘161 | 000 ‘BES ‘9 SITVS [810], 


000 ‘YSt ‘T 000 ‘9ET 000 ‘000 “F SIS WII 
029 ‘699 ‘9 999 “oes ‘OL T9T ‘602 ‘09 $68 “ISL , % ‘L60 "ES 000 ‘000 "Z81 3 “* “safes [BUO!JOIpsiNf [vj07, 


986 ‘T19 “Z 


oe ex oe 000 ‘OFF 000 ‘OFF 000 ‘OFF 000 ‘000 ‘% ¢ UONTBOdSURL J, 
dala ne : es 5 0 SUB SSdOXA 


986 ‘1T9 “2 029 ‘bS9 ‘9 S¢9 ‘See ‘OL T9T ‘692 ‘09 968 ‘TIE 1 ‘ee GEz ‘L¢9 ‘ZS 000 ‘000 ‘¢sT ’ Sa[Vs ULIY [810 


G68 ‘192 ‘Z 060 ‘ZI ‘9 122 ‘801 6 SOL ‘116 ‘es | Ooe* Bg OLZ ¢ 000 “002 ‘99T 

ZeL 6 | 0198 SLL ‘OI | 22g ‘29 OS | OFS ‘L9 000 ‘002 o‘ 

| | | | g 2u0Z 
| 


TLI ‘221 $60 ‘OIT 609 “ETL q | SZb ‘620 oee ‘E16 ‘% 000 ‘002 “6 


Lie ‘Il $20 ‘201 66L ‘veh 962 ‘SIT * ; OSL “G10 % | 000 ‘00F ‘9 
g au0Z 


0 
J] au0z 


10 

128 ‘ges 008 ‘SI$ } 690 ‘O10 ‘I$ | 000 ‘000 
| 
| 


s1SBq | 


¢ Ausdm0g | siseq ; pris eget | 
soqei popuog | ; Auvdur0o 1 PRis seq so}el ‘SI Yonyy euln | pusurep Zur 


—_—_—_—_ quaseid Aq qUeTII[I}0g pesodoig papuog popes -{OA enuuy | -[[1q “SOW ZI 
| 
| 








$9381 JUOUI esuelJU] JUISAId -ladns soqey SaINpsyos 93v1 puv seuo0z pssodoig 


-0[3198 pesodoid Aq eseoluy 














esBel0U] ONUdANY sonudady (813d L°bT PW) Stun sary | 





£S6I ‘OF Jaquiajdeg Surpusa 
syyUOU ZT 1O0j Sajes payeuTysa uUOdN poseq ‘soywi YUOUIATI}es pasodoid puv ‘yuaseid ‘papasiodns wo1y sanusaas JO uostuBdu0,) 


“duOf) ANI'T Adig SV) IVINANILNOOSNVE YT 


ad XIGNAddV 



















































1478 FEDERAL POWER COMMISSION 


Findings and order issuing certificate of public convenience and necessity 
United Gas Pipe Line Co. 
Docket Nos. G—2258 and G—2259 
December 30, 1953 


United Gas Pipe Line Co. (applicant), a Delaware corporation having its prin- 
cipal place of business at Shreveport, La., filed, on September 24, 1953, applica- 
tions in docket Nos. G-2258 and G-2259 for certificates of public convenience 
and necessity pursuant to section 7 of the Natural Gas Act, authorizing construc- 
tion and authorization of facilities to enable it to transport, deliver, and sell 
natural gas to its affiliate, United Gas Corp., for resale and distribution by the 
latter corporation in five Mississippi (docket No. G-2258) and five Louisiana 
(docket No. G-2259) communities. Supplement to such applications were filed 
on October 9, 1953. 

3y order issued December 11, 1953, such applications were consolidated for 
purposes of hearing and disposition, and, pursuant to the same order, a public 
hearing, after due notice, was held in Washington, D. C., on December 29, 1953, 
respecting the matters involved and the issues presented by the consolidated 
applications. No protest to either app'ication has been received. 

The facilities proposed to be constructed by applicant include 10 segments of 
lateral pipelines and appurtenant facilities to extend from applicant’s system to 
the town borders of the Mississippi communities of Bassfield, Georgetown, 
Osyka, Sumrall, and Mize and the town borders of the Louisiana communities 
of Dodson, Gloster, Goldonna, Grand Cane, and Longstreet. Cost of construction 
of such facilities is estimated to be $265,140, and the estimated peak-day require- 
ments of all ten communities in the third year is 1,548 M. c. f., with estimated 
annual requirements in the same year amounting to 154,488 M. ec. f. 

The record shows that applicant can finance such pipeline extensions from 
funds on hand, and that sales to United Gas Corp. would be made initially under 
applicant’s existing rate schedules G-1C and G-1J. However, the record also 
shows that United Gas Corp. has not received franchises authorizing it to 
operate distribution systems in all of the 10 communities proposed to be served 
in docket Nos. G—2258 and G-—2259. 

The Commission find: 

(1) Applicant, a Delaware corporation, having its principal place of business 
at Shreveport, La., owns and operates a natural-gas transmission pipeline system 
located in the States of Texas, Louisiana, Mississippi, Alabama, and Florida, 
and by means of such operations is engaged in the transportation and sale of 
natural gas in interstate commerce for resale for ultimate public consumption, 
subject to the jurisdiction of the Commission, and is, therefore, a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of November 10, 1942, in docket No. G-—232, 3 
F. P. C. 863. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as integral parts of applicant’s existing 
pipeline system, and the construction and operation thereof by applicant are sub- 
ject to the requirements of subsections (c) and (e) of section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 
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(4) The proposed construction and operation of the facilities hereinbefore de- 
scribed are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and condi- 
tions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and (5) 
of section 157.20 of the Commission’s rules and regulations, including the rules 
of practice and procedure (18 C. F. R. 157.20) should attach to the issuance of 
the certificate referred to in paragraph (4), above, and to the exercise of the 
rights granted thereunder, and that the time within which construction of facili- 
ties authorized by this order shall be completed and said facilities placed in 
actual operation should be fixed at 6 months from the date on which this order 
issues. 

(6) It is reasonable and the public convenience and necessity require the at- 
tachment of additional conditions to the certificate granted applicant as here- 
inafter ordered. 

(7) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of section 1.32 (b) of the 
Commission’s rules of practice and procedure (18 C. F. R. 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceedings. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant to construct and operate the facilities herein- 
before described, all as more fully described in the applications herein, for the 
transportation and sale for resale of natural gas as therein set forth, upon the 
terms and conditions of this order: Provided, however, That (1) the certificate 
hereby issued shall be effective only with respect to facilities to be constructed 
and operated to enable natural-gas service to be provided to such communities 
named in the respective applications as have already granted United Gas Corp. 
a franchise or shall do so within 90 days from the date of issuance of this order; 
and (2) the service herein authorized shall be rendered initially under Applicant’s 
existing Rate Schedules G—1C, and G—1J. 

(B) This certificate shall be eecepted in writing, and under oath by a re- 
sponsible official of applicant, and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv), and (5) of section 157.20 of 
the Commission’s rules and regulations, including the rules of practice and pro- 
cedure, shall attach to the issuance of the certificate granted in paragraph (A) 
hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of section 
157.20 of the Commission's rules of practice and procedure is hereby fixed at 
6 months from the date on which this order issues. 

Commissioner Doty not participating. 


Order to show cause 
Texas Gas Transmission Corp. 
Docket No. G—2345 


December 30, 1953 


Texas Gas Transmission Corp. has filed its reclassification and original cost 
studies of its gas plant, in compliance with the requirements of gas plant accounts 
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instruction 2—D of the uniform system of accounts prescribed for natural gas 
companies, and the Commission’s order No. 73 with respect thereto. Subsequently, 
the Commission’s staff made a field examination of the original cost studies, 
after which conferences were held with company representatives concerning 
proposed adjustments to the plant accounts in the amount of $1,189,456.05, repre- 
senting charges considered to be improper. Of this amount, agreement was 
reached as to $554,968.69 and Texas thereafter reduced its plant accounts ac- 
eordingly. The remainder of the proposed adjustments, $634,487.36, arose from 
accounting entries reflecting the following: 


INTEREST DURING CONSTRUCTION 


Interest during construction was capitalized in the aggregate amount of 
$2,060,221.74, for the period from September 1947 through December 1949, on 
funds expended in the construction of company facilities authorized by the Com- 
mission in the certificate issued March 30, 1949 at docket No. G—859. 

Such funds were derived from the company’s equity funds, the issuance to 
banks of $7,750,000 of 2% percent notes, and the sale of $60,000,000 of 35, 
percent first mortgage bonds. The bonds were sold on December 23, 1948, but, 
in accordance with the terms of the indenture, the proceeds, thereof were not 
available to Texas until the date of issuance of the certificate in docket No. G—S59. 
After issuance of the certificate, on March 30, 1949, Texas used a portion of the 
proceeds to retire the bank loans then outstanding. 

After the conclusion of the field examination, Texas made a recalculation of 
the accruals of interest during construction which resulted in a reduction of the 
total amount by $7,148.20, or from $2,060,221.74 to $2,053.073.54, but the company 
has not made entries in the accounts giving effect to this revision. 

The company’s revised interest calculations show, in substance, the following 
claimed legitimate charges to its plant accounts: 


Interest on | Interest and | Interest on 


$7,750,000 expense on | equity funds 
Period 242 percent $60,000.000 at 6 percent Total 
bank loans 35% percent per annum 
bonds 

September 1947 through Dec. 22, 1948. _- $32, 918. 36 *$138, 970. 48 $171, 888. 84 
Dec. 23, 1948 through March 1949 _. 50, 392. 45 $423, 853. 99 41, 512. 11 515, 758. 55 
April 1949 through December 1949 ‘ 1, 317, 177. 46 98, 641.14 1, 415, 818. 60 
Total . 83, 310.81 | 1,741,031. 45 279, 123. 73 2, 103, 465. 99 


Less: Interest on 234 bank loan from Dec. 23, 


1948 through March 1949... saat Pe 50, 392. 45 


| 2, 053, 073. 54 





*Including period through December 31, 1948. 


As appears from the foregoing tabulation, Texas has deducted from the 
capitalized interest the amount of $50,392.45 attributable to the interest on bank 
loans between December 23, 1948, and April 1, 1949, notwithstanding the avail- 
ability of such funds for construction purposes during that period. Included, 
however, is $423,853.99, representing the bond interest accruing during the 
period, although the bond proceeds were not available to the company for con- 
struction or any other purpose until after March 30, 1949. 

It therefore appears that the company’s plant accounts may be overstated in 
the amount of $380,609.74, determined as follows: 
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Item Amount 
Improper charges of bond interest, Dec. 23, 1948 through Mar. 
SO, Oa in sks snitch i icine $423, 853. 99 
Excess of capitalized interest revealed by company’s recalcula- 
Ci OI ith aiescceiita acest tisieniceapiinit ts careless ania 7, 148. 20 
I sticciinccsstnntscnisaciinttci tcc ta aa alta aaa 431, 002. 19 
Less: 
Interest on bank loans from Dec. 23, 1948 to April 1, 1949, 
CG Tair ceresstetnicinteiciicpeanicisaetbiniiahibniniiataliical 50, 392. 45 
TRE: ON a iectista cis isan lecithin catia nina ccceaiasesianliint 380, 609. 74 


Charges paid to affiliated company on steel plate purchases 


During 1948 and 1949, Texas acquired 181,341.16 tons of steel plates for fabri- 
eation into pipe from Pittsburgh Coke & Chemical Co. (Pittsburgh) at a cost 
of $15,799,138.83, and entered corresponding charges in its plant accounts. Of 
this amount, $253,877.62 was stated by Pittsburgh to represent “handling charges” 
assessed on the basis of $1.40 per ton of plate. 

As disclosed by various reports filed with the Commission and with the Securi- 
ties and Exchange Commission, the president of Texas, as of December 31, 1948, 
was one J. H. Hillman, Jr., who was also chairman of the board of Pittsburgh. 
Moreover, members of the Hillman family owned, directly or beneficially, the 
controlling interest in Pittsburgh as well as in three affiliated companies which, 
in turn, held 1,032,189 shares, or 46.8 percent, of the voting stock of Texas, in 
the following proportions : 

Company Shares 
W. J. Rainey, Ime, Pittebureh, Pa......2.0sncn nesses _. 446,273 
Hecla Coal & Coké Co., Pittsburgh, Pa_....._.....__________-_- 296, 399 
Pennsylvania Industries, Inc., Pittsburgh, Pa 289, 517 


1, 032, 189 


In view of these indications that Texas and Pittsburgh were under common 
direction and control at the time of these acquisitions of plate, the Commission’s 
staff examined the books and records of Pittsburgh in order to ascertain the 
actual cost of the plate to Pittsburgh. These studies have shown that the billed 
cost to Texas did not exceed the actual legitimate cost to Pittsburgh, except for 
the aforementioned “handling charges” and certain discount items for which 
Texas has made voluntary adjustments. 

It appears, however, that the “handling charges” of $253,877.62 may represent, 
in whole or in part, profits paid to an affiliate in contravention of the Commis- 
sion’s “no-profits-to-affiliates” rule. It further appears that the plant accounts 
of Texas may be overstated in the amount of $253,877.62 as a result of the above- 
described transactions. 

The Commission orders: 

(A) The aforementioned charges of $380,609.74 and $253,877.62, totaling 
$634,487.36, to the plant accounts of Texas, reflecting, respectively, capitalization 
of interest during construction, and the stated cost to Texas of steel plates ac- 
quired from Pittsburgh, are questioned. 

(B) Texas shall present any justification there may be for its accounting for 
the foregoing items and shall show cause, if any there be, why it should not, by 
appropriate accounting entries, reduce its plant accounts by the amount of 
$634,487.36, such showing to be made in writing and under oath, within 30 days 
from the date of issuance hereof. 
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(C) A public hearing be held in the Commission’s hearing room, 441 G Street, 
N. W., Washington, D. C., at a date and time to be hereafter fixed, with respect 
to the issues involved in the proceedings. 

(D) Interested State commissions may participate in the hearing ordered in 
paragraph (C), as provided by rules 1.8 and 1.37 (f) of the Commission’s rules 
of practice and procedure, dated January 1, 1948 (18 C. F. R. 1.8 and 1.37 (f)). 
Commissioner Doty not participating. 


Order amending order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G-—1630 


December 31, 1953 


The Commission on June 23, 1952, issued a certificate of public convenience and 
necessity in docket No. G-1630 pursuant to section 7 of the Natural Gas Act, 
authorizing El Paso Natural Gas Co. (applicant) to construct and operate cer- 
tain natural gas pipeline facilities, including 3 miles of 10%4-inch natural gas 
pipeline extending from applicant’s Topock meter station to a point on the 
Arizona-California boundary at the center line of a bridge crossing over the 
Colorado River near Topock, Ariz., for the sale and delivery of up to 20,000 
M. c. f. of natural gas per day to Nevada Natural Gas Pipe Line Co. (Nevada 
Natural) for resale. 

By application filed October 7, 1953, applicant has requested amendment of its 
certificate issued in docket No. G—1630: 

(1) To authorize applicant to join with Nevada Natural in the construction 
and operation of the proposed crossing over the Colorado River near Needles, 
Calif., in lieu of Topock, and the construction and operation of approximately 3 
miles of 10%-inch pipeline extending northwesterly from a point adjacent to 
applicant’s Topock meter station to a point of connection with the pipeline 
proposed to be constructed by Nevada Natural, together with necessary metering 
and regulating equipment; 

(2) To permit applicant to file a rate schedule or rate schedules covering de- 
liveries to Nevada Natural at rates above those specified in paragraph (H) of 
said order of June 23, 1952; and 

(3) To lease and operate that portion of the proposed pipeline to be constructed 
by Nevada Natural in Arizona between the proposed Colorado River crossing 
near Needles and the point of connection with the proposed 3 miles of pipeline to 
be constructed by applicant. 

On December 18, 1953, applicant requested the Commission to extend the com- 
pletion date for construction of the above facilities to June 30, 1954. 

On June 23, 1952, in docket No. G—-1888, the Commission authorized Nevada 
Natural to construct and operate 114 miles of 10%-inch pipeline extending from 
the aforesaid point on the Arizona-California boundary near Topock, Ariz., 
through points in California and Nevada, to a point near Las Vegas, Nev. By 
order issued November 13, 1953, the Commission amended its order in docket No. 
G-1888 authorizing Nevada Natural to reroute the southern section of its pro- 
posed 10%4-inch pipeline and join with the applicant in the construction and 
operation of a crossing over the Colorado River at a point near Needles, Calif., in 
lieu of Topock, Ariz. The rerouting will result in the construction by Nevada 
Natural of approximately 14 miles of the pipeline in Arizona, extending from a 
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point 3 miles from the Topock meter station of applicant to the proposed crossing 
over the Colorado River near Needles. 

Paragraph (H) of the Commission’s order of June 23, 1952, in docket No. G—-1630 
required applicant to file a tariff covering deliveries of natural gas to Nevada 
Natural at a single rate of 20 cents per M.c. f. This rate was based upon the 
volume estimated to be required by Nevada Natural and the application of the 
then existing rate for residential and industrial resale deliveries by applicant in 
Arizona. 

Since the issuance of the certificate in docket No. G—1630, applicant has placed 
in effect, under bond, increased charges for residential and industrial resale 
service in Arizona. The rate increase for applicant’s present customers is the 
subject of a proceeding in docket No. G-2018. Applicant states that if it were to 
charge the 20 cent rate to Nevada Natural, such charges may be discriminatory 
insofar as its present customers are concerned. As a result applicant now re- 
quests that paragraph (H) of the June 23 order be amended so as to permit it to 
file a rate schedule containing an initial rate of 24.5 cents per M. c. f. or in lieu 
thereof to charge the same rate as is now collected for Arizona resale deliveries, 
namely, 27 cents per M. c. f. for residential gas service and 24 cents per M. c. f. for 
industrial gas service. 

Applicant has not presented justification for changing the Commission’s deter- 
mination of June 23, 1952, that the tariff covering deliveries of natural gas to 
Nevada Natural be at a single rate. If it were permitted to charge a single rate 
of 24.5 cents per M. c. f. initially, as now proposed, applicant states that it will 
voluntarily furnish bond and will refund to Nevada Natural such sum as may 
be determined to be in excess of a reasonable charge in the docket No. G-2018 
proceeding. 

The matter of leasing and operating by applicant of facilities authorized for 
construction by Nevada Natural was not the subject of the proceedings in docket 
Nos. G—1630 and G-—1888. Consideration of the requests is inappropriate and 
improper in these proceedings. The proposed leasing and operation by appli- 
cant of the 14 miles of pipeline to be constructed by Nevada Natural in Arizona is 
properly the subject of a new proceeding on application by applicant and Nevada 
Natural filed pursuant to the Commission’s rules of practice and procedure. 

All parties have been served with a copy of the application to amend, and no 
objection thereto has been received. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate to carry out the 
provisions of the Natural Gas Act to amend, as hereinafter ordered and condi- 
tioned, the order of the Commission, issued June 23, 1952, issuing a certificate 
of public convenience and necessity in this proceeding. 

The Commission orders: 

(A) The aforesaid order, issued June 23, 1952, granting a certificate of public 
convenience and necessity in docket No. G-—1630, be and the same is hereby 
amended by authorizing El Paso Natural Gas Co. to: 

(1) (a) Construct and operate a check meter adjacent to its existing Topock 
meter station; 

(b) Construct and operate three miles of 10%-inch O. D. pipeline extending 
from the outlet of the check meter in northwesterly direction to a point of con- 
nection with a 10%-inch pipeline to be constructed by Nevada Natural Gas 
Pipe Line Co. (Nevada Natural) ; 

(c) Construct and operate a meter station on Nevada Natural’s pipeline on 
the east bank of the Colorado River near Needles, Calif. ; 

(d) Construct and operate jointly with Nevada Natural an aerial river 
crossing over the Colorado River near Needles, Calif. ; and 
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(e) The above described facilities shall be constructed and placed in opera- 
tion on or before June 30, 1954. 

(2) File and publish its initial rate schedule A-1—X, pipeline service, reflect- 
ing a single rate not to exceed 24.5 cents per M. c. f. of natural gas delivered 
to Nevada Natural, provided that such rate shall be subject to review in the 
proceeding in docket No. G—2018, provided that applicant shall file a corporate 
bond, satisfactory to the Commission, whereby El] Paso Natural Gas Co., its 
surety, their successors and assigns, jointly and severally, shall be held and 
firmly bound to the Federal Power Commission for the use and benefit of those 
entitled thereto, in the sum of $20,000, and whereby El Paso Natural Gas 
Co. shall undertake (1) to refund, with interest at the rate of 6 percent per 
annum, to those entitled thereto, any portion of the 4.5-cent increase applicable 
to the area served from the facilities of Nevada Natural as might be disallowed, 
subject to judicial review, in docket No. G—2018; (2) to bear all costs and ex- 
penses of any such refunding; (3) to keep accurate accounts in detail of all 
amounts received for each billing period by reason of such increase of 4.5 cents 
per M. ce. f., specifying by whom and in whose behalf all such amounts were 
paid; (4) to submit promptly to the Commission monthly reports, in quintupli- 
cate, in writing and under oath, showing for each billing period the name of 
the purchaser, the billing determinants (volume and all other billing data ap- 
plicable) of natural gas sales to such purehaser and the revenues resulting 
therefrom, as computed under the rates prescribed in said order issued June 23, 
1952, and under the rates allowed by this order to become effective under bond; 
and (5) to file promptly, upon final order of the Commission, in docket No. 
G-2018, new or revised rate schedules reflecting the revisions required by the 
Commission’s final order in docket No. G-2018. 


(B) Upon execution by applicant of such bond and upon approval of such 


bond, evidenced by letter addressed to applicant by the Secretary of the Com- 
mission, the rates, charges, and classifications set forth in the aforesaid rate 
schedule A-1—X, pipeline service, shall be effective upon the filing thereof, subject 


to the terms and conditions of this order and to further orders of the Commis- 
sion in this proceeding. 


(C) In all other respects, the conditions respecting the issuance of and the 
exercise of the rights granted by said certificate of public convenience and 
necessity issued by order of June 23, 1952, except as herein and heretofore modi- 
fied or amended, shall remain in full force and effect. 

(D) That portion of the application filed October 7, 1953, requesting amend- 
ment of the aforesaid order of June 23, 1952, to permit applicant to lease and 
operate 14 miles of 10%4-inch pipeline to be constructed in Arizona by Nevada 
Natural, be and the same is hereby dismissed without prejudice. 

Commissioner Doty not participating. 





